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No Short Cute ’’ ' 

If India is to take advantage of the golden df 

unparalleled opportunities opened up by the arHval of ntMf - - > 
technologies hefore the developed countries close the windeny 
tight, then it must identify and resolve the structural v'' 

which have prevented the evolution of a comprehensive ' ,i 

technology policy. '' 

\ 

The newly-opened ‘fast track’ for direct foreign investment will ' 
not only tie all production to foreign finance, technology and 
equipment in perpetuity but also strangulate alt meaningful 
R and D in the country. 443 

Descent of Power 

Decentralisation below the state level cannot be viewed in 
isolation from the larger issue of reordering relations between 
the (xntre and the states. While the concept itself has gained 
wide acceptance, what is not recognised is that the effective 
implementation of the idea requires major changes in the 
system of governance. 467 


Maturing; Voters 
The Congress raj has endured 
because of the TINA (There Is 
No Alternative) factor. But now 
the Indian voter is rapidly 
awakening from the long .stupor 
and the TINA factor may no 
longer operate. 4S7 

Unethical Hard Sell 

Analgin, a widely marketed pain 
killer, is suspected of causing a 
life-threatening condition in 
users. Yet, the multinational 
company which is the largest 
manufacturer of the product has 
not only persisted in its hard sell 
of the product but is making 
scientifically unsubstaptiated 
claims about the drug. 445 

Clash of Ideas 

Can Ayatollas be allowed to 
ascribe to themselves 
supernatural powers and to 
destroy the relentless thirst of 
the human rmnd to “fantasise 
and fabulate”, and to explore 
and seek? In a civilised world 
ideas must clash, not arms. 449 

The National Question 

It is only with the rise of the 
bourgeoisie and with the 
establishment of colonial empires 
that the national question has 
become a political question. 

What has been the role of tbe 
bourgeoisie in the development 
of the national question in 
India? 454 


Opening a ‘lliird Path'? 

The Gorbachev reforms, if they 
are able to achieve their larger 
objectives may well end in 
pointing to a 'third path* to a 
reformed economy, different 
from either Hungarian or the 
Chinese roads to economic 
reform. 451 

With Gorbachev’s new policies 
bankruptcies will spread and 
unemployment mount. The 
reserve army of unemployed will 
become the regular army of 
the homeless. 436 

Budget Ballyhoo 

The supposedly crucial part of 
the budget, how the government 
arranges to raise resources in 
order to cover its expenditure, 
has been reduced to a disjunctive 
exercise; it has little to do with 
the rest of the procedures in 
financial matters. Shouldn’t 
the concept of public Hnance 
itself undergo a sea 
change? 439 

BusinesB Property Tax 

Octroi, an important revenue 
source to urban local bodies, is 
on the way out—as many as 13 
states and five union territories 
have either abolished it or did 
not have it at all. A hectic 
search is cgi for an equiyield 
substitute. Could business 
property tax take over from 
octroi the responsibility of 
financing municipal services? 473 



SllBiTERS TO EDITOR 

Jblontial Sector Saving 
Potential 

ARUN CHOSH noi only wnics from the 
ivory tower but al»o seemsi to be living in 
one. His observation (December fO, 1988) 
thnt informal sector savings "may not 
' necessarily lead to any additional savings in 
the economy” seems to come from a highly 
Insulated approach to the phenomena of 
saving mobilisation in the economy. This is 
not an uncommon approach, as a large pro¬ 
portion of academicians, researchers and 
policy-makers live and think in the eicclusive 
world of the organised sector and rather 
slmplistically assume that whatever savings 
are being presently mobilised by the organi.s- 
ed sector’s financial system represent all the 
savings in the economy This approach has 
resulted in propagation ol a saving mobilisa¬ 
tion strategy thai is struciuied to meet the 
saving needs of a small segment ot the peo¬ 
ple who earn income on a rcgiilai basts, and 
generally people who can be motivated to 
save through las-relatcd fiscal stimulants. 

There is increasing data now being 
brought out by various researchers and 
research insiiiutions in different parts of the 
country that show significant saving effort 
being made by people outside the formal 
sector financial system, whom scholars and 
experts like Arun Ghosh seem to ignore The 
recent evidence provided by the Society for 
Development Studies |SDS) which were 
presented in the NIPFP seminar is only one 
such example. In fact, the setting up of the 
National Housing Bank (NHB) was. to a 
large extent, based on the evidence on ad¬ 
ditionality of saving mubfiivaiion from the 
household sector, mainly the informal com¬ 
ponent of the household sector, 

Arun Ohosh further contends that hts 
observation reflected ‘‘the consensu.s of the 
Mmlnar". I did not get that impression. Also 
the response in any .scminai depends on the 
background and experience of the parti¬ 
cipants and, if a large propttrlion of them 
have little or no experience of living condi¬ 
tions and saving habits, behaviour and 
potential of a certain segment of the society, 
in this case the informal sector households, 
it seems rather unreasonable on their part 
to generalise on the segment of the society 
on which they have inadequate knowledge 
and information. TWo years ago, in December 
1986, the Sl% had organised an international 
workshop on mobilisation of informal sec¬ 
tor savings that provided for interaction 
amongst re.searchers who had substantial 
grassroots level experience in savings 
behaviour and saving mobilisation of infor¬ 
mal sector houschold.s in third world coun 
tries. (Putidpanis were drawn from 12 coun- 
iri« and 6 international organisations.) The 
consensus of this seminar was that the in¬ 
formal sector household had not only a high 
potential to save, bin that it actually saved 
large amounts over a period of time, though 
at Irregular intervals and in small or lump¬ 
sum amounts but not in a iiniforln amount 


regularly, and (hat almost the whole saving 
effon was outside the formal system of sav¬ 
ing mobilisation due to the various deficien¬ 
cies of the system that made it effectively 
inaccessible to this saving community. 
Hence, the consensus in a seminar depends 
on the type of participants who get together, 
and in particular, their personal experiences, 
which often determines their perception of 
the problem. 

The third issue on which Arun Ghosh 
seems to be misinformed is that informal 
sector savings, which he feels are only in chit 
funds (which is again not correct), are not 
“additional savings but merely circulation 
of part of curicney for consumption loans”. 
My own experience suggests that there is a 
greater degree of additionality in savings in 
the case of informal sector households than 
m the case of formal sector households, who 
are known to dissave from one savings in- 
vlrimjeni lo save in another, often lor deriv¬ 
ing Scciioft 80 C' (Income Ta.x Aci) benefit. 

There is no doubt that future consump¬ 
tion needs often motivate the .saving cftoits 
in the informal sector, but this is also the 
case in the formal sector. There is an increas¬ 
ing number of loan-linked saving schemes 
in operation in the organised sector and the 
NHB proposes to introduce a very major na¬ 
tional level home loan-linked saving scheme. 
Empirical evidence is available, including in 
SpS studies, on saving behaviour of parti- 
cipant.s in formal sector saving programmes 
that show a close linkage of the saving ef- 
Idrts to a future asset or lumpy expenditure 
financing programme. Hie difference, if any, 
is on the maturity peiiod or duration of the 
saving schemes. It is well known that sav¬ 
ings in provident funds are often used to 
finance a Jiousc, marriage, etc. 

On one point, however, Arun Ghosh is 
correct, namely, “multiplication of financial 
instruments does not neces.sarily lead to any 
increase m savings but leads, in fact, to a 
diversion of saving from one instrument to 
another". One must examine why this hap¬ 


pens. My own view is that the reallocation 
of savings from older instruments to new in¬ 
struments takes place because the latter are 
loaded with more remunerative incentives, 
some directly through interest rate and some 
indirectly through the fiscal system. The 
main deficiency of most of the saving in- 
strument.s is that they seek to tap the poten¬ 
tial and/or actual savinup of the small com¬ 
munity of income tax assessees and largely 
overlook the community that has ‘white’ in¬ 
come, but is not liable to pay income tax or 
earn income in small irregular streams. That 
is the challenge to which researchers must 
now address themselvm—build the requisite 
data base on household incomes, expen¬ 
ditures, asset holdings, savings behaviour 
and saving potential and design target 
group-specific saving instruments and in¬ 
novative saving collection and servicing 
mechanisms. I sam sure a large "additional” 
saving flow can then be generated in the 


Unsupported Conclusion 

THE article ‘Levels of Development and 
Migration: Case of South Konkan*. (EP1V, 
January 7,1989), ends with a sug^tion that 
the devdopment of transport facilities alone 
would probably not generate development 
and that it might only serve to funnel more 
migration to Bombay. TMs suggestion is bas¬ 
ed on the example of Vengurla and Kudal. 
1 am unable to agree with this conclusion 
as the data provided in the article gives no 
such clear-cut indication. For example, in 
Thbie 4 the tab.sils of Rainagiri, Oapoli and 
Chtplun have a higher percentage of villages 
having pucca roads and bus stops. In spite 
of this their net out migration is extremely 
Ipw. In the case of Ratnagiri the net migra¬ 
tion is inwards which could lead one to come 
to a conclusion quite the opposite to that 
drawn by the authors 
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Irrelevance of the Budget 


T he narrower the government's fiscal options get, the stronger, 
it appears, is the urge to make extravagant claims on behalf 
of the annual budget. Finance minister S B Chavan sees his budget 
for 1989-90 as achieving a number of ambitious objectives— 
promoting productive employment, prototting the consumption 
standards of the poor, discouraging non-essential consumption, pro¬ 
viding relief to middle income tax-payers, maintaining the tempo 
of industrial growth and containing the budgetary dcricit. But what 
the budget really does is to bring out how irrelevant the whole 
budget-making exercise has become. 

The overall deficit in the budget, at Rs 7,337 crore, is not any 
lower than that in the budget for 1988-89. What has been made 
much of is the reduced revenue deficit at Rs 7,012 crore compared 
to Rs 9,842 crore in the last budget. However, the difference between 
the two figures is almost exactly accounted for by am mints totalling 
Rs 2,800 crore (Rs 2,300 crore from the pool accouht of the Oil 
Co-ordination Committee and Rs 500 crore from the surplus funds 
of public enterprises) which used hitherto to be classified as capital 
receipts and have in this budget been shown as revenue receipts. 
That js about the extent of the government’s achievement in reduc¬ 
ing the budgetary deficit. The containing of defence expenditure 
to the last budget’s figure of Rs 13,000 crore would have been 
something to welcome, but for doubts on two counts. First, have 
the budget-makers once again played some classification trick as 
they did some years back when they quietly excluded defence pen¬ 
sions Trom the figure of defence expenditure so as to show the rise 
in the latter to be lower than it actually was? Second, is the govern¬ 
ment really serious about keeping defence expenditure down to 
Rs 13,(XX) crore in the coming year fiscal? Compared to the revised 
estimates for 1988-89, the budget for next year cuts defence expen¬ 
diture by Rs 380 crore on revenue account while allowing a rise of 
Rs 180 crore in it on capital account. Revenue expenditure being 
generally of a committed nature, has the feasibility of reducing 
defence expenditure on revenue account next year been properly 
established or was it decided not to bother overmuch about such 
matters in the interests of giving the revenue account of the budget 
the desired look, since in any case supplementary demands can 
always be resorted to towards the close of the financial year? We 
will know in due season. 

What is however noteworthy is that, even with defence expenditure 
kept constant, the budget for 1989-90 has not been able to prevent 
non-plan expenditure from racing far ahead of plan expenditure— 
the latter showing a rise of 8.2 per cent over the 1988-89 budget 
compared to the growth of 13.6 per cent in the former. Of the govn-n-,. 
mem’s total additional expenditure in 1989-90, plan expenditure is 
expected to account for less than one-fourth and the proportion 
of plan spending in the government’s total expenditure will con¬ 
tinue on its declining course, touching 33.9 per cent compared to 
35 per cent in the 1988-89 budget and 37.2 per cent in 1987-88. The 
budget’s contribution to the central plan for 1989-90 shows an even 
smaller rise of 6 per cent and as a proportion of the central plan 
outlay it will dip to 49.2 per cent compared to 5S.’> per cent in the 
1988-89 budget. The 20 per cent rise proposed in the size of the 
central plan in 1989-90 thus relies overwhelmingly bn so-called extra¬ 
budgetary resources, the euphemism for market borrowings by the 
concerned public sector enterprises. 

. The distribution of the central plan outlay for next year sticks 
to the by now establishtxi pattern of public sector investment being 
progressively confined to the provision of infrastructure. Thus the 
outlay (including the portion to be financed by extra-budgetary 
sources) on power, transport ai)d communications is proposed to 


be stepped up by 23.3 per cent from Rs 16,523 crore provided, m 
the 1988-89 budget to Rs 20,381 crore. The outlay under these three 
heads will account for fully S9.2 per cent of the total central plan 
outlay for 1989-90, rising from 57.S per cent in 1988-89. At the otho' 
end, it is a measure of the failure of the much vaunted high rates 
of growth recorded by the economy to ‘trickle down’ in terms of 
empioyment and incomes for the poor and of the government’s 
implicit acknowledgement of this that it has been found necessary 
to institute yet another special employment programme in addition 
to the NREP and the RLEGP and to provide Rs 500 crore for it 
in the 1989-90 budget. There is, however, no basis for the finance 
minister’s claim that the budget provides “a special thrust to alt 
programmes of empioyment generation” since the allocation for 
the NREP and the RLECP, at Rs 1.211 crore, is in fact lower than 
that in the 1988-89. budget. This cut is all the more striking since, 
according to the finance minister, henceforth these two program¬ 
mes, which are to be merged, will be funded to the extent of 75 
per cent by the centre. If the Rs 500 crore provided for the new 
employment programme is kept aside, the combined provision for 
agriculture, rural development and irrigation and flood control in 
the central plan for 1989-90 shows only a minuscule increase of )ej» 
than 4 per cent over that in 1988-89. These facts, taken together 
with the equally insignificant increase of less than 4 per cent in the 
provision for social services, make a mockery of the finance 
minister’s proclaimed objective of protecting the consumption 
standards of the poor. The stagnation in the outlays under these 
heads stands in contrast to the continued spectacular increases in 
the provisions for, say, civil aviation or telecommunications. At the 
same time, it is a commentary on the type of import-dependent 
modernisation that the government is seeking to usher in that the 
central plan for 1989-W provides for no increase at all in the 
allocation for science and technology, the outlay on which inciden¬ 
tally amounts to precisely 2.6 per cent of the total central plan for 
1989-90. 

The finance minister would have us believe that the numerous 
piddling changes effected in excise dutw on, say, so-called fuel 
efTicient cars or consumer electronic goods amount to a serious 
effort to discourage non-essential consumption. What they really 
reflect are the contradictions embedded in the government’s 
economic policies, for the thrust of the last several budgets had been 
to encourage the consumption and enlarge the market for most of 
these very products through a series of concessions in direct and 
indirect taxes. If the government has changed direction somewhat 
in the 1989-90 budget that speaks for the dire fiscal straits it has 
been reduced to—at one point in his budget speech the finance 
minister does honestly admit that his indirect taxation proposals 
have been “guided the imperative need for raising additional 
resources”. And that precisely is the contradiction; on the one haiul, 
the particular path of industrial growth that the government has 
been promoting depends critically on a continuous expansion of 
the incomes and consumption of the richest 10 per cent or so of 
the population in order to sustain investment, production and ptofhs 
of business and industry. But it also puts the government in a pro¬ 
gressively tightening fiscal bind and all the Bnance minister can do 
is thrash about helplessly and unavailingly as he does in his budget 
proposals for 1989-90. 

But no, let it not be said that the finance mini.ster has achieved 
none of his objectives. With the 1989-90 budgM persons with taxable 
incomes up to Rs 56,000 per year will be paying less tax than at 
present. So the finance minister has indeed provided “some telief to 
middle income tax-payers”. Something attempted, something gained. 
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^AlI Is Not Wen 

tHAT the performance of the railways, 
botil in irfiysical and ftnancial terms, has 
somewhat improved in recent years is no 
doubt true. But the railway minister, 
Mufiiavrao Scindia, seems to have in<iuig> 
§6 in an obfuscation of fact.s or afleast 
a selective prcsenuiion of the facts. Scin¬ 
dia cites the net tonne km per wagon per 
day but not the operating ratio, that is, 
the total working expenses as a percentage 
of gross traffic receipts. The operating 
ratio has been deteriorating steadily since 
19tS-l6, after whicli year the performance 
of the railways has continuously improv¬ 
ed, according to Scindia. The operating 
ratio has moved adversely as follows— 
1M5-86: 90.6, 1986-87: 91.9,1987-88: 92.5 
and 1988-89: 93.1. The high figure of 93.1 
in 1988-89 is despite the sharp increase in 
short distance passenger fares in the 

1988- 89 budget. 

In the absence of detailed data it is dif¬ 
ficult to analyse and pinpoint the main 
reason for the deterioration of the opera¬ 
ting ratio, especially in 1988-89. Ibtal 
working expenses rose by about 12 per 
cent in 1938-89 over 1987-88, not an 
unusually high figure. But gross traffic 
receipts tailed to inciease as much. 
Whether this is due to slow growth of 
revenue in passenger or freight traffic or 
both is not immediately known. 

The railways have been paying the full 
dividend (6-6 per cent on the dividend 
paying capital) to the general revenue and 
earning a small surplus for the last few 
years. Htwever, net railway revenue (before 
dividend payment) a.s a percentage of total 
capital—the ‘profit rate’ of the railways— 
has fallen slightly, from 5.9 per cent in 
1987-88 to 5.5 per cent in 1988-89. The 
railway budget envisages an increase to 6.2 
per cent in 1989-90. 

The railway minister cites a figure of 61 
per cent as the internal resource genera¬ 
tion of the railways in the Seventh Plan 
outlay. This, of course, includes the funds 
mobilised by the Indian Railway Finance 
Corporation in bond issues-for example, 
Rs 8(X) crore in 1988-89 and Rs 1,000 crore 
expected to be mobilised in 1989-90. The 
actual internal resource generation as a 
percentage of the plan allocation in 

1989- 90, for instance, is only 46 per cent. 
But it must be admitted that there has 
been an improvement ovci the figure for 
the Sixth Plan, which wa< 42 per cent. 

It must be stressed that investment is 
inadequate given the gap between irans- 
pi.>rt capacity and actual requirements. 
And It IS here that the investment by plan 
heads shows lower aliocniions for building 
fresh capacity than for replacement and 
renewal of assets. The latter has a huge 
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backlog—for 4ClBielM«imiiilg of 

the Seventh PItn (fie backlog of.track 
renewal was around 19,000 km. Iliis 
backlog will not be ettmioated imUi the 
end of the Eighth Kan, despite the iatge 
investment allocation under this hge«t 

The railways now allocate 10-12 per cent 
of total capital to the depreciation reserve 
fund. In the mid-70$ this was a meagre 3 
per «nt. Of course, the railways have been 
forced to increase the allocatbn for 
depreciation for their very survivaf given 
the ageing and obsolescence of technolo¬ 
gical assets. 

Much infusion of new technology 
seems to be in the offing in signalling and 
telecom, locomotives and computerisa¬ 
tion. But this is almost wholly imported 
technology. The railways allocated Rs 15 
crore for research in 1988-89, a mere 0.16 
per cent of gross traffic receipts. But, as 
if this were too much, the revised figure 
of expenditure on railway research is 
Rs 6.M crore. And this at a time when 
massive imports of technology and hard¬ 
ware arc underway. An annual allocation 
of Rs 6.80 crore obviously does not even 
cover research aimed at technology ab¬ 
sorption, let alone adaptation and 
modification. 

One of the objectives of the Seventh 
Plan was optimisation of asset utilisation. 
One wonders however, how the provision 
of a few high speed trains will enable the 
optimum utilisation of route capacities. 
In fact, it will hinder the attainment of 
that objective. 

The increase in freight rates by 11 per 
cent proposed in the 1989-90 budget will 
net an additional revenue of Rs 876 crore. 
Scindia has, of course, exempted certain 
commodities from the freight rate hike like 
salt, fruits and vegetables, gur, edible oils, 
oiLseeds, oil cakes, fodder, livestock and 
organic manures. Obviously, the prices of 
a lot of essential commodities will inciease 
considerably. Moreover, the minister has 
proposed a rationalisation of the freight 
structure by revising the classification of 
low-rated commodities. In effect this 
means that the rise in freight rates would 
be significantly more than 11 per cent. 

THE ECONOMY 

Beneath the Gloss 

WITH an expected 9 per cent national in¬ 
come growth in 1988-89 under its belt, it 
is understandable that the latest Economic 
Survey is not particularly coy about the 
government's ideological stances. The rise 
in industrial production is put at 8 per 
cent, which wiU make this the fifth suc¬ 
cessive year of relatively high industrial 
growth. This is attributed by the Economic 
Survey to “the nduction, in recent years, 
of procedural impediments to indtutrial 


jgidwA and the incteasihg emphato on 
ogMcity creatliHi, technology upgrada- 
tioii, con^tition and more economic 
leak’s of production”. Attention is drawn 
in Uiis connection to how the govern¬ 
ment’s "methods of economic manage¬ 
ment have gradually evolved atray from 
case by case discretionary physical con¬ 
trols and towards growing reliance on 
fiscal and financial instruments for 
regulating investment, production and 
trade”. The importance of boosting the 
profitability of produaion for export 
relative to that of production for the 
domestic market is luteiated. Specifically, 
the necessity to enlarge the inducements 
to evokS a Kronger exptxrt performance by 
medium and large-S(^e industrial enter¬ 
prises “which are at present dispropor¬ 
tionately oriented towards domestic 
market sales” is stressed. The warning is 
sounded that faced though we may be 
with acute balance of payments diffi¬ 
culties, “we must guard against the temp¬ 
tation to seek quick savings in foreign ex¬ 
change through the widespread reimposi¬ 
tion of discretionary physical controls”. 
That would “take a hei^ toll of industrial 
efficiency and production...". In dealing 
with the growing incidence of industrial 
sickness, which is seen as posing a threat 
to “the healthy growth of an efficient in¬ 
dustrial sector”, measures are advocated 
“for encouraging quicker redeployment of 
labour and capital from unproductive in¬ 
dustrial ventures to more efficient and 
profitable activities" (emphasis added). 

With efficiency, competition, produc¬ 
tivity, technological upg^ation and pro¬ 
fitability as the buzz words, it is not sur¬ 
prising that the authors of the Economic 
Survey have little thought to spare for- 
poverty, unemployment, economic dis¬ 
parities, questions of distribution or the 
composition of output. They are preoccu¬ 
pied with two problems which they fear 
may upset the economic apple-cart—the 
state of the government’s finances and the 
external balance of piqrments. The stagna¬ 
tion of fite saving rate in the economy dur¬ 
ing the eighties is attributed to the 
deterioration in the savings of the public 
sector, covering the government and the 
public entfnprises. Propelled by growing 
dissavings by the government, public sav¬ 
ings as a whole had coiqe down to 1.9 per 
cent of GDP in 1987-88 from a peak of 
5.2 per cent in 1976-77. The Bmnomk 
Survey chooses to gloss over it, but the 
savings performance of the private cor¬ 
porate sector has been nothing to write 
home about either, despite the many 
generous fiscal and other concessions 
thrown its way. Househdd savings, on the 
other hand, have been an im^essive 15-17 
pw cent of GDP in most years since the 
mid-seventies and. what is more, a grow- 
itig proportion of than has been in finan- 
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dal forttS. A' ti» gowiifn^; 

meat’s fiscal dtofidt wiH serve to poib up 
the littt'pf saving in the economy: St will 
also, it is Bigiied, contribute to improv¬ 
ing the balance of payments. An improve¬ 
ment of the current account of the 
balance of payments requires a reduction 
in the savings-investment gap in the 
economy and since the latter is largely at¬ 
tributable to the deterioration of bud¬ 
getary savings, a turnaround in the 
govenunent's fiscal position will help the* 
country's external balance position. 

While the Economic Survey is right to 
point to the links among the unhappy 
state of the government’s finances, the 
failure of the savings rate in the economy 
to move up and the worsening of the 
balance of payments, what it overlooks 
are the equdly tangible connections bet¬ 
ween all these developments, on the one 
hand, and the particular economic 
polides which the government has been 
espousing of late, on the other. Thus the 
reductions in successive budgets in per¬ 
sonal and corporate taxes and in indirect 
uxes on a whole range of consumer and 
consumer durable goods have had a great 
deal to do with the government’s fiscal 
predicament. And these tax gave-aways 
have been very much at the heart of the 
government's efforts to stimulate invest¬ 
ment, production and profits within a free 
market, private enterprise frameworV.. 
Similarly, while it is tr,ue that househ^vld 
savings have been buoyant, this has been 
achieved at the cost of consideratie 
sacrifice of government revenues on ac¬ 
count of the over-generous tax incentives 
for fmancial savings. On the other hand, 
the high and rising interest rates offered 
on these savings have gone to push up the 
interest burden on the government. The 
industrial liberalisation, including what 
the Economic Survey amilauds as the shift 
away from discretionary physical controls, 
has brought into existence a range of in¬ 
dustrial capacities, which, while essential¬ 
ly unrelated to the needs and requirements 
of the large majority of the people, have 
undoubtedly made a major contribution 
to the industrial growth rates registered in 
the last half a dozen years. This industrial 
splurge has been import-intensive in the 
extreme and has been not a little respon¬ 
sible for the large and growing trade 
deficits so that progressively larger exter- 
rul borrowings on commercial terms have 
become necessary to finance the import 
boom. The extent of the damage already 
done on this score can be gauged from the 
information provided in the Economic 
Survey that debt service on external debt 
has risen as a percentage of total external 
currem receipts from 8.$ per cent in 
1979-80 to 24 pa emit in 1987-88. And 
thanks to the rising interest payments on 
foreign dri». the contribution of net in- 


riiUile mtrninit to ftoancitig the tnde 
deficit has plummeted from around 72 pa 
cent in 1980-81 to just about 38 pa cent 
in 1986-87. The position on this score is 
bound to detaiorate furtha as more oom- 
macial borrowings are resorted to, both 
to finance the trade gap and, on an in¬ 
creasing scale, to meet debt service 
obligations. 

The tong and short of it is that however 
much the Economic Survey might stress 
the need to cope with the fiscal deficit and 
the balance of payments gap, this is going 
to be easier said than done since both 
these phenomena are deeply rooted in the 
economic strategy currently being pursued 
by the government. What is altogether 
more likely is an aggravation of these pro¬ 
blems. The persistence of large fiscal 
deficits in conjunction with the inevitable 
periodic poor harvests cannot but sooner 
than lata push inflationary pressures in 
the economy beyond manageable limits; 
the contractionary measures this will force 
upon the government will apply the brake 
on industrial growth, of even such variety 
as we have been witnessing. On the exter¬ 
nal front, this will slow down export) 
growth and widen the trade gap and even¬ 
tually willy nilly force a clamp down on 
imports with inevitable consequences for 
an industrial structure so-heavily depen¬ 
dent on imports. These contradictions in¬ 
herent in the government's current 
economic strategy seem far removed from 
the optimistic prose of this year’s 
Economic Survey. But for that they arc 
not any the less real. 

POODORAIN DISTRIBUTION 

Cost of ‘Better Targeting’ 

IT is well known that the public distribu¬ 
tion system for foodgrains in the coumry 
functions in a more or less non-selective 
manner in the sense that grain supplies 
through it are available to all those who 
live in the areas covered by the system, in¬ 
cluding those who are well off enough to 
be able to purchase their requirements 
from the open market. This being so, it 
appears eminently reasonable at first sight 
that the government’s Economic Survey, 
1988-89 should suggest that “realistic 
assumptions about the availability of 
foodgrains to the government through its 
procurement operations, as also the con¬ 
straint on financial resources, imply that 
subsidised food supplies must be more 
carefully targeted to reach families living 


below the poverty Tlie iiAbliciticm 
clearly is that if foodtfnhi supplies 
through the govomiient distribution 
system were confined to the genuinely 
needy, defined as those below the pova- 
ty line, then both (1) the demands on the 
system in terms of the quantity of 
foodgrains required to be distributed, and 
(2) the financial burden of food subsidy 
on the government would be reduced. Will 
they be, really? 

We will not raise the question whetha 
it is right to regard only those below the 
poverty line as desaving of receiving sub- 
sidi.sed foodgrains through the govan- 
ment distribution system. Surely, quite a 
large number of those who are above the 
poverty line still have incomes low enough 
to qualify, in terms of social justice con¬ 
siderations, to receive government-subsi¬ 
dised foodgrains and not be left to the 
mercies of the free market. But let that be. 
We will also not raise the question of the 
present government, given its record in 
such matters, being at all able to set up 
a public distribution system capable of 
reaching foodgrains to people below the 
poverty line spread alt over the country. 
The existing public distribution system, as 
everyone knows, i.s by and large confined 
to the metropolitan cities and some other 
urban areas. These are very relevant issues 
in the context of the proposed objective 
of ‘better targeting' of the public food- 
grains distribution system so as to reach 
the deserving sections of the population. 
But let us leave them alone. 

The Economic Survey estimates the dai¬ 
ly per capita availability of cereals in the 
country in 1988 to have been 408.2 grams. 
If we set a very much more austere ob¬ 
jective of making available even 300 gms 
per capita per day to those below the 
poverty line, then taking the size of the 
below-povcily-line population very con¬ 
servatively to be 300 million and no more, 
the quantity of cereals which the public 
distribution system will need to distribute 
annually would come to about 33 million 
tonnes. Against thi.s, public distribution 
of foodgrains in 1988 was just 18,31 mn 
tonnes. In other words if the Economic 
Survey's exhortation for ‘better targeting’ 
of foodgrain supplies through the public 
di.stribution system were to be taken 
seriously and implemented, then the 
government would need to procure and 
distribute no; less but much more than it 
docs today and correspondingly the 
amount of food subsidy which would have 
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''-"io be met by the fov^ment woiild be 
; nduriy twtce the pivnent level of erouod 
Rs 2.200 croTc ^ whatever else ‘better 
urfetlag’ of foodgrain supplies through 
the poblk distribution system may achieve, 
it will certainly not mean, contrary to 
what is suggested by the Economic 
Survey, a reduction of the quantity of 
foodgreins which would have to be bought 
and distributed by government agencies 
and the amount of food subsidy which 
would have to be borne by the government. 

This should have been obvious enough 
to anyone. Why then docs the Economic 
Survey suggest otbervise and put itself in 
a position where it can be so easily caught 
out? The answer is quite simple. What the 
authors of the Economic Survey actually 
wish to advocate is that the coverage of 
the public foodgrain distribution system, 
which is woefully inadequate as it is, 
should be turthci curtailed so that the 
amount of food subsidy that the govern¬ 
ment has to bear can be reduced. However, 
they obviou.sly do not want to say 
something so patently un-progressive- 
sounding. So instead they suggest that the 
public distribution system should be 
“more carefully targeted to reach families 
living below the poverty line”! Since not 
for a moment do theymean what they say. 
they do not have to bother about the im¬ 
plications. A little careful .scrutiny will 
show so many of the government’s 
radical-sounding affirmations to belong 
to this genre. 

NICARAGUA 

Significant Agreement 

IN mid-February the final phase of the 
Central American peace plan launched in 
1987 was put into action at a meeting of 
the presidents of El Salvador, Honduras, 
Ouaiemala. Costa Rica and Nicaragua. If 
ihU is even as effective as the earlier agree¬ 
ment, then the Central American region 
can look forward to space and time to 
reconstruct its ravaged economy in the 
newly-emerging regional perspective: 

In the current round the presents have 
agreed to the disbanding of the contra 
forces in Honduras within 90 days, with. 
the members of these forces being re¬ 
patriated to Nicaragua or to 'third coun¬ 
tries'. that is, the US. The agreement 
however docs not specify how the rebels 
will be disarmed. Nicaragua on its part 
has agreed to hold municipal, national 
assembly and presidential elections in 
Fiebruao’ 1990. The municipal elections 
were to be held last year and the presiden¬ 
tial polls in the coming November, Presi¬ 
dent Daniel Ortega has also promised 
‘balanced partictpalion' in a Suprme 
Electoral Council. Press freedom is to be 
guaranteed by taw and more than 1,600 
Samora militiamen, now in Nicaraguan 


jails. «K to be rekued. 

The agreement is significant for several 
reasons. In the first place it is an open 
acknowledgement of thd fact that the 1987 
Arias plan has worked even if not as well 
as was envisaged and this effectively 
squashes both the contra and the US 
criticism of Nicaraguan lethargy in im¬ 
plementing the change. The UN secretary- 
general’s report to the General Assembly 
last year had, on the other hand, com¬ 
mended the five signatories of the Arias 
plan for ‘significant progress’ made 
towards fulfilment of their commitments, 
it pointed out that all the five countries 
had set up national reconciliation com¬ 
missions, although with varying degrees 
of representation; many countries had 
lifted the state of emergency and firm 
measures had been taken towards cessa¬ 
tion of hostilities and for encouraging 
political pluralism. It had indirectly 
critidsed the US for obstructing the peace 
and democratisation process in the region 
by continuing to aid the contras. 

Secondly, while the meeting did not 
take cognisance of the contra opinion at 
all, it is openly acknowledged that the US- 
aided troops are badly demoralised with 
the exit of Reagan and the policy vacuum 
in the US regarding Central America. 
What seems more or less certain is that 
president Bush win not support the contra 
cause to the extent that Iteagan did. It is 
believed that the US, rather than using the 
contras to pressurise Nicaragua to ‘demo¬ 
cratise', will now try to use economic and 
diplomatic pressures, to which Nicaragua 
is vulnerable. It is imperative, therefore, 

BUSINESS 

STOCK MARKET 

Budget Blues 

THE stock market’s immediate reaction 
to the union budget has been one of 
disappointment. While the market beat 
only a modest retreat during the special 
budget session on liiesday evening, it 
developed into a virtual rout during 
Wednesday’s trading session. The BSE 
sensitive index which had eased from 
663.84 to 6S4.96 during the budget sess¬ 
ion declined sharply to 636 the next 
day—a fall of 4.2 per cent in just two 
trading sessions. The Financial Express 
equity price index for Bombay moved 
down by 3.1 per cent and the all-India in¬ 
dex by 2.7 per cent. 

The stock market is diiappoin^ with 
the budget not be c aua e it contains pro¬ 
posals which it thtnks will advetsely af¬ 
fect the fortunes of the oorpoiate sector 
and consequently the outlook for equities. 
It is KHC ttudnly because the budget does 


for Nicar^ua totidie Rmi eontrot oHts 
economy. 

Thirdly, this was probably the last 
chance to consolidate the gains of the 
Arias plan. Not all the signatories of the 
plan are likely to be representing their 
governments again. For instance, the 
ailing president of El Salvador, Jose 
Napolean Duarte, will leave office soon 
foUowiQg the elections, which may put the 
extreme right in power. If that happens, 
then it is bound to change the complexion 
of the Central American Plan, because it 
is generally feared that the right-wing take¬ 
over will be accompanied by killings once 
again, as happened in 1980 when it is 
believ^ to have organised the death 
squads. If, on the other hand, Duarte’s 
Christian Democrats are able to retain 
power, then it may well lead to a dialogue 
at least with the broad left. FMLN-Iinked 
Convergencial Democratica which will be 
contesting the elections for the first time. 
The one fact that will ranain unchanged 
is that the Salvadorian economy is in a 
shambles, just as is the case more or less 
in all five countries in the region. 

This in fact is proving to be the most 
powerful motivation for the five nations 
to make the peace plan work. The region 
is burdened with an accumulated debt of 
$ 7S0 million. Last April the UN special 
plan for economic co-operation for Cen¬ 
tral America was Hnalised as a support for 
the peace plan and will make a consi¬ 
derable difference to the five states, if only 
there is a drastic reduction of tensions 
within and between the countries of the 
region. 


not contain what it had been hoping for. 
Encouraged by finance minister Chavan's 
reassuring statements emphasising the im¬ 
portance of ‘healthy development of the 
capital market through antropriate policy 
iidtiatives and measures’ to enable it to 
play the crucial role in resource mobilisa¬ 
tion for the corporate sector, the stock 
etchange fraternity would seem to have 
t^ken almost for granted—though the 
market’s pre-budget behaviour never 
betrqwd that—that the Hnance minister 
would incorporate in his budget some of 
its suggestions—hike in income' tax ex¬ 
emption limit, removal or substantial 
liberahsiuion of the provision for deduc¬ 
tion of tax on dividends and interest 
payment by companies, suitable lelaxt^on 
in oqiiial gains tax and removal of sect¬ 
ion IISJ relating to minimum tax on 
companies—for accelerating the flow of 
savings to the capital market. Hopes in 
this legaid have been belied. 

Quite possibly, the market would not 
perhaps have registered the sharp decline 
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It cUd M U if Mv 

speculators htui not fidiy exploited the 
confusion over the ftnance minister's 
proposal revoking the refinery status 
enjoyed by petrochemical units and rais¬ 
ing the concessional duty on raw naph¬ 
tha from Rs 30 to Rs 60 per U. The shares 
of petrochemical bas^ companies— 
Reliance. Oujarat State Fertilisers, NOCIL 
and Rama Petrochemicals, to mention 
some names—were marked down sharply 
which in turn had an unsettling effect on 
the general tradiitg sentiment Reliance In¬ 
dustries has done well to clarify that the 
withdrawal of the refinery status and the 
increase in concessional duty on raw 
naphtha wouldjmean an additional bur¬ 
den of about Rs SO lakh a year on the 
company which has an annual turnover 
of about Rs 1,500 crore. The withdrawal 
of the refinery stttus will really make little 
difference to the concerned companies as 
the 20 producu whose manufacture earlier 
was entitled to refinery status will con¬ 
tinue to attract a concessional rate of du¬ 
ty for raw naphtha. 

It would be rash to read too much into 
the stock market’s immediate reaction to 
the budget and draw any parallel with the 
post-budget crash in 1986 ushering in a 
bear market. The state of the economy as 
also'of the conditions obtaining in the 
market now are altogether different from 
those in 1986. The fall in equity prices so 
far is by no means extraordinary and nor 
can it be said to have any significuit trend 
implications. Marking down equity prices 
is about the simplest way the market can 
show its resentment against the flnance 
minister’s disregard for its suggestions. 

The stock exchange fraternity can have 
its own reasons for feeling dissatisfied 
with the budget and it is free to show its 
resentmott the way it likes. But it would 
be uncharitable to accuse the finance 
minister of showing total unconcern for 
the capital market. The budget does con¬ 
tain proposals to stimulate savings 
through positive incenuves—reduction in 
the rate of tax for individuals in the entry 
slid) from 25 per cent to 20 per cart—and 
through measures to rmtrain luxury 
consumption—heavy excise duties on 
articles consumed by the affluent sections 
of society. 

There is a proposal to launch an equity- 
linked savings scheme to stimulate the 
flow of persotud savings into equity. The 
details of the schone are being worked out 
and are expected to be announced shortly. 
Reports are that the scheme envisages 
savers to invest in units of UTl or in other 
recognised mutual funds which, in turn, 
are to invest in equity shares of com¬ 
panies. A number of tax benefits are at¬ 
tached to the scheme. This is bound to 
give a further impetus to institutional in- 
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vbst^t ki equitias link Woddeii ah^ 
det^ren die capital market. The provision 
residing tax deduction at sources under 
which dividends up to Rs 2,500 are exempt 
at present is being extoided to interest 
payments on bonds and debentures. 

Yst another proposal which is of con¬ 
siderable relevance from the viewpoint of 
the market is that relatitig to excise relief 
for weak units to provide them with a pro¬ 
portion of their excise payments as part 
of a diversification, modernisation or 
rehabilitation package approved by finan- 
. cial institutions. Another proposal which 
has been well-received by the market 
relates to decontrol of cement and 
aluminium. Changes in customs duties 
aim at facilitating the process of moder¬ 
nisation and technological upgradation. 

One does not expect anyone—be it an 
individual or industry—to take kindly to 
any additional burden by way of income- 
tax, excise levies or customs duties. It is 
difficult to conceive of a budget which 
will please all. There is no easy way of 
raising resources on a big enough scale to 
meet the needs of a growing economy 
plagued with many distortions in income 
and assets distribution. Allocation of 
resources in terms of national priorities 
and their effective deployment to generate 
surpluses for growth poses even more for¬ 
midable challenges. 

The budget presented by Chavan 
presents a subtle blend of hard, soft and 
populi.st elements. Reactions to such a 
budget are bound to vary widely. The 
chief merit of the budget lies in a substan¬ 
tial hike in the central plan outlay, cut in 
defence expenditure, bringing down the 
revenue deficit by over Rs 4,000 crore and 
efforts to control budgetary deficit. Tb 
what extent the fiscal strategy spelt out by 
the finance minister will help achieve ac¬ 
celerated growth in various sectors of the 
economy will depend on how efficiently 
the resources are deployed. I f the economy 
performs better, the corporate sector will 
certainly fare better which in turn will 
have a very favourable impact on the 
outlook for equities. One does not need 
crutches of tax concessions for the healthy 
growth of the capital market. The 
economic prospect appears reasonably 
reassuring and so does the outlook for 
equity prices. Bear .speculators need the 
reminder that they can never hope to 
match the massive resources of institu¬ 
tional investors and that instifutional pur¬ 
chases have already brought about a pro- 
fbund change in the demand-supply equa¬ 
tion for growth shares. Institutional pur¬ 
chases on Thursday (March 2) had an 
electrifying effect on the general trading 
sentiment and the market staged a smart 
rally, recovering most of the ground lo.st 
in tbe post-budget decline. 


TWmTY YEARS AGO 

EPW, March 1, 1969 

The c(»fetence altb leaders of the op¬ 
position, which he [Ayub Khan] has bean 
so strenuously striving foi; got off to a 
Stan on Wednesday. Simultaneously, the 
mass agitation which had enveloped the 
country stands more or less suspended, 
after rising to its highest pitch last week. 
But all this might yet t»ove to be a respite 
rather than a turn in the political situar 
tion in Pakistan... If the conferemre is 
to get anywhere it will have to include 
both Zulfikar Ali Bhutto and Mauiana 
Bhashani, the former panicularly. For, 
the cataclysmic developmmu of the last 
few weeks in Pakisun is the work, above 
all, of Bhutto. It was he who expo^ the 
brittleness of the stability with which the 
Ayub regime had been so widdy credited; 
he demonstrated that the regime could 
be worsted in the streets and that this 
could be done in West Pakistan. 

Both the army and bureaucracy have 
done extremely well out of Ayub’s rule. 
The bureaucracy while it will have a role 
to play later, once a scheme of reform has 
been agreed upon, in subverting its im¬ 
plementation to suit the interests it rep¬ 
resents, is no match for street mobs. But 
what about the army?... One explana¬ 
tion may be that the very divisions which 
provide fuel to the political opposition— 
between East and 'i/esi Pakistan, between 
the different provinces in the West, bet¬ 
ween the inteUeciuals and the establish¬ 
ment and between the very rich and the 
rest—have divided the army too.... So 
before the talks on constkutionai reform 
can go very far, the dividing lines will 
have to be redrawn and instead of Ayub 
versus the opposition, it will probably be 
those who are for a strong central govern¬ 
ment, though with certain provisions for 
correcting some of today’s more glaring 
disparities, against those who stand for 
the loose federation of largely autono¬ 
mous regions. 

★ ★ w 

The clearest indicator of economic 
standstill is the growth of national in¬ 
come, which is estimated at just 3 per 
cent in 1968-69... The total increase in 
national income over the last four years 
works out to about 7.3 per cent, or less 
than the growth in the population over 
the period. 

The revival in industry, though 
welcome, has been selective, being mainly 
in consumer and light engineering arti¬ 
cles. There still remains a considerable 
slack in utilisation of capacity, so pains¬ 
takingly set up. .. The Ikonomic Survey 
recognises that both the overall rate of 
saving as also the rare of government sav¬ 
ing have gone down (or, rather, they have 
been allowed to go down) over the last 
four years. This trend, moreover, has 
been comijined with declining net foreign 
aid. which has led to lower overall invest¬ 
ment and lower government investment. 
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iKrrOMAC MusiNGs 

Children of the God That Failed 

Deena Khatkhati 

To expose America’s expanding tribe of the homeless, the Soviets, 
a couple of years ago, filmed a television documentary about a 
destitute sleeping on the pavements of New York city. Now the 
joke is being played back. The American press, momentarily 
deprived of new .scandals at home, is replete with stories about the 
homeless and the unemployed of the communist world. 


THEY call these people ‘bozis—people 
without any definite direction or work. 
Like nomads, they drift along purpose¬ 
lessly in search of work and, failing that, 
drugs or discarded half-bottles of vodka. 
Women among them, alienated and for¬ 
lorn, barter their bodies for a morsel of 
food or even a cigarette stub, to warm up 
in winter and to cool their heels in sum¬ 
mer. But ‘bozis* are also 'bomzhis— 
people who do not have any definite place 
of residence. In biting winter, airports and 
railway suiions are their abode and in 
summer, open-air public parks are the on¬ 
ly welcoming places, if the cops are not 
around to hound them out. Among these 
bozis and bomzhis is a man who once was 
an economist who first lost his job and 
then his wife; a woman who lost her 
charm before losing the means of liveli¬ 
hood which were co-related with her 
youth; a meandering vagabond, bored 
stiff with his life in a village and 
perpetually nagged by the pestering 
family. 

If you guess that these bomzhis abound 
in some depraved and degrading back¬ 
ward country, you may perhaps be right; 
if you curse a capitalist country, say, 
wretched America or England, where the 
worker is alienated from the fruits of his 
labour, you may perhaps be revealing your 
knowledge of dialectical materialism in its 
pristine form. But if you are told that 
none of your inferences is anywhere near 
the truth and that these hordes of bom¬ 
zhis exist in that land of communism, 
Soyitt Russia, you may perhaps pull your 
hair in disbelief and brand it dl capitalist 
propaganda. But strange things are hap¬ 
pening these days in all parts of the globe. 
Whether it is capitalism or socialism, 
neither can escape social stigmas— 
prostitution, depravity, black marketing, 
homelessness, drunkenness, and goodness 
knows what else A communist Russia and 
its cohorts could bandy the slt^an, till 
recently, “to everyone according to his 
needs”. Now the slogan has changed, the 
tune has changed, the ethos has changed 
and the very foundation of their philo- 
iO|diy is tottering. To cavil at America for 
lu expanding tribe of homeless, the 
SoviMs, a couple of years ago, filmed a 
tcleytaion documentary on a destitute 


sleeping on the pavements of New York 
city and paid for his jaunt to Moscow to 
attest to the cruelty of the capitalist 
system. Now the joke is being played 
back. Russia is hoist with its own petard. 
The Amencan press, momentarily depriv¬ 
ed of new scandals at home, is replete with 
juicy stories about the homeless, the 
unemployed and the drunken of the com¬ 
munist world.The number of homeless 
seen is small; their number unseen is large. 
With Gorbachev’s new policies bankrupt¬ 
cies will spread and unemployment will 
mount. \bs, the reserve anny of unemplo¬ 
yed in a proletarian state. And soon, the 
reserve army of unemplt^d'will become 
the regular army of the homeless. 

Is this homelessness a new phenomenon 
or was it hidden all these years only to sur¬ 
face now with the onset of glasnosi and 
perestroika, Gorbachev’s new buzz-words? 
The shortage of housing in Russia and 
other communist countries has been 
known for years. Its manifestation was 
contained the vigilance of the state 
which did not permit people from the 
hinterlands to move to the cities without 
a valid document. Moscow and, like it, 
other leading cities of Russia, have been 
notoriously short of living space, leaving 
no other choice to its denizens than to 
share tiny apartments and communal 
bath rooms and kitchens with their ex¬ 
tended families and friends. Good hous¬ 
ing and luxury apartments are for the 
privileged communist party elite, the in¬ 
telligentsia and those with access to the 
seats of power. Private property rai^ have 
been abolished but not the private owner¬ 
ship of power which holds the lives of 
people in thraldom. There was not, until 
recently, a free-wheeling press to ventilate 
this seething discontent. Gorbachev’s 
glasnost has now changed all that by tear¬ 
ing down the veil of secrecy. The press— 
Pravda and fzvestui—m itching to air the 
grievances in public People me stirred out 
of their somnolence. Scrorcs of letters has 
been pouring into newspaper offices, im¬ 
paling the erring ofncials for their acts of 
omission and commission. Csdamlties and 
social evils are no longer non-events. Huu 
is why homelessness, though pervasive 
before, is now becoming, along with 
druidtennos and truancy, a mttjor issue 


in the deliberations of the communist 
governments. 

There is an irony of sort in all this. 
Communism may not promise freedom of 
thought because enemies of the people 
may undermine the edifice of equality and 
social justice but it surely needs to ensure 
freedom from want. Now the process is 
reversed: freedom from want has evapo¬ 
rated and freedom of thought is reasser¬ 
ting. Are all these social evils— 
homelessness, dope, unemployment, and 
black-marketing—endemic in all sodciies, 
communist and capitalist? We, the genera¬ 
tion of the bygone era, dreamt of a bet¬ 
ter world which Marxian philosophy was 
thought to usher in. But if we see around 
us communist societies disintegrating, 
.should we stpp dreaming? Is the quest of 
man for equality a mere chimera? One is 
uncomfortably reminded of a cynical 
remark of a Pole with a tinge of sardonic 
humour that “under capitalism man is an 
enemy of man; under communism, it is 
just the reverse!' But human nature being 
what it is, one likes to dream of a better 
world, a millennium where man is civil to 
man. If dnnuns are not to be dreamt, what 
are dreams meant for? 

Gorbachev and the others of his ilk 
have recognised the limits of the pro¬ 
letarian state. Whatever justification there 
was for the centralisation of power, it has 
now outlived its utility. Concentration of 
power without promise of a decent life for 
the citizen corrodes both the mind and the 
body. But what Gorbachev, who has to 
respond to his constituency for his 
survival, has discovered has totally elud¬ 
ed his comrades in India. They still have 
the vision of an egalitarian Russian 
society where everyone has a place to live 
and enough to eat. They believe that 
Gorbachev and Deng of China arc denig¬ 
rating their societies, having been seduc¬ 
ed by capitalist blandishments or in¬ 
timidated by western military prowess. 
Being safely ensconced in India, where the 
Indian communist leaders have not to face 
the music of angry and rebellious citizens, 
they can hold forth on the virtues of their 
decrepit pre^rammes. Perhaps they may 
have been inwardly haunted by the infir¬ 
mities of their beliefs but confessing them 
nuQT mean disowning their entire past with 
its beaming idealism and unselfish sacri¬ 
fice. For the leaders of the party, it is 
worse than harakiri. They have been us¬ 
ed to following the lead, always basking 
in the glow of Russia or China or the east 
European countries. Hiat is why they may 
have figuFcd out that it is better to go to 
their graves clinging to wlut sustained 
them in their youth rather than with a 
sense of failure. Their God may have fail¬ 
ed but in this time and clime» there is no 
other God left to worship. The failed God 
is better than no God! 
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End of the TINA Factor? 

Bluihiii Sen Gupta 


With the Lok Sabha polls drawing nearer and an electoral breeze 
already blowing over the country, political attention is focused on 
whether or not there is a TINA factor. Will the voters march to 
the polling booths with the image of an alternative in their 
minds? 


AMONG the white patches on the Indian 
politiscape, perhaps the whitest one is the 
maturing voter. He and she are no longer 
sheep to be led to the polling booths by 
traditional traders in political power. The 
bulk of the voters live in the villaga far from 
the din and bustle of the Indian politkal life; 
but are not as oblivious of the Raj as they 
once used to be. The Raj today is ubiquitous. 
For the great bulk of the voters, the Raj 
means the patwari, the pramukh, the 
policeman, the moneylender—whether he is 
the modern banker or the traditional 
usurer—the block officer, the tahsil court. 
Each a tarnished limb of the gigantic system 
that thrives on corruption, exploitation of 
the^xMjr and denial of the VOl (Very Or¬ 
dinary Indian) of what he or she is entitled 
to get under the Constitution of a 
democratic republic The voter, however, is 
rapidly awakening from a long stupor. Tb- 
day, more then ever before, the voter knows 
that ultimately in this democracy he is the 
maker and un maker of the rulers. 

For some 21 years some sort of guerrilla 
warfare has been going on between the voter 
and the Grand Old Pany of Indian politics, 
the Congress. The OOP’s political fortunes 
have fluctuated since 1967-68 because the 
voter has learnt how to judge it on its 
delivery. The voter has flocked to an alter¬ 
native whenever he has found one Let down 
by the alternative, he has helplessly return¬ 
ed to the Congress. But not piermanently; 
each time, on a trial basis. Each time look¬ 
ing out once again for a credible alternative. 
The Congress raj has endured because of the 
TINA (There Is No Alternative) factor. 

Among the many contradictions in Indian 
politics, two stand out as the most relevant 
to the country’s progressively complex 
political evolution. The first is the contradic¬ 
tion between a democratic system and an 
authoritarian, even anti-democratic, party 
system that runs a developing, ‘soft’ 
democracy. The second is the contradiction 
between the authoritarian party system and 
the insUlutionalised elections in which the 
voter i.s the sovereign. However supreme Ra¬ 
jiv Gandhi may be in the Cqngrcss(I) Par¬ 
ty, however drained of democrac)' may be the 
structuri of the ruling party, its political for¬ 
tunes depend every fifth year, ot sooner if 
mid-term elections to the Lok Sabha are 


held, on the choice of the voter on which 
neither the party nor its leader has control. 
The supremacy of Rgjiv Gandhi does not ex¬ 
tend b^ond the political party of which he 
is the leader—not elected by the party but 
only by its parliamentary committee; and 
that also only as prime minister and not as 
party president. It is the same case with the 
other political parties, particularly one- 
leader parties like Iblugu Desam, DMK, and 
Lok Dal in Haryana. 

In this picture of a triangle of contradic¬ 
tions, the fragile democracy’s fate depends 
on the people and the voter. If the voter’s 
freedom could be clipped and his or her free 
choice circumscribed, there would be little 
to distinguish Indian democracy from an 
authoritarian system wrapped up in 
parliamentary and dectoial robn. Free elec¬ 
tions, then, constitute the motor of political 
and social change in India. The voter’s con¬ 
tinuing search for an alternative lends In¬ 
dian politics a dynamics that was missing 
in the first 20 years of independence. The 
voter now seems to be asking whenever an 
election is held: Is the TINA factor prevail' 
ing? Does an alternative exi-st? The TINA 
factor, therefore, is most crucial for an 
Indian election now, whether at the qationai 
or local level. 

For nearly 18 years, state assembly elec¬ 
tions have been delinked from parliamentary 
polls giving enough time to the voters to 
make a distinction between national and 
local levels of politics. In 1984-8S, the voters 
gave a convincing demonstration of their, 
awareness of the distinction. They voted the 
CongressU) to power at the national level 
with an overwhdming majority of seats. But 
only three months later, they wrote in bold 
letters their preferences at the state level of 
elections—the CPI(M) in West Bengal, 
Janata in Karnataka Telugu Desam in An¬ 
dhra Pradesh. The voters in northern India 
voted for the Congress(I) at the state Wei 
too, but the main opposition parties, for in¬ 
stance, the Lok Dal in Uttar Pradesh, were 
able to hold on to their support bases. If the 
opposition parties could unite in northern 
India, or if there were charismatic parties 
or leaders like the Telugu Desam and 
Ramakrishna Hegde, the voters’ verdict 
would probably have been different. The 
voters, then, saw the TINA factor working 


CAPimSCOPE 

in northern India, and absent in the south 
and the north-cast. 

If prime minister Rajiv Gandhi had 
recognised two major changes in the 
political process, namely, the passing of the 
Congress hegemony, and the emergence of 
a stable multi-party system in the country, 
and had worked to streamline the process, 
the Congressd) might have ruled at the cen¬ 
tre for a decade or even longer. For that, 
howevef, he would, be required to, transfer a 
great deal of power and resource to the 
stat^ and treat the opposition chief 
ministers as equal partners in the governance 
of the counti^ rather than, as be does the 
Congres$(I) chief ministers, as his minions. 
He refused, or wa.s unable, to recognise the 
cardinal facts of political change, and 
laboured to reinstate the Congre$s(I) 
hegemony as his mother had done in 1972, 
in another era, in another political milieu 
that was created by the victory of the Indian 
army in Bangladesh where it crushed the 
armed forces of Pakisten. Rajiv Gandhi has 
been sentenced to an unbroken, in fact, un¬ 
breakable, period of cold-to-tepid peace with ■ 
Pakistan and China: it is not for him to reap 
the golden electoral harvest of military vic¬ 
tory a la Indira Gandhi in 1972, and Mag¬ 
gie Thatcher after Falkland. 

For four event-packed years did Rajiv 
Gandhi try to conquer one opposition-held 
state after another. His successes were con¬ 
fined to Tripura. Mizoram, Nagaland, etc. 
Not in a single significant sute could he 
dislodge the opposition, whereas his party 
lost Kerala and Haryana, and, finally, in 
1989, Thmil Nadu, where it had enjoyed a 
long junior partnership of one or the other 
Dravida factions. 

The TINA then, appears to be fading 
away from large swathes of the country. It 
deserted the Congress(l) in Haryana, the 
first of the Hindi-belt states. In between the 
suite polls, the TINA factor deserted the rul¬ 
ing party in the ‘mini-general election’ of 
June 1988 when it lost a majority of 20 by- 
elections including the one in Allahabad 
which most Indians perceived as a shadow 
contest between Vishwanath Pratap Singh, 
archduke of the opposition and the prime 
minister. 

Now. with the lok Sabha poll drawing 
closer with every passing month and ah elec¬ 
toral breeze already blowing over the coun¬ 
try, political attention is riveted on the ques¬ 
tion: Is there or is there not a T INA factor? 
Will the voters march to the booths with the 
image of an alternative piintcd on their 
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minds? If thQ’ do, the CongressfO u dado¬ 
ed for a stint in the wilderness. 

There can, of course, also te a negative 
vote, TTie voters may determine to reject the 
ruling party without clearly wanting to bring 
an opposition national front to power. In 
that case, the Congress(l) will not be reduc¬ 
ed to a hopeless iniiioiity. It may come 
hack ssith a thin inaioniy or as the 
laigcsi single parly in the new I.ok 
SabliH and fot m a government tn coalition 
with one-t^r two small opposition groups or 
indeperulents if these were elected in good 
numhei. The lesult will be a weak Con- 
grcss(l) government at the centre and a very 
strong, even it divided by 00 . 11-61601100 ten¬ 
sions, opposition. And then, in the next 
round of .state-level elections, the Congressd) 
may lose a couple of states in the Hindi belt. 

Most people will .see this scenario as one 
of a weak regime at the centre and therefore 
of political destabilisation. In reality, 
however, this can be a constructive model for 
India. All political partie.s then will realise 
the importance of reforming themselves and 
not demand, or resist, only abstract 
‘reforms’. A weak Congressd) government, 
whether or not headed by Rajiv Uandhi, will 
defer to a strong opposition; between the two 
a rclattorcship ol partnership will grow to run 
the country’s a ffairs even as t he government 
and the opposition train their political guns 
dn one another. The hegemonic mentality 
of the Congressfl) leadership will have to 
yield to a co-operative mentality. The cen¬ 
tre will have to deal with the states with 
respect because the gravity of political power 
will shift to the states from the centre. It will 
be possible in the new milieu to restructure 
centre-state relations and activate’ the 
mechamsm recommended in the Constitu¬ 
tion to mediate in disputes between the 
states. 

The Mm Today poll of February suggests 
that large segments of voters have determin¬ 
ed to deny the Congres-sd) Party their voting 
.support. The voters’ image of the prime 
minister is fai from poor: it is so on ail ac¬ 
counts including such highly controversial 
matters as Oofors. He personally seems to 
be seen bv many more Indians than not as 
a man of integiiiy, a good administrator, a 
reasonably successful prime minister, one 
whose ami poverty programmes command 
a better (luliari public image than that of any 
opjHssiiion leader fhere is reasonably widely 
shared belief that his economic policies are 
pro-poof; many moic people than not seem 
to see him and his gosernmeni a.s commit¬ 
ted to icmoval of poverty. In comparison 
wiiii him, V P Singh labours in the public 
imagination quite slowly to gam the .stature 
o( a credible alternative leader. He is known 
only to less than -Kk per cent of the voters. 

But the voters’ asse.s.smeni of the prime 
mimstet does not deierinine their electoral 
attitude towards the Congress(l) Party. The 
India Tndav poll says that if election were 
to have been held last January, the Con- 
gressfll would have got onfy 274 scats in the 


1-ok fsabha, a slim majority of 3 in a house 
of 542 members. This, even if the anti- 
Congressd) voles were split due to divisions 
amongst the opposition parties. Ihe India 
Today poll declares that if the opposition 
can offer a united front, and anii- 
Congressd) votes are not split, the ruling 
party may end up with only 203 scats, 68 
short of a majority. 

I he opinion poll raises several in 
lercsting questions, assuming that it was an 
accurate assessment of the electorate mind 
in January. Is the electorate turned off by 
th^ Congressd) Party rather than by Rajiv 
Gandhi himself? Do the voters see the par¬ 
ty to be bigger than the prime minister? In 
other words, has Rajiv Gandhi failed where 
his mother succeeded: to submerge the par¬ 
ty and project over it the powerful image of 
‘the leader’? Or do the samples’ answers to 
specific questions about the prime minister 
fail to truly reflect their actual feelings and 
sentiments? Having made it clear that they 
won’t vote the Congress(I) back to power, 
did many of the voters decide to make discre¬ 
tion the better part of candour and gave the 
prime minister praise that they did not really 
mean? That may explain the puzzle the poll 
created among some of the aides of the 
prime minister: the voters say that they never 
had a better government and a better prime 
minister and still they would vote against 
him and his party! 

Mia Tbdays electorate opinion polls have 
not always proved to be accurate; Its predic¬ 
tion about the outcome of the Haryana poll 
was found to be a long shot from the reali¬ 
ty. But in December 1984 Pranoy Roy came 
stunningly within a hair’s breadth to the ac¬ 
tual results of the poll, even if his predic¬ 
tion of an unprecedented Congressfl) land¬ 
slide had strained the credibility of many 
observers. Neither the ruling party nor the 
opposition parlies can therefore afford to 
shrug off the January poll. Its message has 
been tremulously noted in both camps. 

It did not bring comfort to the Congressfl) 
Party. But it should alarm the opposition 
parties even more. The poll results maoe it 
abundantly clear that the electorate at this 
stage do not see a credible alternative to Ra¬ 
jiv Gandhi. If they vote against him, it will 
be a rejection vote. IWo-thirds of the elec¬ 
torate have no illusion that the opposition 
will remain together even if it twere to form 
a government. The voters have no faith in 
the unity of the opposition parties. Even 
Vishwanath Pratap Singh’s own image has 
not been rising adequately. More people 
than last year know that he exists, but more 
people believe that Rajiv Gandhi is more 
honest than him, more pro-poor, a better ad¬ 
ministrator, a better political leader. 

What docs this mean in terms of prepa- 
rihg for the election? Foi Rajiv Gandhi and 
his party, it means, above all, mobilisation 
of all resources to see that the opposition 
groups remain divided, their leaders con¬ 
tinue to fight among themselves, and that 
V P Singh's image in the public mind docs 


not rise, but goes on sinking. Simuhaneous- 
Jy, it means that the Congres.sfl) must woo 
tbc poor ardently and assiduously, garner 
Its enormous resource.s to mount a gigantic 
election campaign. Wc shall see the ruling 
party active on both fronts, overt as well as 
coven. Rajiv Gandhi has reshuffled his 
political-bureaucratic staff accordingly. 

The opposition parties must close their 
ranks, their leaders sink their inter personal 
animosities and join together to build in the 
voters’ minds the image of a credible, stable 
alternative. In reality, however, they are do¬ 
ing exactly the opposite. In the second week 
of February, Chandrasekhar threatened to 
“break up” the Janata Dal; the HP faction 
of the Lok Dal seemed to be heading for a 
split; BJP announced that it would put up 
200 candidates for the l.ok Sabha therd^ 
tnounting a large-scale vote-splitting opera¬ 
tion which could benefit only the Con¬ 
gressfl); CPI’s Rajeshwara Rao and 
CPIfM)’s Jyoti Basu hurled sharp invectives 
dt one another. The political reports at the 
CPI’s I4th Congress in Calcutta had more 
praise for the Congressfl) than the National 
Front. None of the opposition leaders seems 
to be on good terms with the others; their 
attachments to one another are extraor¬ 
dinarily mobile! The sight of the threshold 
of power IS sharpening the divisions among 
the opposition leaders instead of pressing 
them into a collective whole. There will be 
more worms in the apple as the weeks and 
months roll on. The sight of Indian politics 
in this election year does not exactly lift 
anyone’s heart. 
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Calcutta Diary 

AM 

Once you make up your mind and embrace the philosophy and 
practice of deficit financing lock, stock and batnl, pettifogging 
Fiscal debates are left behind. It is Operation By-pass, with this 
additional bonanza: year-round, non-stop defidt finandng blots 
out the distinction between monetary policy and fiscal policy. In 
the bargain, it will also make us qualify for the international big 
league of the *debt trap’. 


IS not the budget itself then a colonial 
hang-over? An annual rinancial statement 
has to be laid before parliament to honour 
Article 112 of the Constitution. But its 
presenution can be easily divested from 
the ballyhoo currently accompanying it. 
For this supposedly crucial part of the' 
budget, how the government arranges to 
raise resources in order to cover its expen¬ 
diture, has meanwhile been reduced to a 
disjunctive exercise; it has little to do with 
the rest of the procedures in financial mat¬ 
ters, including those relating to appropria¬ 
tions and votes on grants. Revenue collec¬ 
tion is now augmented round the year 
through adjustments, from time to time, 
in administrative prices or in import or ex- 
porj duties. Or extra resources are raised 
by periodic announcement of fresh tran¬ 
ches of borrowing from captive banks and 
rinancial iiutitutions. And, of course, that 
by far the most important resource- 
creating activity these days, the printing 
of notes, is a continuous process; the 
authorities do not need the specific sanc¬ 
tion of parliament to keep creating money 
through flotation of treasury bills. 

Purists may debate whether deficit 
financing in fact creates resources, but 
does anybody care? And since this is so, 
should not the concept of public finance 
itself undergo a sea change? Much of the 
existing literature on conventional fiscal 
matters—equity in taxation, optimum tax 
regimes, impact, shifting and incidence of 
particular tax measures, cascading and 
non-cascading effects of this or that tax 
instrument, the nuances uid non-nuances 
of a tax on dividends or capital gains, 
etc—have been rendered into irrelevance. 
Ihxes, particularly direct taxes, hardly 
occur on the agenda any more. Borrowing 
from captive institutions too is not alto¬ 
gether distinguishable from straightfor¬ 
ward deficit financing. Both contribute to 
accretion of money supply with the public, 
and this accretion to the monetary flow 
has emerged as the outstanding fiscal 
phenomenon. Why burden our public 
finance text-books then with outdated 
junk, unless it be that those in charge can¬ 
not quite believe that the present phase of 
extraordinariness will continue indefinitely 
and nonchalant note-|mnting provides the 


answer to each and every one of the 
government’s pn^ers, and without causing 
any major disturbances in the system? 

Belief too is an aspect of environmen- 
ul management. If a sufficiently large 
number are willing to aver that what is 
otiose is normalcy, the point of view will 
earn a degree of sodal respectability. With 
some investment of public relations, 
created money can be rid of the stigma 
currently attached to it. There is also this 
other advantage: in the market place, it 
is not possible to draw a difference between 
money that is deficit finance-induced and 
the rest of the genre. Creating money 
through recourse to the printing press is 
also such a seemingly painless, costless 
process; controversies over whom to tax 
and at what rates are stilled, the so-called 
general public, unless they are specially 


told, do not even have the chance to know 
which direction they are being led towards. 
By the time they r^se the nature of the 
calamity befalling their level of real in¬ 
comes, history has already advanced quite 
a few paces. 

Considered in this light, budgetary 
dendts constitute a most effective modali¬ 
ty for by-passing established institutions 
and processes. It has actually a parallel in 
the political sphere. The polity we ate in 
is in a bit of a mess. Evidence is strewn 
everywhere of heterogeneous centuries 
coexisting in a chaotic equilibrium; no 
organisational arrangement can equally 
satisfy the various contending groups 
jostling for a share of prominence and 
privilege, lb try to placate a implies 
alienating b, pleasing b means generating 
disaffection for c, and so on down the line. 
Up to a point, these are the customary 
travails of what passes for democratic 
functioning. The norms which go with 
such functioning are cumbrous, they slow 
down the system, yov cannot be always 
sure you will arrive where you want to ar¬ 
rive. Problems may therefore accumulate 
and accumulate: If, for example, ministries 
keep quarrelling on targets and instru¬ 
ments. things can get stalled, and the 
public image of the government as a 
whole suffer. I f, within a ministry, teefani- 
dans and civil servants disagree among 
themselves and a minister has a third 
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point of view, then, too, time ttamb etil] 
•ad there ii a loss of inetitutionid liKe: 'R> 
break through the impasse; in many coun¬ 
tries men either in the president’s office 
or in the prime minister’s secretariat have 
begun to step in. They take charge of 
decision-making, major as much as minor, 
and resolve, in the only manner they 
know, the inuactable contradictions. Wne 
we to borrow from the vocabulary of 
poetry, they ensure that the rose and the 
fire are one. 

But doubts are castable in all seasons. 
Maybe the rose and the fire, reluctant 
journeymen, are not immediately one, 
whether it be in the arena of politics or 
that of economics. Maybe, Margaret 
Thatcher notwithstanding, some foob will 
continue to vouch for the superiority of 
a progressive tax system over a poll tax 
regime. Maybe some economists, who do 
not know their oats, will take umbrage at 
the fact that, in the overall tax proceeds, 
the collection from indirect imposts is as 
high as eighty-six per cent. Maybe some 
nitpickers will persist in their opaque 
point of view: periodic increases in ad¬ 
ministrative prices, they will maintain, is 
tantamount to indulgement in sharp prac¬ 
tice, since the States of the Union are 
being deprived of what would otherwise 
accrue to them. Let peace descend of 
earth, why get involved in such nibbling 
controversies when, with just a little ef¬ 
fort of the mind, you could reach a new- 
foundland? Once you make up your mind 
and embrace the philosophy and practice 
of defleit financing lock, stock and bar- 
jel, pettifogging fiscal debates are left 
behind. It is Operation By-pass, with this 
additional bonanza: year-round non-stop 
deficit financing also blots out the distinc¬ 
tion between monetary policy and fiscal 
policy; at least in this matter, the rose and 
the fire are one 

That this budgetary practice does 
violence to acceptable notions about in¬ 
come and a.ssets distribution, and is par¬ 
ticularly rough on the lower income 
groups, ought not to cause too many 
sleepless nights. For if the economy really 
gets going, even the hitherto disadvanug- 
cd. it can be argued, will come to extra 
jobs and incomes, the loss in the swings 
will be more than made up by the gain in 
the roundabouts. In any event, some 
sacrifice is called for in some quarters if 
economic growth is to proceed. The hang¬ 
ups from the past therefore deserve to be 
thrown into the dust-heap of history. Has 
it not been already agre^ to that, since 
the overriding concern is national develop¬ 
ment, doctrinal prejudices are to be 
dispensed with? lire authorities have in 
fact proved themselves to be remarkably 
sensible in some matters, for instance, in 
dealing with the phenomenon of the 
‘parallel’ economy. Resources floating 


•boMlntliefp-ciBedblMicBMiHg^ our dvfi Mrvun aside and advise them 

much a part of aggregate wsaiowat 
resounxi, there am be abaetinely no laum 


if these too are. brought into the piMc 
domain, enabling the growth effortt laun¬ 
ched by the government reach the thres¬ 
hold of the critical minimum. It has ac¬ 
cordingly been arranged to accord open- 
ended facilities to crooks and smugglers 
so thm their hoards of black money could 
be turned into white, such as dirou^ con¬ 
tributions to the numerous small savings 
schemes. No questions are asked on the 
source of funds, the rate of interest is 
alluring, the accompanying tax conces¬ 
sions are simply out of this world. If the 
nation can cohabit with such an arrange¬ 
ment, there is little reason to worry over 
possible distortions in income distribution 
deficit finance-induced inflation might 
bring about. Has not the resilience of our 
system already evoked the admiration of 
foreigners straddling a wide ideological 
spearum? 

Suppose however prices really threaten 
to go out of hand, partly because excellent 
harvests do not replicate themselves year 
after year, and also partly because it is 
private stock-building which is encouraged 
in the years of good harvest.‘It could 
cause some hurt to our ego, but, faced 
with such exigencies, we might once more 
think in terms of importing foodgrains. 
It would of course be awkward if we were 
compelled to compete with other food- 
deficit countries for buying grains in the 
international market. In case these deficit 
countries all belong to the northern hemi¬ 
sphere, the graph of their agricultural per¬ 
formance could run together, and provoke 
a cobweb-type price explosion. 

In that ktod of situation, foreigners sell¬ 
ing the grains are likely to drive a hard 
bargain. Grain imports apart, large-scale 
injection from outside of other goods in 
short supply is about the only effective 
antidote to runaway inflation. Should 
such be the fate befalling us, we would 
badly need extra foreign exchange. Given 
the conditioning of their reflexes, out 
leaders would then look toward the direc¬ 
tion of the G-7 nations. The finance 
ministers of these nations are in the habit 
of meeting from time to time; it does not 
however appear that they are in any mood 
to enlarge the window of concessional 
finance for the third world brotherhood. 
The scare the threat of wholesale debt 
repudiation by the Latin Americans had 
caused a few years ago has been duly 
taken care of. Our plight might not there¬ 
fore unduly bother the rich countries. 
They might at most leave it to Japan, em¬ 
barrassed by her mounting pile of foreign 
balances, to raise marginally her quota of 
foreign lending. But Japan too has her 
own preferences and priorities. In the end, 
the Group of G-7 nations may simply take 


to bomw private capital from wherever 
they can ao as to stave off the balance of 
payments crisis. 

Vibuld not the problem of intei^ted, 
inter-connected g^ cast its rtiadow at 
this stage? Even for attracting private 
forrign capital, it will be said, we ne^ to 
create the proper amUence This is likely 
to come idiout, we nuqr be further advised, 
only If our gmerally v^-behaved govern¬ 
ment agrees to some more bouts of libera¬ 
lisation. In effect, this would mean allow¬ 
ing a further gush of imports. The strain 
I on balance of payments would then ag¬ 
gravate, rendering the need for foreign 
exchange even more acute. Perhaps the 
denouement sought would nonetheless be 
reached, we would succeed in creating a 
satisfactory aura of import-using am¬ 
bience. That, other things remaining the 
same, should speed up the flow of inter¬ 
national private capital. But, there is the 
other side of the shield, the celebrated 
debt-trap could then not be far behind 
either, 'fo at least some social climbers, 
that is a target well worth pitching for. 
They may even quote from Hindu scrip¬ 
tures in support of their position favour¬ 
ing an elongated credit line 

This, then, is the iximrose path domestic 
credit creation ad it^mitum helps to open 
up. It pushes aside the piffling issues con¬ 
ventional fiscal policy gets entangled with; 
in the bargain, it makes us qualify for the 
big league of the ‘debt trap’. The rose and 
the fire go into each other. 
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COMPANIES 


BAJAJ AUTO 

Takeover on Conditions 

BAJAJ AUTO has experienced a setback 
in its performance due to suspension of 
operations at its Waluj plant from 
November 7,1987 followed by a lock-out 
of the daily-rated workers. The lock-out 
was lifted from April 24, 1988 but it was 
followed by strike of the workers. After 
protracted negotiations, the'eompany has 
signed on July 6, 1988 a settlement with 
the union at Waluj covering a 3'/i year 
period ending December 31, 1991. The 
workers have resumed their duties and 
Waluj plant has commenced its normal 
operations. The directors point out that 
higher cost of raw materials and other in¬ 
puts also contributed to reduced profits. 
Production of scooters during the year 
was 4,06,256 as against 5,15,293 in the 
previous year, motor cycles 54,739 against 
41,893 and three-wheelers 49,640 agaimst 
43,905. These figures also include CKD 
packs. Sales amounted to Rs 420 crore 
against Ks 471 crore previously and gross 
profit declined from Ks 113.32 crore to 
Rs 78.93 crore, reflecting considerable ero¬ 
sion of profit margins. Net profit was 


more than halved lo Rs 29.25 crore 
(Rs 64.56 crore). Dividend reduced to 40 
per cent on the doubled capital resulting 
from a one-for-one bonus issue from 80 
per cent paid out previously was covered 
3.88 times by earnings as again.st 8.57 
times. The total foreign exchange earned 
by the company during the year amounted 
lo Rs 50.54 crore. 

in response to a reference from the 
government of India, the company has in¬ 
dicated the terms and conditions on which 
it would be willing to acquire the agreed 
assets and equivalent liabilities of Scooters 
India at Lucknow. The unit will have a 
licensed capacity of 3,00,000 per annum 
for assembly manufacture of two/three- 
wheelers. According to draft of the memo¬ 
randum of understanding to be signed in 
this connection, the company has agreed 
to take up to 1500 employees; the condi¬ 
tions in the company’s Waluj licence that 
1,00,OCX) two-wheelers out of the total 
licensed capacity of 3,00,000 be assembled 
in UP will be deleted; and the UP govern¬ 
ment will make available various benefits 
including sales tax exemption to the unit 
at Lucknow as is applicable to a new unit 
in a backward area. Furthermore, it has 


The Week's Companies 


(Rx Lakh) 


Baja j A uto _.Sh aw Wallace _tOCP_ 

LaicM Year Last Year Latest Yeai Last Year Latest Yeai last Year 



30.6-8* 

30-6-87 

30-6-88 

30-6-87 

30-6-88 

30-6-87 

Paid-up Capital 

1881 

941 

1275 

675 

1146 

1146 

Reserves 

19582 

18440 

2286 

2367 

2035 

1675 

Borrowings 

12110 

11481 

1373 

464 

5007 

3468 

oj which Term Borrowings 

7338 

6747 

78 

86 

2147 

1171 

Gro.s$, fixed assets 

38711 

31229 

2014 

1899 

6946 

6115 

Net fixed assets 

26490 

24025 

986 

906 

4741 

2431 

Investments 

4370 

4914 

417 

417 

280 

280 

Curient liabilities 

21318 

12155 

5469 

3799 

4518 

4708 

Current assets 

24010 

23055 

9001 

5981 

7685 

8286 

Stocks 

10657 

9753 

1750 

1768 

4053 

3850 

Book debts 

1404 

2016 

2448 

1722 

1315 

1582 

Net sales 

41987 

47075 

19224 

15945 

8546 

7865 

Other income 

4505 

3245 

1897 

1476 

651 

616 

Raw material costs 

26209 

27498 

12477 

10289 

3693 

3208 

Wages 

4438 

4540 

1326 

1126 

867 

772 

Interest 

1770 

1022 

211 

88 

443 

424 

Gross profit (+)/loss (-) 

7893 

11332 

1815 

1706 

853 

482 

Depreciation provision 

4268 

2776 

113 

185 

359 

482 

Hut Provision 

700 

2100 

730 

680 



Net profit (-t-J/lossf-) 

2925 

6456 

972 

841 

494 

— 

Investment allowance reserve 

— 

— 

12 

— 

— 

— 

Thuisfer to reserves 

2172 

5703 

536 

627 

357 

— 

Dividend 

Amount P 



4 

4 

_ 

- . 

E 

753 

753 

420 

210 

137 

137 

Rate (per cent) P 


— 

6 

6 


— 

E 

40 

80 

35 

35 

12 

12 

Cover (limes) 

3.88 

8.57 

2.30 

3.99 

3.60 

— 

Ratios (per cent) 

Cross profit/sales 

18.80 

24.07 

9.44 

10.69 

9.98 

6.13 

Net profit/capital employed 

13.63 

33.31 

27.29 

27.65 

15.53 

— 

Inveniories/sales 

25.38 

20.72 

9.10 

1109 

47.42 

48.95 

Wages/sales 

10.57 

9.64 

6.89 

7.06 

10.14 

9.81 


been agreed that the department of public 
enterprises in the ministry of industry will 
use its good offices to obtain an endorse¬ 
ment on the company’s industrial licences 
for manufacture at Akurdi/Waluj of ad¬ 
ditional two/three wheeler CKD units up 
to 3,00,000 for supply to the Lucknow 
unit. It has also been indicated to the 
government authorities that if Scooters 
India Employees' Co-operative Society or 
any other buyer is willing to acquire the 
Lucknow unit on terms and conditions 
which are similar or more favourable to 
the government the company will have no 
objection if the Lucknow unit is handed 
over to such an offerer. In the meanwhile, 
the government has accorded for the time 
being its approval to the company’s re¬ 
quest for complete manufacture at VV^luj 
of the balance 1,00,000 units which had 
been earmarked for UP.-In the proceedings 
filed in West Germany against West 
German distributor, the matter has been 
recommitted to the court of appeal for 
consideration and decision and the next 
hearing has been fixed in June 1989. 


SHAW WALLACE 

Business is Booming 

SHAW WALLACE AND COMPANY 
has been able to improve further its finan¬ 
cial performance and augment its ba.se for 
future growth. The company has earned 
a higher gros.s profit of Rs 18.15 crore- 
against Rs 17.06 crore in the previous year 
following sales of Rs 192 crore against 
Rs 159 crore. Net profit is Rs 9.72 crore 
(Rs 8.41 crore). The unchanged dividend 
of 35 per cent on the enlarged capital is 
covered 2.30 times by earnings as against 
3.99 times previously. The expansion of 
the company’s agro-chemical complex at 
Haldia has been taken on hand and pro¬ 
gress is satisfactory. The consumer pro¬ 
ducts division was re-organised on more 
efficient lines. There has been a signifi¬ 
cant increase in the volume of the group 
turnover in liquor business and the group 
has acquired additional sources of supply. 
In the services to the oil industry, the 
group has successfully bid for collection 
of seismic data in collaboration with 
Geophysical Services, now a subsidiary of 
the renowned Hallyburton Group of 
the US. 

A joint venture for manufacture of 
gaskets for disposable syringes in associa¬ 
tion with Aoki of Japan and the establish¬ 
ment of this unit at the FTZ at Madras 
is proceeding fa.st. The group has acquired 
an interest in a tyre factory in the south 
where future expansion includes truck tyre 
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fflanufacture. The group's diversification 
into the real estate has progressed well and 
acquisition of three sites in prime areas 
at Madras and Calcutta are nearly com¬ 
plete. Several companies including Calcutta 
Chemicals Company, Detergents India 
and Sica Breweries have become subsi¬ 
diaries in the group. Exports and services 
sectors have been identified as areas of 
thrust for expansion. The products of the 
footwear division are finding greater ac¬ 
ceptance in European and American 
markets and with better arrangements be¬ 
ing made for regular supplies of shoe up¬ 
pers and other nece.s.sary ingredients, the 
unit .should be able to show improved 
results and derive benefits from a boom¬ 
ing market. 

KCP 

Modernising Sugar* 
Making 

KCP has shown improved performance 
for 1987-88 with a turnover of Rs 85.46 
CTore against Rs 78.65 crore in the pre¬ 
vious year and a gross profit of Rs 8.53 
crore against Rs 4.82 crore, reficcting a 
notable increa.se in profit margins. There 
is a net profit of Rs 4.94 crore which 
covered the unchanged 12 per cent equity 
distribution 3.60 times by earnings. l..asi 
year's dividend came entirely from the 
past reserves. On July 21 last, the com¬ 
pany iiisued and allotted 25,460 equity 
shares of Rs 10 each to the erstwhile 
shareholders of Challapalli Sugars in 
terms of the scheme of amalgamation ap¬ 
proved by the Board for Industrial and 
Financial Reconstruction (BIFR). This 
unit is being modernised and its crushing 
capacity is also propo.sed to be enchanc- 
ed to 2,500 TCD through installation of 
equipment of the latest technology. The 
modern plant is expected to go on stream 
by 1991 season and detailed project report 
and applications are now under prepara¬ 
tion for submission to the financial in¬ 
stitutions. Meanwhile, an application is 
being made to the ministry of industry for 
the enhancement in capacity to 2,500 
TCD. This expansion is envisaged at a 
total estimated cost of Rs 1,583 lakh, of 
which Rs 83 lakh will be out of internal 
generation. Rs 500 lakh from Sugar 
Development Fund Loan and Rs 1,000 
lakh from term loans from financial in¬ 
stitutions. The Ramakrishna cement fac¬ 
tory at Machcria produced a lower quan¬ 
tity of cement mainly due to power cut 
imposed by APSEB, which has since been 
lifted. Implementation of modernisation 
project was hampered by continuous and 
heavy rains and commissioning of the 
project was rescheduled for May this year. 
The central government has sanction^ an 


industrial licence of 4 lakh tonnes of 
ordinary portland cement per annum for 
the unit. 

The company has entered into a Finan¬ 
cial lease with ICICI for installation of 
3x3.3 MW diesel generating sets. Total 
estimated outlay for the captive power 
plant is Rs 970 lakh. The technical colla¬ 
boration entered into with Fives-Cail 
Babcock of France U now under imple¬ 
mentation and the updated technology 
has given a competitive edge to the 
engineering unit in the sugar machinery 
market. For the first time in India. KCP 
will be introducing the high capacity high 
extraction and highly reliable self-setting 
mills which incorporate state of the art 
technology developed by the French firm. 
IDBI has sanctioned Rs 44 lakh under the 
Technical Development Fund Scheme for 
the import of technology from Fives-Cail 
Babcock. The Visakhapatnam Steel Plant 
authorities have approached the company 
for entering into a long-term contract for 
sale of its granulated slag which will be 
a by-product of its steel-making process. 
The company is now considering a pro¬ 
posal to set up a 800 TPD slag grinding 
unit close to the Visakhapatnam Steel 
Plant and grind clinker transported from 
Macherla unit with slag. The project 
outlay is expected to be Rs 10 crore. 


STAR INDUSTRlikL 

Blanket Unit in Algeria 

STAR INDUSTRIAL AND TEXTILE 
ENTERPRISES recently handed over to 
the Algerian government a blanket factory 
set up on a turnkey basis. The contract 
was awarded to the company in 1983. The 
capacity of the factory is one million 
numbers acrylic woollen blankets and 
2.000 tonn.es of coarse yarn per annum. 
According to press release by the com¬ 
pany, the quality of the blankets is superb 
and the Algerian government has decided 
to earmark the entire production for ex¬ 
port. An identical project, which was 
awarded to a French Firm, was abandoned 
by it because it could not complete it. This 
greatly enhanced the value of the Indian 
achievement in this sphere. Star has 
earned for the country Rs 17.03 crore in 
foreign exchange on this project. The 
company has managed 4 textile mills in 
Algeria in the past 4 years to the full 
satisfaction of the client. ALso, Star has 
completed during the recent past two 
other turnkey projects—one in Kenya 
under which a Textile Training Institute 
was set up in Nairobi and the other in 
Morogoro, Tknzania, where electrification 
of the entire polyester plant was under¬ 
taken by it. 


Latest Qian (Boof^s 


Prisons And Society 
A Study of the Indian Jail System 
JAYTILAK GUHA ROY 

A Study of the evolution of the purposes and principles of 
Prison Administration in India. Discusses problems of ad¬ 
ministering prisons in India, capital punishment, rehabili-, 
tation of prisoners and restructuring of Prison administra¬ 
tion. 

200p 23cm Rs. 180 

Maoists In Andhra Pradesh 

SHANTHA SINHA 

The book deals in detail with the development of maoist 
politics and ideology in tl^e state of Andhra Pradesh over 
a period of fifteen years ending in 1983. Major concern 
being the dynamics of maoists movement in Srikakulam 
and the Telengana region. 

320p 23cm 1989 Rs. 280 
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On the Tast Track’ to Economic 
Dependence 

BM 

The new policy framework for foreign collaboration not only ties 
investment and production in the economy to foreign finance, 
technology and equipment in perpetuity but also strangulates all 
meaningful R and D in the country. 


THE ‘fast track’ for the inflow of direct 
foreign investment which was opened up 
by the prime minister after his visit to 
Tokyo last year and which is no longer 
limited to Japanese capital and has been 
extended to all OECD countries was 
claimed, to begin with, to be a device 
merely to streamline cumbersome proce¬ 
dures and end bureaucratic delays in the 
processing of proposals for foreign invest¬ 
ment. The ‘fast track' has indeed given the 
desired results and there was a spurt in 
direct foreign investment last year. A.s 
against an annual average of Rs 100 crore 
in recent years, direct foreign investment 
is reported to have been well over Rs 200 
crore in 1988, 

It is not merely the streamlining of pro¬ 
cedures, however, which has made the 
Indian market attractive for foreign in¬ 
vestors. More significant is the shill in 
policy which has helped to attract direct 
foreign investment. The foreign inveiit- 
ment board has recently cleared the pro¬ 
posal of two Japanese companies for set¬ 
ting up in India a plant for manufactur¬ 
ing monochrome gas shells for the televi¬ 
sion industry. The proposal was not only 
cleared in an extraordinarily short period 
of four months but it also outlines the new 
policy parameters for direct foreign invest¬ 
ment. The Japanese companies will pro¬ 
vide only 20 per cent of the equity of the 
company or companies which they will 
float in India for setting up the plant. 
They will offer 20 per cent equity to an 
Indian partner who will be picked by 
them. The rest of the 60 per cent equity 
wilt be taiited from the general public in 
India. In another case, a West Gnman 
firm has b^ allowed to come in with 20 
per cent equity, together with 20 per cent 
equity provided by the International 
Fiiumce Corporation, Washington, to 
float a company in India to manufacture 
auto-parts. The remaining 60 per cent 
equity will be raised once again from the 
general public 

The ‘fast track’ for direct foreign invest¬ 
ment thus means that foreign investon do 
not have to identify, let alone enter into 


a collaboration arrangement with, a speci¬ 
fic Indian partner or partners before they 
make an investment proposal for engag¬ 
ing in commercial enterprise in India. The 
initiative for coming to the Indian market 
would rest entirely with the foreign in¬ 
vestor. What these anwgements add up 
to actually is that wij^ relatively small 
investment in foreign'exchange, foreign 
6rms will set up their subsidiaries in India, 
wholly controlled and managed by them. 
There will be no transfer of technology to 
Indian hands. There would be no Indian 
business inter<»t to which technology 
could be transferred. These subsidiaries of 
foreign companies will function on the 
basis of large imports. There will be no 
meaningful phased indigenisation pro¬ 
gramme or import substitution effort. 
Indian marist will thus become a captive 
one for supplies of machinery, parts and 
components in areas of high proHtability 
selected by the foreign companies. Even 
the growing tribe of compradore business 
interests in India in search of collabora¬ 
tion arrangements with foreign interests, 
aibdt as junior partners, are being left out 
in the cold as part of the ‘fast track’ for 
the entry into India of foreign capital. 

After the big spurt in foreign collaboni- 
tion deals in 1985 and 1986, there was 
some slack. The uncertainty in responses 
and approaches which characterised the 
functioning of the government after ear¬ 
ly 1987 probably acted as a damper. It 
appears, however, that the prime minister 
and his aides are now in a desperate hurry. 
It has been decided in particular to push 
ahead, fast and hard, with such policy 
positions to which the liberal import of 
foreign technology and capital is of 
critical importance. Hence the spate of 
revisions and adjustments in industrial 
licensing for Indian big business and the 
drive for enlarging the scope and scale of 
direa foreign investment and foreign col¬ 
laboration. The prime minister’s bold 
posture finds many admiiers among those 
who were to begin with impressed by his 
liberalising policy initiatives. They had 
been advising the prime minister not to 


let up as he was seen by them to be doing 
since early 1987. 

The government took steps in 1985 and 
1986 to dilute FERA restrictions on equity 
participation by foreign partners under 
collaboration arrangements in production 
ventures for export. It also made rates of 
royalty payment on transfer of technology 
more attractive. This together with other 
fiscal concessions and incentives for im¬ 
port of complete plants, equipment, parts 
and components under the foreign col¬ 
laboration arrangements gave a big im¬ 
petus to foreign collaboration deals. 
However,'what is being regarded in official 
policy as most critical in this context is the 
question of foreign equity under col¬ 
laboration deals. Equity participation is, 
therefore, being allowed and encouraged, 
in fact is being insisted upon, not only in 
production ventures for export but all 
along the line. The insistence upon 
outright purchase of foreign technology 
and a phased programme of indigenisa¬ 
tion up to at least 90 per cent within a 
stipulated time-frame and eventually total 
indigenisation has been given up. In¬ 
digenisation of products and components 
up to 70 per cent is now considered suffi¬ 
cient and that too over an indefinite 
period of time. A 30 per cent import con¬ 
tent has been accepted as a permanoit and 
desirable feature under foreign collabora¬ 
tion arrangements—as a way to maintain 
international quality standards. Along¬ 
side, the period of royalty payment u>. 
foreign collaborators has been increased 
from 5 to 7 years. Actually, royalty pay- 
meat. like tlie 30 per cent import content, 
will be a permanent feature of collabora¬ 
tion deak. The idea is that such deals must 
involve the flow of technology from the 
foreign collaborators on- a continuing 
basis as part of technology upgradation. 
Foreign equity participation and hence 
participation in management by the 
foreign partner is regarded as necessary 
for this purpose. This policy framework 
for foreign collaboration not only ties new 
investment and production in the econo¬ 
my to foreign finance, technology and 
equipment in perpetuity but also strangu¬ 
lates all meaningful R and D in the coun¬ 
try. The next logical extension is to give 
the foreign investor the initiative to pick 
his Indian partner or do without one, ac¬ 
cording to his convenience. 

A widely publicised news item recently 
referred to foreign investors who after 
exhausting their home markets are now 
flooding the Indian market with “concept 
toys” through Indian partners. The upper 
and middle classes are apparently going 
in for these toys in a big way in spite of 
their high prices. Three or four Indiim toy^ 
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maker* trie accordingly rinalising foreigo 
coUaboradon anangonents. Ibieign cam- 
tal is Mng relied upon not only for the 
supply of varieties of machinery, chemi* 
cals and pharmaceuticals in pmference to 
what India produces or can produce; the 
Indian market is being opened up for 
foreign capital to satisfy the consumption 
and entertainment needs of the upper and 
middle classes. A striking feature of the 
Indian scene in this context is that foreign 
investors easily find Indian collaborators 
and work through them to ensure both 
greater security as well as super profits for 
their investment. An alliance is thus be¬ 
ing forged between foreign companies, 
multinationals in particular, enjoying the 
backing of the administrative and political 
authorities of their own countries and In¬ 
dian compradore business interests enjoy¬ 
ing admini-strative and political patronage 
here. 

The starting point of India’s search for 
foreign capital in the fifties was the need 
to bridge the resources gap, especially of 
foreign irputs for development. Subse¬ 
quently non-project foreign credits began 
to be preferred, primarily to finance 
imports for maintenance rather than 
development purposes. When the foreign 
exchange position eased somewhat in the 
second half of the seventies, because of 
progress in agriculture and the remittances 
of Indian workers abroad, non-project 
credits began to be used to import sup¬ 
plies for consumption to hold the price 
line and to raise rupee resources for the 
government to meet its rising levels of 
non-development expenditure The appeal 
of non-project credits was reinforced 
when inflationary pressures in the 
domestic economy began to surface even 
while there was worsening of the terms of 
intemationaj trade for India. In this tangl¬ 
ed process, dependence on foreign capital 
tended to grow and blight the prospects 
of independent economic development. 
But this tendency has become overwhelm¬ 
ing since the mid-eighties. Credit-financed 
imports of technology and equipment are 
now regarded as more and more desiiabie 
propositions. Joint investment, especial¬ 
ly in large infrastructural projects, both 
in the public and private sectors, has been 
considered another tempting proposition. 
Implicit in such arrangements has been 
import of complete plants and their erec¬ 
tion and commissioning by foreign agen¬ 
cies on a turnkey basis. 

The projections of India’s foreign in¬ 
debtedness are significant in this context. 
The World Bank began to emphasise by 
the mid-eighties that “India’s trwiitionally 
conservative approach to foreign borrow¬ 
ing" would have to be given up. Accor¬ 
ding to the World Bank, “throughout the 
1960.S and 1970s, the foreign borrowing 


(by India] that took place was mainly on 
concessional terms’*. In 1979-80, less than 
one per cent of India’s foreign debt was 
from private financial institutions. But the 
situation has since changed significantly, 
“foreign commercial loans accounted for 
40 per cent of India’s total foreign loan 
commitments and SO per cent of disburse¬ 
ments in 198S-86. By the end of 1986-87, 
about 22 per cent of India’s total debt 
outstanding was owed to private credi¬ 
tors”, according to the.World Bank’s 
report on India. India decided for the first 
time in 1981 to go for a structural adjust¬ 
ment loan under the extended financing 
facility of the IMF. The IMF advanced a 
loan of 5 billion SDRs for financing “a 
three year programme of adjustment”. 
This implied that the most critical period 
for India’s balance of payments was the 
three years ending 1985. The government, 
however, terminated the loan arrangement 
after two and a half years. This was on 
the assumption that the payments gap 
would be brought under control. This has 
not turned out to be a correct assumption. 
The payments gap has been growing 


relent lessly after 1983 and the foreign*- 
debt has grown to $ 56 billion whidi poses 
servicing problem of grave dimensions. 
The World Bank has now become out¬ 
spoken about the need for direct foreign 
investment for hastening the ‘adjustment 
process’ and completing it by the mid- 
nineties even at some ‘political cost’ to the 
official esublishment in India. The time¬ 
table laid down by the World Bank is' 
evidently the inspiration for the strident 
campaign in favour of direct foreign in¬ 
vestment launched by the prime minister 
after his Ibkyo visit last April. There is, 
however, nothing very spectacular to show 
for it so far because the foreign multina¬ 
tionals are hard bargainers. But the 
ground has been prepared for giving a free 
run to the multinationals in the Indian 
market in which the interests of even In¬ 
dian compradore business elements may 
be sacrificed. This is what the prime 
minister’s 'fast track’ for foreign capital 
is designed to achieve. The ’settlement’ 
with Union Carbide on ‘compensation’ 
for (he Bhopal gas victims has not been 
wholly fortuitous or mindless. 


FORD FOUNDATION POST-DOCTORAL RESEARCH 
FELLOWSHIPS IN ECONOMICS 

Applications are invited for overseas post-doctoral research fellowships 
in economics (maximum, non-extendable duration of 12 months). These 
fellowships are tenable at prominent foreign universities or economics 
research institutions, and are intended to strengthen individual research 
capabilities in economics, with special priority given to 
Macroccoiioinic^ International Economics, and Public Economics. 
Proposals for both empirical and theoretical research will be considered 

Indian citizens permanently employed in Indian universities, colleges, 
or research institutions, with a Ph.D. in economics, and below 40 years 
of age, are eligible for these research fellowships. 

Only persons holding permanent positions are eligible to apply. The 
fetlcwships will be administered in India by the National Institute of Public 
Finance and Policy. For a preliminary application form, please write to 
the Director, National Institute erf public finance and Policy at the address 
below, giving birth date; field of primary specialisation in economics; 
present position,- Ph.D. thesis title, thesis abstract, unversity, and date of 
Ph.D. award, with a stamped (Rs. 1.50) self-addressed envelope of size 
23 cm X 10 cm. 
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• For requesting preliminary application forms: (Aiterch 15, 1989] 

• For receipt by NIPFP of completed applications; [AAarch 27, 1989] 

nahonal institute of public finance and policy 

18/2 Satsang Vihar AAarg 
Special Institutionai Area 
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Counterfact on Analgin 

Arun Bal 
Anil I'ilgaonkar 

Pain killers are among the most aggressively marketed drugs. The 
largest selling of these is analgin, which is implicated in a 
disorder resulting from damage to the bone marrow. How valid 
are the supposedly scientific facts on the basis of which the drug 
is being marketed all over the world? 


MODERN drugs are now part of tlic 
armamentarium of medical practitioners 
at every level and a"- universally percei¬ 
ved to have powerful effects. Of the 5 bill¬ 
ion people in the world, between 1.3 to 2..^ 
billion have little or no access to the essen¬ 
tial drugs. In India only 20 per cent ot the 
population has access to essential drugs. 
Between 1952 and 1983 the number of the 
production units grew three-fold, invest¬ 
ment 24 folds and bulk drug production 
18 folds. Yet the production ol essential 
drugs tn 1980 accounted lor only Rs 3.5 
billion ol an overall total production 
worth of Rs 12.6 billion. In the five years 
between 1978-79 and 1983-84 the indus¬ 
try’s sale of essential drugs with the low¬ 
est price mark up actually dipped from 
Rs S4.7 million to Rs 493.5 million while 
sales of the other drugs for which govern¬ 
ment allows higher inaik ups grew by 25 
per cent Irom Rs 1544.4 million to 
Rs 1983.8 million. I'hus essential drugs 
constituted only 16.8 per cent of the total 
drugs consumed. This means that resour¬ 
ces are being used for products that are 
not essential, at a time when a large pio- 
portion of the population is without ae- 
cess to even the most basic drugs. India 
provides a paradosical example of the 
overpioduclion of the drugs (total produc¬ 
tion Rs 25(X) crore) existing simultaneous¬ 
ly with the shortage of es.scntial drugs foi 
some of the major drscases. The main rea¬ 
son for this anamolous situation is that 
the drug production is not consistent with 
the disease pattern of the country. There 
is plethora of non-essential, hazardous 
drugs, it is estimated that at present there 
are anything between 40,0()0 to 60,0(X) 
drugs formulation in the market. More 
than half of these are non-essential or 
hazardous. WHO estimates that some 5(XI 
million dollars have been mobili.sed to 
support national drug programmes. At 
first glance that seems to be impressive 
figure; however this is only 5 per cent of 
the amount being spent by the industry 
to promote all drugs. (‘Ibwards Rational 
Drug Use’, Health Action International.) 

Management of Pain 

Analgesics or painkillers form a major 
part of the aggressively marketed drugs. 


As with many aspects of medicine, the 
hisioiN of pain and its management is 
shrouded in the mists of time. In ancient 
Cliiiia, about 20(X) B C, Shen Nury com¬ 
piled a medical herbal with the reference 
to use ol wine for surgery. In the reign of 
Vii Hsing acupuncture and ‘distraction’ 
during surgery were described in detail, 
less accurate, but numerous retcrences are 
made to the use of herbs and poppies in 
ancient Pgypt, Rome and Greece. The In¬ 
cas and ancients of Peru used concoctions 
containing hyoscinc, atropine, opium, 
cocaine, mescaline and pilocarpine. 

Despite the great advances made in the 
period 585 B C to 2(X) AD the works of 
neither Hippoctates nor Galen discuss 
pain and pain management to any degree. 
The scientific approach to pain and us 
management was born during Renais- 
.sance and developed slowly until mid-I9th 
century, when progress was rapid on three 
fronts—administration of opiates and 
hypnotics, inhalation of analgesic and 
anaesthetic gases and administration of 
local anaesthetic agents. 

Pain has been defined as “an unplea¬ 
sant sensory and emotional experience 
associated with actual or potential tissue 
damage or deseribed in terms of such 
damage". There has been major advan¬ 
tages in understanding of pain physiology 
over the last 10 years. Malzack and Wall’s 
‘gate theory of pain’ triggered an explo¬ 
sion of research into the pain mechanism. 
Pain and pain control must be considered 
in terms of both afferent pain pathways 
and descending pathways which modify 
sensory message. IVeatmenl and manage¬ 
ment of pain requires adequate knowledge 
of the physiology of pain. Newer analge¬ 
sics arc being introduced in the market as 
the understanding of the pain physiology 
and neuropharmacology improves. Pain 
IS the commonest manifestation of 
disease. The experience of pain and the 
emotional response to it, is largely deter¬ 
mined by the personality of the patient. 
There is great variation in the pain 
threshold of different patients. In India 
we have approximately 1500 analgesics 
formulations. However, WHO essential 
drug list includes only five analgesic for¬ 
mulations. Many of these formulations 


contain mote than pne ingretfient, In fact 
none of the recognised text books of phar¬ 
macology or therapeutics nor the WHO 
recommend fixed dose combinations of 
analgesics. 

An Unnecessary Drug 

Dipyrone (synonyms: analgin, metami- 
zole, noramidopyrine, novaminsulphone, 
avaminsulphone. methapyronc) was in¬ 
troduced by Hoechst in 1922. Since 1931 
the group of pyrozolones to which dipy¬ 
rone belongs has been suspected of caus¬ 
ing agranulocytosis. In 1934 a causal 
connection between pyrozolones and 
agranulocytosis was demonstrated. 
Dipyrone is a sodium sulfonate derivative 
of amidopyrine. According to the authori¬ 
tative Martindaie’s Guide to Medicines 
“The risk of agranulocytosis {severe loss 
of white cells, due to bone marrow dam¬ 
age) in patients taking amidopyrine is suf¬ 
ficiently great to render this drug unsuita¬ 
ble for use. Its use is justified only in 
.serious or life threatening situations where 
no alternative antipyretic is available or 
suitable!’ The American Medical Associa¬ 
tion’s Drug Evaluations report said that 
"dipyrone’s use as a general analgesic, 
aiili-arthiitic or routine antipyretic can¬ 
not be condoned”. In the 1977 edition, it 
was stated that the drug had become ob¬ 
solete in the US and any mention of it has 
disappeared from the subsequent editions 

In 1980 authoritative review on the side 
effects of drugs concluded “There can be 
no doubt that dipyrone causes agranulo¬ 
cytosis although its estimation varies 
widely. Since effective less dangerous 
alternative drugs are available there is no 
case for the continued use of aminopyrine 
and dipyrone!’ In addition to this fatal side 
effect the other harmful side effect are 
also reported with the use of dipyrone. 
Dipyrone could aggravate the tendency to 
haemorrhage and in a Soviet study. Of 
470 patients given dipyrone, skin rashes 
occurred in 38 per cent, dyspepsia in 12 
per cent, fever in 9 per cent, anaphylactic 
shock in 7 per cent and bronchospasm in 
4 per cent. 

Dipyrone. Hok hst and Boston Study 
BY Wilbert Bannenburg 

Dipyrone has been banned in many 
countries. In 1965, Australia and New 
Zealand issued an import ban on dipy¬ 
rone. Also Great Britain and Canada 
revoked the licence of dipyrone in 1960s. 
Sweden followed suit in 1974, Norway in 
1976, the US in 1977, Ireland and 
Singapore in 1978, Denmark in 1979. In 
1986 due to the efforts of a Malaysitm 
comsumer association, CAP dipyrone was 
banned. Japan banned free over-the- 
counter (QTC) sale of the drug in 1977. 
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In Neiherland dipyrone use is only allow¬ 
ed for uncontrollable fever. In Federal 
Republic of Oermany OTC sale of the 
drug was banned in 1986. In Finland the 
consumption of dipyrone is less than 3 per 
cent of total NSAIDconsumpiion, never¬ 
theless it is suspected of more cases of 
agranulocytosis than all the rest of 
NSAIDs together. 

Agranulocytosis caused by dipyrone is 
hypersensitive reaction. Even after 60 
years of use its mode of action is not 
known. (‘Drug-induced Agranulocytosis’ 
by V I'iscioita, Drugs.) The inciabolites 
of dipytoiic which causes agranulocytosis 
are also not known. Animophena/one has 
some sitnilai metabtiliies as dipyrone. 
Aminophenazone has been banned all 
over the world because of severe side ef¬ 
fects. There are two icports from Japan 
that link dipyrone to a signilicant increase 
in liver toxicity studies. T^cse reports have 
not been challenged by Hoechst. Agra¬ 
nulocytosis caused by dipyrone is of the 
immune type. In 1934 Madi.son and 
Squier proved beyond doubt that amino- 
pyrinc is capable of inducing in suscepti¬ 
ble individuals precipilous Icucopenia ac¬ 
companied by violent signs and symp¬ 
toms. 

The prototype of drugs which appear 
to operate within immune mechanism is 
aminopyrine and its derivative dipyrone. 
When dipyrone is given to a patient, it 
may be taken for varying pet iods of time 
without any deleterious effect. Apparently 
this is the time wliich lapses during build 
up of antibodies, which eventually would 
result in immune destruction of leuco¬ 
cytes. The most convincing evidence in 
support of an immune mechanism in case 
of dipyrone-associated agranulocytosis 
was found using in vivo challenge studies. 
Shortly after the disease was shown to be 
secondary to the drug sensitisation, Squier 
and Madison (I93.*i) as well as Demeshek 
and Colmes (1936) attempted to show skin 
reaction antibodies when drug serum or 
drug serum mixtuies were injected in- 
tradennaily. Moeschline and Wagner 
(1952) gave aminopyrine to two volunteers 
who did not desclop any symptoms until 
300 ml of plasma taken from a patient 
who had suffered agranulocytosis associa¬ 
ted with aminopyrine was given. The 
added risk then is that the sensitivity to 
agranulocytosis can be transferred 
through blood transfusion [Piscioita, 
Drugs], 

MAKKfcriNu or Analgin 

Analgin (dipyrone) is among the largnt 
selling analgesics in India accounting for 
R$ 7 crorc annual sales. A survey of 
prescribing guides in five areas of the 
world found that in 1985 out of 3S6 


analgesictt 29 per cent contaiiwd 
dipyrone or a similar pyrozolone 
derivative. Dipyrone products could even 
be found listed as non steroidal anti¬ 
inflammatory drugs (NSAID). In 1984 a 
survey in Peru found that 73 per cent of 
the drugs used in pain and fever contain¬ 
ed dipyrone. The products containing 
dipyrone are being recommended for 
everything from headache to labour pains, 
in Brazil a promotional leaflet of dipyrone 
claimed that "the drug relieves all kinds 
of pain or fever rapidly and that it is in¬ 
dicated in any age including infants and 
children”. In Indonesia Dankos promoted 
Danalgin in 1985 for such indications as 
stress, headache, stiffness, toothache, col¬ 
ic. Hoechst claimed that its product Aran- 
tii (in Indonesia) "could be used for pain 
a.ssociated with dental treatment, head 
and neck pains”, while in Colombia (1983) 
Baralgin was promoted for "colics in 
young babies". Sterling Winthrop said its 
Berserol in Indonesia (1985) was good for 
prc-menstrual tension. 

In India there are approximately 200 
formulations containing Dipyrone. 
[Rational Drug Therapy, AIDAN], The 
drug is used in many trivial condiiion.s. 
Multiple brand names many a time con¬ 
ceal the real ingredients with unfortunate 
result for the patients. Medical personnel 
who prescribe these drup are unaware 
that a particular drug contains analgin 
because brand names does not end in ‘gin’. 
This ignorance can cost a patient his life 
The following case can illustrate this 
.point. A patient with Novalgin-induced 
agranulocytosis was recovering gradually 
with leucocyte count rising from 500/cmm 
to 2.000/cmm. At that stage patient com¬ 
plained of abdominal discomfort for 
which he was given lit). Baralgan by the 
doctor. Leucocyte count dropped down to 
3(X>/cmm in 12 hours and the patient died. 
[Letter to Editor. B'C Mehta, Journal of 
Association of Physicians of India, May 
19. 1984]. 

Hoechst among the world’s largest 
pharmaceutical companies has descend¬ 
ed from Germany’s I G Farben company 
which ranks with Standard Oil Ikust as 
one of the two greatest cartels in world 
history. After second world war, the Allies 
broke up 1G Farben effeaively into three 
companies Hoechst, Bayer, BASF. TWelve 
top IG Farben executives were sentenced 
for slavery and mistreatment offences at 
the Nuremberg war crimes trial. These 
executives were charged with complicity 
in the construction of the chemical plant 
at Auschwitz. After the war the Allies in 
sisted that none of the convicted war 
criminals be appointed to the boards of 
the new IG companies. Once Allied con- 
,trol loosened, Hoechst in June 1955 ap¬ 


pointed Friedrkh Jaehne, one of the 12 
war criminals sentenced at Nnremberg to 
its supervisory board. In September 1955 
he was elected chairman of Hoechst A G 
board [Corporate Crime by John 
Braithwaite, Routiedge and Kegan Paul, 
1984). 

I G built and operated a massive 
chemical plant at Auschwitz with slave 
labour. IG facilities at Auschwitz were so 
huge that it used more eletnricity than the 
entire city of Berlin. At least 25.0(X) con¬ 
centration camp workers died in these 
plants. Many other died in I G’s drug 
testing programmes. The following pass¬ 
age in a letter from the company’s camp 
at Auschwitz demonstrates the attitude of 
Hoechst’s parent company 1 G Farben 
towards the subjects of its drug testing: 

In contemplation of experiments with a 
new soporific drug, we would appreciate your 
procuring for us a number of women... We 
received your answer but consider the price 
of 200 marks a wtnnan excessive. Wr propose 
to pay no more than 170 marks a head. If 
agreeable, we will uke possession of the 

women. We need approximately 150. 

Received the order of ISO women. We shall 
keep you posted on development concerning 
this experiment.. The tAts were made. All 
subjects died. We shall contact you shortly 
on the subject of new load [Corporute 
Crime]: 

In the 1950$ Kefauver Committee in- 
ve.stigations in the US and subsequent 
follow-up revealed Hoechst’s participation 
in the price fixing of Ibtracycline in 13 
countries. Particularly damaging were 
Latin American communication among 
Hoechst, Bristol, Lederle, Lepetit, and 
Pfizer. Senator Long described one of the 
communications as “the most surtling 
price fixing document I have ever seen”. 
All these communications were marked 
‘personal and confidential’ with the in¬ 
struction, ‘please destroy’. 

The practising physician encounters 
drug companies’ influence everywhere. 
Drug companies’ sponsor seminars, con¬ 
ferences, breakfasts, luncheons and din¬ 
ners. According to a former Squibb medi¬ 
cal director, “increased sales volume must 
depend at least in part on the use of drugs 
unrelated to their utility or need" 
[Consumer Report, August 1987, (/&4]. 
Both in the US and the UK concern has 
been expressed over the influence drug 
companies have on continuing medical 
education. Recently Hoechst organised a 
lecture by a visiting German doctor on 
cephalosporins. The lecture was candl¬ 
ed due to the non-availability of the 
visiting doctor. However, since many doc¬ 
tors were already in the city they were 
entertained at five star hotel and later 
flown back to their homes. Reference 
books give following information about 
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cepha>o$poriDs: '*‘C!3(rariy some.ptftiepits 
have benefited from the newer'nphalo- 
sporins. HoUever, we must be aware of the 
problems that the use of these drugs may 
create and weigh them against potential 
advantage...if third generation cephalo' 
sporin should replace older antibiotics this 
could have a devastating financial and 
microbiological impact on hospital en¬ 
vironment” [C Sanders in Journal of In¬ 
testinal Diseases 147, J98J ]. 

Hoechst is marketing many drugs in the 
Indian market. Only 26.S per cent of its 
products in the Indian market could be 
termed as rational. India along with Brazil 
and Central America accounts for half of 
Hoechst’s products which could be term¬ 
ed as ‘superfluous and hazardous” 
[Hoechst: A cause for Illness, SUKO 
Pharma Kampagnc]. Many of the drugs 
and their formulations marketed by 
Hoechst in India and other third world 
countries arc not marketed in the Federal 
Republic of Germany. Novalgin (dipy- 
ronc) is one of the top selling painkillers 
in the Indian market. Ibtal worldwide sale 
of Novalgin is approximately 75 million 
US dollars. According to Timmers of 
Hoechst, ‘‘Dipyronc has an outstanding 
safety margin and has proven itself since 
more than 60 years to be effective and at 
the same time a well-tolerated analgesic” 
[Problem Drug Pack, Healtht Action 
International]. 

According to Hoechst, approximately 
18.3 million daily doses of Novalgin arc 
used everyday worldwide. Since most of 
the developed countries have either bann¬ 
ed or severely restricted the sale of 
dipyrone it is obvious that these doses are 
mainly used in third world countries. 
Medical facilities available to treat the 
serious disorders like agranulocytosis are 
restricted in the third world countries. 
Taking provisional data about agranulo¬ 
cytosis available it is obvious that more 
than 6000 cases of agranulocytosis occur 
worldwide every year. 

Experts called by Hoechst at the public 
hearing by German Federal Health office 
who claimed that they found dipyrone 
clinically indispensable were unable to cite 
scientific data that could convince 
German Federal Health Office’s experts. 
One of these added that a substantial pro¬ 
portion of dipyrone taken in Germany was 
still being used for indications which the 
health office had already deleted 
[‘Dipyrone: Hearing by the German Drug 
Authority, The Lancet, September 27, 
1987]. 

The ruthlessness of Hoechst in 
marketing Novalgin is shocking. It is 
claimed by Hoechst that ‘‘Analgin’s wide 
safety margin is undisputed and unequall¬ 
ed other non-narcotic analgesics”. 
Nothing can be farther from the truth. 


Thti Vixthook of PhiarmiKOlogy by 
Satoskar and Bhandarkar states 
“Dipyrone has anti-pyretic and analgesic 
actions only. It does not offer any advan¬ 
tage over aspirin. It is risky and un¬ 
justifiable to use this drug routinely simp¬ 
ly to relieve pain and fever when aspirin 
and paracetamol would be adequate!’ In 
an attempt to prove the safety of Novalgin 
Hoechst has cited a case report. It says 
that “a girl, 18 years old, took 98 tablets 
of Novalgin (equivalent to 49 gms or 10 
times the ‘normal dose’) and apart from 
transient nausea and vomiting there were 
no other side effects”. This indeed is a 
ino.st remarkable way of proving the safety 
of any drug[F<7C/r on Novalgin Hoechst 
India Ltd] 


Fai sl Cl aims 

The method of marketing Novalgin by 
Hoechst reveals the sinister a.spect of the 
drug industry and its propensity to go to 
any lengths to protect its profits. Hoechst 
has been circulating a booklet titled Facts 
on Novalgin among the doctors in India. 
“This booklet claims that Novalgin’s anti- 
spasmodic action derives from the direct 
relaxant effect on smooth muscles and it 
is a drug of choice in the treatment of 
renal colic”. No textbook of pharma¬ 
cology or any other relevant reference 
book mentions this particular action of 
dipyrone, and this statement has no scien¬ 
tific basis. Juan Ramon Laporte of the 
Pharmacology Department of Barcelona 
University in Spain and one of the 
distinguished investigators of ‘Boston 
Study’ states “Dipyrone has no specific 
antispasmodic action. The companies 
manufacturing dipyrone (mainly Hoechst) 
claim this but this has never been proved, 
at least on clinical grounds”. 

Repeated communications from 
ACASH to Hoech-si to supply the referen¬ 
ces in support of this claim remained 
unanswer^. At a later date a communica¬ 
tion was received from the medical direc¬ 
tor of the company requesting the office 
bearers of ACASH to visit the company 
office by prior appointment to inspect the 
references. This was a strange and an 
unusual request. The standard practice in 
the industry is to supply copies of 
references requested. A renewed request 
to the medical director of the company 
evoked an unusual response. A senior 
representative of the company visited the 
c.inic of ACASH’s secretary with the 
queries like “Why docs ACASH want the 
references?” “What is the plan of action 
of ACASH regarding these references?” 
etc. He claimed that the claims made in 
the booklet arc a settled issue. These 
queries and the reluctance to supply 
copies of the reference papers is difficult 


to justify under any ethical code of 
marketing of drugs. 

Subsequently, a few reference papers 
were supplied by the company. ACASH 
consulted various experts regarding these 
references. The opinions of various ex¬ 
perts consulted by ACASH regarding the 
references establishes the true nature of 
the Novalgin-promotion campaign. B C 
Mehta, a noted haematologist and the 
professor of Haematology at G S Medical 
College, Bombay stated “... In India every 
day one person develops agranulocytosis 
because of dipyrone... the only remedy 
lies in education of the medical profession 
until the authorities can be forced to ban 
the drug...” Satoskar, the author of the 
Textbook of Pharmacology and a 
distinguished pharmacologist stated 

. .one reference indicates that dipyrone 
has smooth muscle relaxation activity. 
This reference is of 1956... The references 
do not give any comparison between 
various NSAIDs as regards this proper¬ 
ty. .. dipyrone syrup has no place in 
therapeutics..Sagun Desai, associate 
professor of pharmacology, Medical Col¬ 
lege, Baroda, stated “... It (dipyronc) has 
no smooth muscle relaxation action... 
dipyrone should not be used at all look¬ 
ing to its potential toxicity...”. 
O D Gulati, ex-dean of Medical College, 
Baroda and a noted pharmacologist stated 
“... I do not see any reason why Analgin 
should be continued to be used in India. 
All human life should be considered 
sacred rather than as business interests of 
any enterprise dealing with manufacture 
of analgin...”. Kshirsagar, associate pro¬ 
fessor of pharmacology at G S Medicbl 
College, Bombay stated . .only one in 
the 12 papers show that dipyrone causes 
relaxation of ureter...". K Balasubra- 
maniam, pharmaceutical adviser to the 
International Organisation of Consumer 
Unions stated “.. .dipyrone is an analgesic 
and has no antispasmodic activity. Com¬ 
bination products containing dipyrone 
and hyosdne N-butylbromide are evidence 
of this lack of antispasmodic activity...”. 
Shaligram, profes.sor of pharmacology at 
Grant Medical College, Bombay stated 
“.. .(This reference) is published in 
Current Therapeutic Research—& journal 
known to publish anything from the rub¬ 
bish to the sublime...”. 

A second set of reference papers was 
later supplied by the company. Shaligram, 
professor of pharmacology at Grant 
Medical College, Bombay, on examining 
these stated about one of these references 
“.. .This is the most unscientific of 
reviews. The author’s claim regarding 
spasmolytic effect (of dipyrone) is em¬ 
pirical and lacks details required for veri¬ 
fying the authenticity..A reference 
paper from a reputed re.searcber does not 
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the ipiismoh'tic 
activity of dipyrooe. Still another 
reference paper surprisingly claims that 
£>eclofenac is more effective than 
dipyrone. 

Thus it is obvious that to protect its pro- 
flU the company is not averse to resorting 
to making dubious claims which go 
against its own guidelines for promotion 
of drugs (see Appendix ). It appears that 
the claim regarding the spasmolytic action 
of dipyrone was thought about first as a 
marketing strategy. 

The much talked about ‘Boston Study’ 
should really be cidled ‘ikrston Bluff. The 
Study was funded by Hoechst with finan¬ 
cial help from Hungary and Bulgaria. The 
study seems to be a subtle attempt to 
manipulate the data of a scientific sub¬ 
ject to suit marketing stratagies of 
Hoechst. Considerable financial interest 
are at stake in the Federal Republic of 
Germany, in the third world and also in 
the eastern Europe. The company has 
been using the controversial findings of 
this study to promote Nuvalgin. The com¬ 
pany has been sponsoring seminars on 
topics like ‘Management of Hyperpyrexia’ 
in association with different branches of 
IMA, Many of the participants are prob¬ 
ably unaware of the true motives of the 
company. The press release of these 
seminars are distributed by the PR depart¬ 
ment of Hoechst though it is on the letter¬ 
head of IMA. Even as per the Boston 
Study findings dipyrone is a major cause 
of agranulocytosis. 

It is likely that 1 in 100 persons in India 
suffers from aches/pains/fever for which 
analgesic/antipyretic is used every day. 
The population of India is 7 x 10*. 
Therefore analgesics are consumed by 
7 X 10* persons/day. Dipyrone’s share is 
14 per cent. That is 1 x 10* persons 
ingest dipyrone everyday. According to the 
Boston Study for every 10* patients 
taking dipyrone one develops agranulo¬ 
cytosis. Therefore in India everyday one 
person develops agranulocytosis because 
of dipyrone everyday (Letter from B C 
Mehta]. While no country has lifted the 
ban on dipyrone because of the findings 
of Boston Study, the same study is being 
used to prevent the ban on dipyrone in In¬ 
dia. The marketing of Novaigin in syrup 
form is likely to expose many more 
children to the unjustified risks of 
agranulocytosis. 

The study proves that in spite of its am¬ 
biguous findings dipyrone does cause 
agranulocytosis and is still a major cause 
of agranulocytosis. Dipyrone may have a 
very low ri.sk but it is used so widely that 
it is still responrible for 27 per cent of all 
caies of agranulocytosis. Hoechst con¬ 
firmed that 20.000.000 DDD’s are used 
worldwide everyday (25 tonnes). This 
means 22 cases of agranulocytosis are 
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^ar! ivbridwbl& ,lf mortality due to 
agranulocytosis in Europe is 10 per cent, 
in the eastern block it is 25 per cent and 
in the third wofld 30 per cent then 
dipyrone kills 2000 people every year 
worldwide. 

The hearing of the German Federal 
Health Office has finally confirmed the 
assumption that the I out of 30,000 to 
60,000 patients will be affected. The 
German Drug Controllers explicitly say 
that the Boston Study was not appro¬ 
priately designed to supply data on ab¬ 
solute risk. It was necessary to take into 
account further dau such as the ftequency 
of intake and the period of time in order 
to come to a suitable evaluation of the risk 


The final rinults of the Boston Study 
were presented at a symposium all the' 
World Conference on Clinical Pharma¬ 
cology in Stockholm in July 1986. The 
symposium was organised independently 
of Hoechst but the company spared no 
efforts to make the occasion a major pro¬ 
motional event. Hoechst organised a 
“special closed session for the press” in 
a hotel to which they had invited 80 or 
more medical writers from all over the, 
<world to put across the company's inter¬ 
pretation of the Boston Study. This and 
other obstructive activities irritated the 
hosts and other organisers of the con¬ 
ference and many of the investigators [77>e 
Lancet, September 27, 1986]. 


1--- 


NOTICE 

It IS nsrsby notlfisU for the information of the public that J.K indualnas UmnaU 
proposas to maka an application to the Central Qovammant In the Oapartment of 
Company Affairs. New Delhi, under Sub-Section (2) of the Section 22 of the 

Monopolies and Reatnetiva Trade Practices Act. 1008, for approval to the 
aatablishment of a new Undertaking Briet pariiculart of the propoaal are ai under 

1 . Name and address of the applicant J K INDUSTRIES UMITED.Link House 

3. Bahadur Shah Zaiar Marg New Delhi 110002 

2 Capital structure of lha applicant Prelerenoe Equity 

organiaation Capital CaplW 

Authonsad Rs. 2.50.00,000 Ra. 17.SO.00.000 

Subaenbad Rs 1,03,83,300 Rs. 14.04.11,010 

PaidUp Rs 1,03.83,300 Rs.14.04.11.010 

3 Managsmem Structure Of the applicant orgamsailon indicating the names of the 
Diractors, Including the Managing/Whole-tIme Directors and Manager, if any. 

The Company Is managed by the Board of Directors consisting of 

1. Shrl Had Shankar Singhania 6 Shd K Padmanabhan 

Chairman 7 Shn Lallt Mohan Thapar 

2. ShriRaghupati Singhania 8 Shrl Narendra Singh Sisodia 

Managkig Diractor 9 ShrlOmPrakaahKhaltan 

3. ShriArvindNaroltamLaibhai tO. ShdPratapSinhNaviakha 

4 Shrl Arvind Singh 11 Shn Ram Swaroop Agarwal 

5. Shd Bharat Had Singhania 12. ShnTVRemanan 

4. Indicata whether die proposal relatas to. the establishmeni 

of a new undertaking or a new unlVdivision New Undertaking 

5. Location of the new undertaking/umt/dlvwion 

Bastar - a backward dMdct in the Stale oi Madhya Pradesh The exact location 
would be finalised in consultation with Stale Qovammant 

6 Capitalatructuraolthepropoaedundertaklng- 

fAuthorisad Capital Rs . 75 Crores 1 
{_ Capital to be issued Rs. 58 Croras J 

7 In case the proposal relates to the production, storage, supply, distdbulion. 
marketing or control ol any goods/ articles, indicate: 

I ) Names of goods/amcies ' Hoi Roited Steel in Coils/Siripa/Sheeis 

and Sponge Iron (captive) 

II) Proposed Licensed Capacity 150,000 tonnes par annum 

125,000 tonnes per annum - sponge iron - Captive 
lit) Eatimaied annualiumovar Ra. 130.5 Croras 

(Ex-factory net of Excisa-third yr) 

8 In case the proposal ralataa to Ihe provision of any tervice, stats the volume ot 
activity In tarma ol usual maaaures such as value, Income, turnover, ate : 

Not appiicaDie 

0. CoatolProect' Esilmatsd at Rt. 230 croras 

to. Sohamaolhnancs, indlcatlngitieamountstDbaraisadtromaachsourca. 

’ (R8./Croras) 

-Equity 

-Promoters,Its assodslas, nominees & Inends 23 

-PubHc 35 58 

-Debt 

-Dabartturas/Rupee Loans 1331 

- Poraign Currency Loana/Suppliars CradH/ 7 

Extsmal Commercial Borrowings 39 J 172 

230 

Any parson Intarastad In the maner may make a raprasantaWon In quadnipHcata lo the 
Baorelaiy. Oaparimeni ol Company Affairs. Qovammant of India, Shaatri Bhawan, 
New Delhi wdhin 14 days from the dataol pubkcationol tttia noMoa intimating tut views 
on itia proposal and indicating the nature of his Intarast therein. 

Piaea: New Demi ^ J « 

Dale: TWa 8th Day of Fabruaiy, 1989 ^ .. _ 

Qenerai Manager (Co. Matters) & Secretary 
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Thus it is t^hnii tint Bpsion Study 
camot absolve the drug of its hazards. It 
b unethical and wrong on the part of 
manufacturer to use the findings of this 
study selectively to promote the drug. The 
World Health Assembly resolution adop¬ 
ted and recommended for the member 
lutions states that: 

All advertising of a drug should be truthful 
and reUable. It must not contain incorrect 
statement, half truths or unveririable asser¬ 
tions dbout the contents, effects (therapeutics 
as well as toxic) or indications of the drug 
or pharmaceuticals specblly concerned. 
The IFPMA Code of Pharmaceutical 
Marketing Practices instructs industry: 
1b base claims for substances and formula¬ 
tions on valid sdentiflc evidence: The infor¬ 
mation should be available and based on an 
up-to-date evaluation of all scientific 
evidence and should reflect this evidence. 
Ail these weU-meaning resolutions and 
clausm in the codes of ethics appear to 
be an eyewash when one compares them 
with the facts prevalent in the country. In 
India Novalgin b recommended for "all 
types of pain”. The promotional leaflet of 
Novalgin syrup states: "when a child has 
fever use New Novalgin Syrup”. This and 
other numerous statements in the promo¬ 
tional material are in total contravention 
of all existing codes of ethics for market- 
Ihg of drugs. 

The oft-repeated claim made by 
Hoechst is that there is no other safe 
parenteral non-narcotic analgesic like 
analgin, However, no long-term safety 
data on analgin is available. The kinetics < 
of dipyrone in renal/ hepatic dysfunction 
or in the elderly is not known. Its interac¬ 
tion with other drugs (e g, a diabetic) is 
not investigated. Its action regarding fast 
versus slow acetylators is not, kiipwn. 
There is no data to prove that slow injec¬ 
tion (Iml/min) can prevmit side effects 
(shock, acute kidney failure) [BUKO 
Pharma Kampagne]. 

Many countries which have banned 
dipyrone have been ‘pianaging pain’ 
without dipyrone by using equally effec¬ 
tive and safe analgesics. India has no 
adverse drug reaction monitoring system. 
Therefore, true incidence of agranulo¬ 
cytosis can never be properly determined. 
However, leading experts in the fleld who 
treat agranulocytosis have always recom¬ 
mended the ban on dipyrone. All types of 
pain can be effectively managed without 
even iujectible dipyrone. In fact newer 
evidence suggests that the use of opoids 
in acute pain management does not cause 
dqiendence and addiction. Spasmolytic 
atropine substitutes have been used in the 
treatment of colics. Hyoscide butyl 
bromide has specific relaxant anti- 
spasmodic action on the mooth muscles. 
Thus it b obvioiu that dipyrone has no 
idaoe in rational therqwutics. In &ct ncme 


of the lext^fcs, research papers and Uie' 
litoature id>out pain management recom¬ 
mend dipyrone. Since the drug control 
machinery is inefficient and lax merely 
restricting the use of the drug will not 
serve any purpose. In the interest of 
millions of illiterate poor consumers the 
drug needs to be banned and withdrawn 
from the market in all its forms to pre¬ 
vent its misuse. 

Appendix 

Hoechst Guidelines for 
Pharmaceutical Promotion 

1 Information on Hoechu pharmaceutical 
products b accurate, fair and objective. 

2 Statements are substantiate by scientific/ 

» 

Khomeini’s Fatwa 

P A Sebastian 


THE Fatwa of Khomeini broadcast over 
the Ibheran radio on February 14, 1989 
instructed the Muslims all over the world 
to kill the author and the publishers of 
Satanic Verses because they have 
blasphemed Islam. Then came the 
statements of Khameni, the president of 
Iran and ZiAra Mustafari, the daughter 
of Khomeim. They indicated that a gest¬ 
ure of repentance by Rushdie might earn 
him a pi^on. The statements seemed to 
ameliorate the harshness of Khomeini’s 
stand and to defuse the situation. But 
AyatoUa implicitly rebuked them in his 
second statement on February 19, which 
stated that "even if Salman Rushdie 
repents and becomes the most pious man 
of time, it b incumbent on every Muslim 
to employ everything he has got, hb life 
and w^th, to send him to hell”. 

Khomeini’s stand is a remarkable 
phenomenon worth analysing imd explor¬ 
ing. The Allah allows a person to repent 
and earn has salvation. But Khomeini 
overrules the Almighty himself and vows 
to send Rushdie to hell even if he becomes 
the most pious Muslim. The statement b 
.an arrogant negation of the omnipotence 
of die Allah. Still no Muslim theologian 
musters courage to denounce Khomeini 
for this. In the estimation of the ordinary 
faithful, Khomeini has transcended 
human limitations and become the pro¬ 
phet himself. Muslim intellectuals who 


empirical b'ldenco Piomoriona) cbmitiiiiii- 
cationi are approved by the local pharma¬ 
ceutical management. 

3 The word ‘ufe’ is not used without 
qualification. 

4 Medical representatives are are adequately 
trained and present product informatioa 
accurately and completely. 

5 Scientific objectives are the principal focus 
in arranging symposia and congresses. 

6 Samples msy be supplied to the medical and 
allied professions to familiarise them with 
the producu. 

7 Of particular importance for our practical 
work are the regulations concerning printed 
promotional material. 

8 The ousting statutory or other compulsory 
regulations of scientific information and 
advertising in the tespeaive country must 
be observed, 


think otherwise have been intellectually 
tenorised. The rest are overawed and over¬ 
whelmed or simply cowed down and silen¬ 
ced. Bhindranwale had done the same in 
Punjab. , 

Despite his great age and declining 
powers, Khomeini saw the chance to strik¬ 
ing a blow for his brand of Islam which 
was passe and of retrieving his pre¬ 
eminent position in the Islamic world. The 
passage of time had taken the edge off hb 
Islamic revolution; the failure of Iran in 
the war with Iraq had eroded its credibility 
and certainty of triumph. The circumstan-. 
ces forced Khomeini to call off the ‘jihad’ 
and to eat his words which called for the 
death of Saddam Hussain and the over¬ 
throw of his government. The Iranian 
people made huge sacrifices to obey hb 
woi^. But it all came to a naught. Thu 
must have led to the build-up of con¬ 
siderable opposition to Khomeini and hb 
policies. It is in this context that Satanic 
Verxs came in handy for him. After all 
'religion is the hand-maid of state-craft’. 
For the time being it has worked wonders 
for Khomeini. 

Capitalism in Iran has an illegitimate 
origin as in many other thud world coun¬ 
tries. It was ushered in by the Shtdi who 
was one of the third world tyrants nur¬ 
tured and retained by the west. The Shah 
did not have legitimacy in the eyes of the 
people. This has hbtorically made it dif- 


Khomdni’s virulent campaign against Satanic Verses is an attempt 
to retrieve his pre-eminent position in the Islamic world in the 
context of a collapsing ‘revolution' and defeat in the war. 
Nonetheless it poses a challenge to the system of modern values 
and undermines two important principles on which present 
political systems are based, national sovereignty and the division 
of power between secular and spiritual authorities. 
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for tiie Ifi^ian bourgeoisie to lead 
1'.‘ a democratic revolution. It was pre- 
^ dominantly feudal and pre-capitalist 
! foices who represented Iranian patriotism 
' and fought against and overthrew the 
Shah who personified western imperialist 
' machinations and economic exploitation. 
Feudal and pre-capiulist forces had, and 
still have, religion as their ideology. They 
articulate theii material demands in a 
: religious idiom. This is manifested in 
several third world countries even though 
' to different degrees. People in third world 
countries see capitalist culture and ideo¬ 
logy as the culture and ideology of the 
west who colonised them and looted their 
natural resources. This must explain the 
vigour and popularity of religious ideolo¬ 
gies in Iran and other third world coun¬ 
tries. India is no exception. The people of 
Punjab articulate such political demands 
as more autonomy and a more equitable 
distribution of wealth in the language of 
religion. 

This has serious implications for those 
who work for a new democratic revolu¬ 
tion in the third world countries. The 
liberal bourgeoisie with whom they can 
ally does not have much credibility unong 
the masses. They cannot make common 
cause with feudal and pre-capitalist forces 
who have considerable sway over the peo¬ 
ple. So, what do they do? Is it that they 
will have to play a marginal role until the 
feudal and pre-capitalist forces have burnt 
themselves out? At present a large section 
of the people see the religious ideology as 
the vehicle to carry on their struggles and 
to get their grievances redressed. But this 
may not last very long. Sooner or later the 
bourgeois forces will assert themselves. 

This is quite evident in Iran itself. The 
virulent campaign unleastmd by Khomeini 
on Satanic Verses is a defensive action 
rather than an offensive one. He has used 
this as a bludgeon to beat his opponents 
into submission or silence. In all probabi¬ 
lity people like Ayatolla Montazeri, who 
has been designated as successor to Kho¬ 
meini, Rafsanjani and Khamcni represent 
the emerging capitalist class in Ircm. U is 
only a matter of time before they gain the 
upper hand in Iranian politics. 

But in the short run Khomeini's edict 
, poses a challenge to the system of modem 
values. It undermines two important prin¬ 
ciples on which the present political 
system of the world is based —the national 
sovereignty and the division of power bet¬ 
ween secular and spiritual authorities 
which is a corollary to the ftrsi principle. 
Religions like CTmstiaunity and Islam have 
followers all over the world. The cxerdse 
of sovereignty by their heads in secular 
spheres like the enforcement of criminal 
laws negates the very basis of national 
sovereignty. How can modern nation 
suites allow the goons of Khomeini to 
override their juridical system and murder 


thdr amhm titui pi^shers Wmifse tlMfi^ 
books are not in conformity with Islamic 
principles? 

The values such as freedom of expres¬ 
sion and sectilarism are the hallmarks of 
present civilisation for which human be¬ 
ings have paid an enormous price. No at¬ 
tempt can be allowed to turn back the 
wheel of history to a stage where Galileo 
was tied to a wheel and dragged in the 
streets of Rome for professing, contrary 
to the teachings of the Church, that the 
earth was spherical. The modern world 
has to stand up to the threat of blackmail’ 
and asaassination and defend the values 
of civilisation. One Rushdie may disinte¬ 
grate under the psychological pressure of 
being assassinated and he may recant as 
Galileo. But humanity, as a whole, can¬ 
not afford to succumb to such threats of 
terrorism. What is at stake is the whole 
system of civilised values. If an Ayatolla 
can sentence Salman Rushdie to death for 
hurting the sentiments of the Muslims, the 
Pope of Rome can order the death of all 
those who write about or act out the 'sixth 
wound of Jesus Christ'. Or Shankara- 
charya of Puri can do the same to those 
who oppose ‘sati’ or untouchability sanc¬ 
tioned by the Hindu scriptures. Then we 
are back to the law of jungles: Might is 
right. 

The apologists, the cowards and the op¬ 
portunists have put forward several 
arguments all of wlUch are intended to ob¬ 
fuscate the core issue or to distract the at¬ 
tention of the general public or to cover 
up their own inteliectuai cowardice. They 
say that the literary quality of Rushdie’s 
book is poor. For the sake of argument, 
let us agree that it is so. But there are 
millions of books which are* of inferior 
quality. Do we assassinate their authors? 
Then it is said that the book hurts the sen¬ 
timents of the faithful. How spurious this 
argument is will become clear from the 
fact that the book has a quarter of a 
million words and it requires a long period 
of intense reading. Why should anybody 
choose to undergo such an agony just to 
wound his feelings unless he is a maso¬ 
chist? Besides, the civilised people are sup¬ 
posed to discipline their sentiments and 
to learn how to mind their own business 
in a world of multi-faith. Otherwise, for 
instance, the Christian teachings or the 
Hindu praaices may hurt the Muslim sen¬ 
timents and vice versa. Do they, tboefore, 
declare a war to the Hnish against one 
another? This reminds one of the holy 
comrades and the Inquisition of the Mid¬ 
dle Ages. Another argument is that 
Rushdie indulged in sensationalism. Can¬ 
not one say that Khomeini did the same 
or he used this issue for reasons other than 
spiritual? AH those who make suen ex¬ 
cuses to oppose Rushdie at this hour, wit¬ 
tingly or unwittingly justify the terrorism 
sponsored by Khomdni's Inm. 


Xu^tdk’if boob ai« aU^^ 
realniic;'their characters tat symbolic, 
fictionai and unnatural in lhair juxtaposi¬ 
tion. The freedom of mpression includes 
the ‘practical freedom’ to resort to such 
forms of art; Rushdie is a student of 
Islamic history. Mohammed is the only 
prophet about whom there is objective, 
historical information. 

This is what Rushdie says about the 
book and the controversy surrounding it; 
“Almost everything in those sections— 
The dream sequences—starts from am 
historical or quasi-historical basis’*. He 
continues: “The one thing you learn as an 
historian is just how fragmented and am¬ 
biguous and peculiar the historical period 
is. So, I thought, welt, let's not try and pre¬ 
tend to be writing an history. Let’s take 
the themes I am interested in and fantasise 
them and tabulate them and all that, so 
that we don’t have to get into the issue; 
did this really happen like this or did it 
not?” Then he explains that there are two 
questions which the book seeks to answer: 
“When an idea comes into the world, it 
is faced with two big tests; When you’re 
weak, do you compromise: when you’re 
strong, are you tolerant? Those are the 
questions that those sections of the novel 
seek to dramatise. It shows that (and, as 
far as we can tell about Mohammed’s life, 
this is also true) the answer to the first 
question is that, when weak, there seems 
(in the case of Mohammed) to have been 
a brief flirtation with a possible 
compromise—about monotheism—which 
was very rapidly rejected;’ But this does 
not diminish Mohammed, the man. 
Rushdie’s fantasy runs on these lines: “All 
prophets face temptation. When Gabriel 
(the archangel) comes to Mohammed and 
tells him that these verses are satanic 
verses and should be removed—and here 
are the real verses—he forgave him. He 
said: ‘Never minc^ It is understandable, 
things like this have happened before.’ 1 
mean, it seems that Gabriel is more 
tolerant than some of the peojde attack¬ 
ing the book" Rushdie says: “When 
Mohammed returned to Mecca in power, 
he was very, very tolerant—Now there you 
have an image that 1 thought was worth 
exploring: at the very banning of Islam, 
you find a conflict bttween the sacred text 
and the profane text, between revealed 
literature and imagined literature. For a 
writer, that conflict is fasdnating and in¬ 
teresting to explore. So that’s what I was 
doing, exploring!* Does not a writer have 
this freedom? Can AyatoUas be allowed 
to ascribe to themselves supernatural 
powers and to destroy the relentless thint 
of the human mind to fantasise and 
fabulate, and to explore and seek? 

In a dviiised world, ideas must clash, 
not arms; different schools of thought 
must contend not threats and counter¬ 
threats of assassination. 
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Soviet Union: Long March to 
Perestroika 

Ramnalh Narayanswamy 


The Gorbachev reform might well result in opening a ‘third path* 
to substantive economic reform in contrast to the Hungarian 
model of decent^ised planning on the one hand and the Chinese 
attempt to articulate a model of growth based on individual 
interest in increasing consumption and efficiency on the other. 


IT is customary among Soviet specialists 
the world over to distinguish between not 
one but two revolutions in the history of 
the Soviet Union—the first inaugurated 
by the events of 1917, and the second trig¬ 
gered by the infamous campaign for the 
forced collectivisation of Soviet agricul¬ 
ture initiated by the Stalinist leadership in 
the late twenties, which culminated in the 
thirties and petered out in the forties. It 
is perhaps legitimate to represent these 
two events as ‘revolutions’ in the Soviet 
context if only because they succeeded in 
effecting a profound change in the old 
order—the Bolshevik insurrection had 
been successful in laying the skeletal 
framework of an entire political and 
Economic order, while the subsequent 
policies of rapid industrialisation and 
forced collectivisation helped to rapidly 
lend substance to a sodo-economic system 
that appeared to be vastly different frv.n 
the capitalist system of the classical type. 
While the new order was hardly the un¬ 
bridled alternative that it was made out 
to be, the model of economic development 
that had begun to crystallise itself in the 
first decades of Soviet power did indeed 
suggest a feasible alternative—even if a 
number of features as.sociated with this 
alternative were not always the most ra¬ 
tional or desirable—to the more familiar 
irrationalities of the competitive or 
monopoly capitalism. 

When considered against such a back¬ 
ground, it is certainly incongruous to 
discover the implications of the fact that 
Russia is currently the subject of yet 
another revolution which arguably is likely 
to prove to be more profound and far- 
reaching than the ones that preceded it 
under Lenin and Stalin. Likely, because 
the Oorbachev reform appears to consist 
in overthrowing even much of what were 
earlier considered to be the indntructible 
achievements of the preceding years. 
Features such as state ownership, centralis¬ 
ed planning and one-party dominance 
which have so for been represented to the 
outside world as the central pillars of the 
socialist system of the Soviet-type are 
today bei^ questioned, critici^ and 
restructured.' Viewed in wider terms, the 


Gorbachev Revolution is consciously aim¬ 
ed towards overthrowing not only the 
dead weight of Stalinism inherited from 
the past, but equally overhauling a large 
part of what has until today gone under 
the name of Leninism. Hiis certainly con¬ 
tributes to explain in some measure why 
so many sections of the traditional left 
(especially in India) view the Gorbachev 
initiative as a perversion of many of the 
principal ingredients that have so far been 
so integral to the socialist tradition. 

Nature of Current Reform Debate 

A preliminary review of current Soviet 
discussions on economic and political 
reform—especially those that took place 
during the nineteenth party conference- 
presents an extremely instructive indica¬ 
tion of the radical nature of official 
discourse in the USSR today, something 
that would have been unimaginable even 
a couple of years ago. It is worth em¬ 
phasising the unprecedented change that 
has taken place if only we remember that 
even the famous Novosibirsk paper by 
Ihtyana Zaslavskaya that was leaked to the 
western press barely three years ago, refus¬ 
ed to use the term market forces presu¬ 
mably because its use was still not permit¬ 
ted in official Soviet publications.’ Just 
how much the temper of official discourse 
has changed since then can be gauged 
from this excerpt of a speech made by 
V P Smirnov during the nineteenth party 
conference and later published in Pravda. 
According to Smirnov, “economic reform 
is not only an economic matter but also 
in the highest degree, a political and even 
ideological matter. In order to move the 
boulder of the economy, a great deal had 
to be changed in political notions and 
public awareness. In particular, recogni¬ 
tion of the role of commodity-money rela¬ 
tions and the market had to be achiei^... 
Can we really foiget how passionately, 
using foul language; many key ofTidals... 
inveighed agahut any attonpt to resusci¬ 
tate economic methods for the manage¬ 
ment of the economy and how they would 
fly into a rage at everything that roninded 
them of the market—the Hungarian, the 


Viigoslav or the Chinete experienoe? fLwc 
Had proposed the ideas of the family ctm- 
tract, co-operatives or individual enter¬ 
prise at that time, the whole thing would 
have ended in them having strokes.’*’ 
While Smirnov’s contribution consisted 
in outlining the larger political and eco¬ 
nomic dimensions of economic reform, 
the pointed speech by L1 Abalkin, Direc¬ 
tor of the Institute of Economics of the 
USSR Academy of Sciences, went even 
further by highlighting the eventual 
necessity of exploring suitable paths 
towards reforming the political system in 
a manner compatible with changes taking 
place in the economic domain: “Are we 
able to ensure the democratic organisa¬ 
tion of public life while retaining the 
Soviet organisation of society and the one 
party system? Yes or no? And i{ the 
answer is yes, then how?... When a 
choice of alternative options appears, the 
leadership performs the function of 
guiding society. If it has no choice of op¬ 
tions, it performs the function of amen¬ 
ding drafts prepared by the apparatus. 
This is inevitable. I think that we are on 
the threshold of some very major deci¬ 
sions. We must approach the elaboration 
and adoption of these decisions with great 
scientific and political wisdom!'^ 

The point is a crudal one Unforturute- 
ly, none of the other delegates chose to 
develop upon the question raised by 
Abalkin, but the fact that such issues ate 
being discus.sed with a degree of frankness 
and openness that has been uncharacteri¬ 
stic of Soviet official discourse ovpr the 
past several decades suggests that the Omr- 
bachev leader.ship is aware of the fact that 
the task of outlining the outer limits of 
political reform is clearly not going to be 
an easy one The pace and extent to whidi 
the political system can and ought to be 
reformed is a question that is currently 
preoccupying the Hungarian and Chinese 
leaderships as well, and despite the fact 
that a programme of radical reform has 
been in progress in both countries for a 
much longer period than the Soviet Union, 
there is still no consensus on the future 
evolution of the political system of the 
reformed economy in the world of actual¬ 
ly existing socialism. Past experience sug¬ 
gests that a programme of radical reform 
must inevitably at some stage include, a 
reform of outdated centralised politick 
structures, but at the time of writing, the 
mannei in which changes in the political 
domain are likely to occur among the 
reformed economies of the communist 
world continues to remain an open one. 

Speeches by delegates dwelling upon 
economic problems were equally candid 
in their identification of the forces ranged 
against the implementation of pemtrolka. 
It was not surprising to find a number of 
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delegates identifying the induMrial 
mirasihes and their self-seeking behaviour 
as a positive impediment to the current 
restructuring drive; '“We are anxious” said 
V I Kalashnikov, first secretary of the 
Volgograd province party committee, 
“about the serious difficulties in the path 
of carrying out the economic feform. The 
main obstacle now is not the labour col¬ 
lectives. The Law on the State Enterprise 
is not operating. Enterprises do not have 
total indepen^nce because the rear 
echelons of the production branches— 
planning, supply, credit and financing, 
pricing, i e, economic levers, things that 
the central agencies and economic science 
should have handled—instead of leading 
the way are lagging when it comes to the 
eiabonition of these questions, are lagging 
in updating these levers. Objectively, they 
are retarding the introduction of economic 
reform." According to Kalashnikov, the 
process of reform wa.s being “paralysed 
to a significant extent by the bureaucratic 
position of a number of ministries. We 
should undersund that until the minist¬ 
ries’ obligations to their enterprises are 
clearly defined, and pay at these enter¬ 
prises is made dependent on profits, the 
introduction of achievements of scientiOc 
and technical progress, the quality of out¬ 
put and other indices, the new economic 
mechanism will not begin to work. But a 
mechanical reduction in the administ¬ 
rative apparatus of the ministries without 
changing their functions will change little; 
it will preserve diktat, petty tutdage and 
bureaucratic methods of leadership!’’ 

In a similar vein, I K Polozkov, Hrst 
secretary of the Krasnodar territory party 
committee, spoke about the reluctance 
displayed by the ministries towards ge¬ 
nuine economic reform: “The fact that the 
present ministries are themselves incapa¬ 
ble of launching decisive transformations 
of their branches is becoming increasingly 
obvious. To them, this is tantamount to 
self-liquidation. The branch departments 
of the CPSU Coitral Commitree have also 
proven incapable of overcoming this con¬ 
servatism. In my opinion, they have not 
even tried to relrel against it... It is our 
profound conviction that economic life in 
our country could be significantly in¬ 
vigorated by shifting regions to a system 
of providing for their own needs. The 
established system of the centralised 
distribution of output gives rise to 
dependence and stiHes initiative at the 
local level... Show initiative and you are 
immediately punished.. 

Yht another commentator, D Valovoi, 
in an article published in Pmvda, argues 
against the suggestion of granting produc¬ 
tion coUectives complete independence;. 
According to this author, complete auto¬ 
nomy would be tantamount to eiiminating 


the entire sysiem of oentralued planniag 
and admlniMration,. While acknowledging 
the fact that the Soviet economy is on the 
verge of crisis, Wdovoi argues that it is 
precisely these-elements of crisis- 
reflected in rising prices and increased 
shortages—that make proposals for com¬ 
plete enterprise autonomy fashionable at 
the expense of neglecting the advantages 
of centralisation and concentration of 
production: “The advanu^es of the cen¬ 
tralisation and concentration of produc¬ 
tion are well known. Their correct use 
makes it possible to significantly increase 
the efficiency of production. But the 
administrative-command system that 
developed during the period of the Stalin 
personality cult not only ignored objec¬ 
tive economic laws, in many ways it also 
went against common sense. Using these 
methods of maiuigement to judge the ad¬ 
vantages of the centrally planned system 
means to swing from one extreme to the 
other and to throw out the baby with the 
bath watei!’ 

Valovoi then goes on to contest the 
main argument against centralised plan¬ 
ning in the Soviet press according to which 
it is impossible to control the sheer diver¬ 
sity of commodities that must be produc¬ 
ed under conditions of uniform technical 
progress. Castigating other reform advo¬ 
cates like N Shmelev, who write about 
“fruitless attempts to plan from the cen¬ 
tre the entire product mix of our industria] 
production which already comimses more 
than twenty-four million items’’, Valovoi 
argues that the imbalances in the Soviet 
economy “are due not to the expansion 
of the product-mix but to the faa that in 
the past twenty years, asrignments for 170 
key types of state controlled output have 
not bm fulfilled even once!’. According 
to him: “For some of them, the shortfall 
has totalled 20 per cent-30 per cent or 
more. In each instance this has caused a 
chain reaction of stoppages and imbal¬ 
ances, which has created plan anarchy. 
The latter served as the objective reason 
for dw chain reaction of plan adjustments 
to the actual situation. As a result, every 
year, billions of roubles of unearned pay 
for uoproduced output have entered cir¬ 
culation and aggravated the imbidance 
between the supply of goods and the 
supply of money. With thL kind of plan¬ 
ning, it has become increasingly cUfTicult 
to suggest proportionality. One of the 
solutions was Uw artificial expansion of 
the product-mix contiolkd from above. 
The longer the list, the more unmana¬ 
geable our economy became...’’’' 

It is not diffiadt to disoern in these lines 
an effort to strike a moderate balance bet¬ 
ween what Valovoi considers to be two ex¬ 
treme views, the first in whidi the fiitme 
of the sodaiitt economy lies in an outri^t 


abolition of centralised pbumtaig mod 
replacing the latter with a self-regulating 
economy similar to capiudism, amf the se¬ 
cond, in which the solution to current 
economic problems is pneeived in rmn- 
tralising an economic structure which is 
already excessively centiaysed. In contrast 
to the opinion of most spedalists who 
prefer to link the emergence of the 
*administrative-command system’ under 
Stalin to the institutional requirements of 
an apparatus of imperative planning, 
Valovoi prefers to view the emergence of 
the latter as a distortion of ’objective 
economic laws'. What then is the solution? 
According to Valovoi: “The situation will 
be different when all the assignments in¬ 
dicated on the State Planning Committee’s 
’glob^ ore fulfilled (espedally if there are 
corresponding reserves for every ^emergen¬ 
cy’). This will create a normal situation 
for 100 per cent fulfilment of economic 
contracts that spedfy everything that is 
needed not only to acMeve balance among 
sectors of the economy and regioiu, but 
to meet the public’s effective demand... 
The types of goods that are spedfically 
needed for this will be determined by the 
consumer and the producer, or in other 
words, the contracting parties.. .’’* 

A Third Path to Reformed Ectonomy? 

While there has been an indisputable 
riiift in the quality and range of Soviet of- 
final discourse in the wake of the Gor¬ 
bachev campaign for glasnost and 
perestroika, actual measures that have 
^been initiated so far, including those that 
are contemplated in the short and medium 
term, suggest a distinctly mixed future. 
This is especially true of the institutional 
measures proposed at the conference, 
some of wMch could prove to be valuable, 
while others could result in consequences 
that were not neebssarily premeditated. 
Thus, the unambiguous idcnttfication of 
the bureautmQ' as an obstacle to genuine 
change shouid pave the way for greater 
public participation in state affairs, just 
as much as the continued emphasis on 
giasnosi should pave the way towards not 
only broadening freedom of expression 
but also towards encouraging open debate 
on major political and economic issues. 
On the other hand, yet oth«r ingredients 
of the reform pirekage such as tlu role of 
the military, ‘new thinking’ in foreign 
poBcy, Soviet-East European relations, in¬ 
dependent political activity and national 
autonomy were oidy briefly touched 
upon—tite diannels of public participa¬ 
tion in the formulation policy on these 
major issues were left to the diwretion of 
the leodersh^r. Sfanilarty; die consequences 
of institutkmal measures proposed at the 
oonfiaenoe sudi as the proponl that local 
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party sccietaries shouki serve as chairmen 
of local Soviets could help in making local 
government more dynamic on condition 
that such dynamism is sustained among 
the higher levels of the political ad¬ 
ministration since in the absence of the 
latter, the move could equally result in 
strengthening the party’s influence over 
administrations and bodies that normally 
ought to lie outside the purview of the 
party. 

But the fact that the conference was a 
momentous occasion marking an un¬ 
equivocal endorsement of reformism 
lends it a significance that should not be 
underestimated; “The conference con¬ 
veyed the message of change to Soviet 
citizens much more effectively than Gor¬ 
bachev and the intellectuals at his side had 
previously succeeded in doing. The sheer 
novelty of the exercise, the publicity ac¬ 
corded to it, and the unusually dispu¬ 
tatious character of the proceedings com¬ 
bined to break down the communication 
barrier between the centre and the pro¬ 
vinces. The reform campaign has now 
become public propertyl’* 

It is precisely this public expropriation 
of reformism that will perhaps contribute 
to immortalise the nineteenth party con¬ 
ference of the CPSU as a major landmark 
in inaugurating a unique path to economic 
reform in the communist world; while 
how unique it will eventually prove to be 
will continue to remain a matter of 
legitimate dispute, the Gorbachev reform 
might well result in opening a *thir<i lath’ 
to substantive economic reform ip con¬ 
trast to the Hungarian model of decen¬ 
tralised plaiming on the one hand and the 
Chinese attempt to articulate a model of 
growth based on an individual interest in 
increasing consumption and efndency on 
the other. The term ‘model’ might appear 
at first sight to be a needlessly exaggerated 
manner of describing what eventually 
boils down to iiothing more drastic than 
a departure from the traditional model of 
the Soviet type, but just as there ate good 
reasons to question the extent to which the 
Hungarian and Chinese roads to economic 
reform do in fact correspond to a break 
horn the centralised model of the Soviet 
type, there are equally good reasons to 
suppose—given the fact the most of the 
sodidist countries have long been acknow¬ 
ledging the limitations of continuing upon 
a path of extensive growth—that the gap 
separating a ’departure’ and a ‘break’ in 
the Sovid and east European contact is 
perhaps larger than what many spedalists 
and observers imagine it to be and that 
more importantly, it is possible to distin- 
guirii between not one but several paths 
tp leformed economy during the into’- 
lagnum. ‘BanilatMl in simple toms, what 
this osentially reduces itself to is not only. 


, c. 

the explicit acknowledgement of the self-" 
evident fact that there are several transi¬ 
tion paths to reformed economy, but also 
that if the Gorbachev reform is able 
achieve itS larger objectives in the com4|| 
years, the entire experience might well end 
in pointing to a third path to reformed 
economy worthy of attention on its own 
grounds, rather than merely rising in com¬ 
parison with similar reform initiatives 
elsewhere in the communist world. 
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PERSPECTIVES 

Indian Big Bourgjieoisie and the 
National Question 

The Formative Phase 

DN 

The particular wanner in which the national question has 
developed in India is intimately connected with the historical 
course of development of the Indian big bourgeoisie. 


]N India today the national question is 
one ot tile most politiv^Iv and analyiically 
intractable questions. Whethei it is with 
regard to Muslims or Sikhs the dimension 
of religious comniunitics is also inextri¬ 
cably mixed up Hith the national question. 

There are many dimensions to the 
national pioblem. In this note we will take 
up the relation ol the bourgeoisie to the 
particular manner in which the national 
question has develo()cd in India. The 
bourgeoisie is not the only factor in the 
development of nations. But it is only with 
the rise of the hourgeoisie and with the 
cstabli.shmetit of colonial empires that the 
national question has become a political 
question. There is then every reason to 
focus particular attention on the role of 
the bourgeoisie in the development of the 
national question in India. 

By way of preliminary remarks it should 
be pointed out that while the spread of 
settled agriculture with it.s caste-based 
society from the Ganga-Yamuna doab did 
provide a cultural base for a common 
Indian identity, yet india rarely had a 
unified stale structure, with a centralised 
extraction of the surplus. This is parti¬ 
cularly so with regard to the Deccan, 
which was only rarely directly subject to 
the powers that tulcd the Gangetic plain. 
The Gangetic plain, on the other hand, 
was more often than not under the rule 
of a single kingdom. The Gangetic plain 
i.s the Hindi-Hindu heartland of India. 
What is important to note here is the 
distinction with, say. China or Egypt 
which, much before the coming of the 
bourgeoisie did have umried state struc¬ 
tures with a ccntiaUsed extraction of the 
surplus, and about whom it could be held, 
os ^ntr Amin does, that tliey had become 
nations before the capitalist era of world 
history. 

AOI NISOI- BRIVISH iMPi'RIAl.tSM 

At the beginning of the colonial era.the 
Indian merchant communities already had 
well developed financial and trade net¬ 


works. Thc.se networks were used by the 
Europeans, the Bnti.sh in particulai, for 
their own ends, i e. colonial plunder and 
conquest. The role of various feudal rulers 
and lords in helping establish Biitish rule 
in India is well known to any school sru- 
dent. The names of some, like Mii lafar, 
have come to be synonymous wuh (rea 
cherous help to foreign powers in enslav¬ 
ing the country. But the role ol ihe 
merchant-bankers in even more consistent 
ly financing the British conquest i.s not 
sufficiently well known. When even some 
of the feudals joined the peasants and 
rebel soldiers in fighting British luie in 
1857, the men of money, on the conirary, 
where invariably on the side ot the Btiosli 
“The Jagat Setts, the Naihijis, the 
Rustomjis. or the Thgores, clung to the 
foreign company. The Mutiny of Ik'!? 
found the men of liquid money generally 
on the British side. The .services of l.aia 
Jotiprasad, Nansilal Abechand oi the 
Muttia Sethjis who financed the autho¬ 
rities [British colonial rulers] in those days 
were long remembered” jSinha. 2^.J 

Is it sufficient to hold that in the quest 
tor profit they allied themselves to the 
power that seemed most likely to win and 
lo be able to provide the settled conditions 
nccc.ssary for trade and banking? I he 
British certainly established relatively 
settled conditions. But it was the peace ot 
bondage. Both the resultant plunder oi 
India and the distortions that crept into 
the social and economic structure follow¬ 
ing the colonial conquest- both of these 
factors have left their indelible mark on 
the whole course of India’s sub,sequent 
history. 

It is necessary to note that the Indian 
merchant communities of that tune did 
not identify their sclf-inteie.M with the 
country's freedom. It is almost as if there 
could arise no question of patriotism or 
otherwise in the case of those whose sole 
purpose in life (self-interest) is to make 
money. Whether the suBsequent identifi¬ 
cation of self-intere.st with some form of 


industrialisation changed the relation ot 
the Indian merchant-mdusirialists to im- 
penalism will be analysed subsequently. 

funciiomiig as mercantile and money- 
iending agents of British capital, the 
diaspora ol Indian merchants, tollowed 
ihrei' inajor routes jRay, 1984, 252] One 
ol these mosemenis had Bombay as its 
toons It extendcU along ihe coa.st, into 
tcmiiil Imiia; it also reached across the 
Indian fKeaii lo Arabia, Africa and 
China. 1 lie I’aists and Gujarati Banias 
were the m.tin eoimnunities involved; 
along will) them were others, like the 
Hhaiiii'. C uiehi Memoiis, eic 1 he second 
moseineni \va^ a basiealK txleinal oneot 
the NaiMikoi.li t'hcmar nioncslender- 
meribants Iroin Ntadra-. lo Ceylon, Burma 
anil s,nith-easi Asia. The thud movement 
vva. ol Marssari capital from north west 
Ka,'piitan.i (Hikaiier, Maiwar and 
SiuKavsai). supplcmcnied in Khatii 
capital Ironi ’dimiab. along the Gangetic 
plain lo Calcutt.i and the north-easi. 

He's* It shi'ijid be noted that the Indian 
merchants ser ved us agents of British im- 
periali.sm not onlv in India itself but also 
III oihci colonial and semi-colonial coun- 
Mies. t VvTofi, Hiitm.j and Ghina, and 
connt'ie.sil Alrica.,-Arabia and south-ea.st 
Asia, r.(» to inenMiin those in the sub¬ 
continent, such .as Nepal, Bhutan. Sikkim 
and .Afghanistan The laias (as also a 
nuinbei ot Marwan groups) made their 
initial torliines in the opium trade, help¬ 
ing the British foice opium on China. 
I ater on, when this capita! was wiped out, 
it was as suppliers lo the British army in 
Ethiopia that the Talas recovered their for¬ 
tunes and aceiinuilaied the capital with 
which to become industiialisrs in the 
cotton te.xtile industry 

T he external migrations of Indian mer¬ 
chants (who never developed an identity 
with the eoiiniiies in which they operated) 
have taken on an added significance in the 
contempoiary period, when Indian na¬ 
tionalism has mmed into an expansionism, 
a sub-impel lalisni 

Mr-k( HA.Ni CoMMUNnii-.s: Two Kinds 

Among Indian merchant communities 
a distinction must be made between two 
kinds, those involved in long distance 
trade and finance (banking) activities; and 
those who were peddlers and retailers. 
Profit.s in trade and finance were made 
mainly by the fonner and these accumula¬ 
tions could .serve as the basis for a transi¬ 
tion to industry; but for the latter, though 
they may have been important at the 
village level, there was usually not much 
scope for an expansion of their activities, 
leave alone for their transformation. 
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In ritual terms in the caste system, the 
long distance merchants and bankers had 
a higher status. They, like the Marwari and 
Gujarati Banias and the Agarwal and 
Vaish communities of UP, were usually 
recognised as belonging to the vaishya 
caste of dwijas (twice-born). One of the 
exceptions of an important community of 
merchants who did not have this twice- 
born status was (hat of the Nattukotai 
Chettiars. The retailers and peddler.s were 
usually of the sudra caste, e g, the Sahus 
and Tills of Bengal. 

Besides the difference in ritual status, 
these differences took on ethnic and 
linguistic (i e, nationality) forms in eastern 
India and other regions except for the 
Upper Gangetic Valley. Rajputana and 
Gujarat. In “the homeland of the great 
Bania communities, the Mar wan and 
Gujarati Bania.s and the Agarwal and 
Nfeish communities of UP were numerous 
in their native places and were thus to be 
found at all levels of trade and finance— 
from the village Bania to the all-India 
hundiwal (bill broker). But away from the 
heartland of the great Bania communities, 
caste and ethnic distinctions tended to 
reinforce the distinction between the top 
controlling level of the indigenous trading 
economy and the peddling and retailing 
'levels of rural and urban trade In Punjab, 
the ascending scale of caste status distin¬ 
guished the banking and merchant com¬ 
munities from peddlers, carriers, cattle 
dealers, green-grocers and liquor and meat 
sellers. In eastern India the distinction 
assumed an ethnic and linguistic form. 
Biharis, Oriyas, Bengalis, and Assamese 
were overshadowed in the higher levels of 
indigenous banking and trade by immi 
grant communities from Marwar, Cutch 
and Gujarat” (Ray, 1984, 241-242). 

It IS important to note that in the Hindi 
heartland the .same communities of Banias 
dominated both the higher and the lower 
levels of finance and trade This was also 
the case with Bihar, though there was 
some meagre section of local Bihari ped¬ 
dlers, milk vendors, and so on. But when 
the Bihari identity (sub-nationalism?) 
began to be asserted against the inclusion 
of this Hindi linguistic area in Bengal, it 
was not these minor trading interests that 
played a role but that of the rising pro¬ 
fessionals from the upper caste landlord 
sections, particularly the Bhumihars. 

Ray points out that the Provincial 
Banking Enquiry Committee Reports 
were full of complaints from the local 
traders, Bengalis, Oriyas, Assamese, and 
so on about the unfair dealings and prac¬ 
tices of the Banias from Rajputana and 
Gujarat. The practices of the merchant- 
bankers were sudi that they favoured their 
caste-fellows and discriminated against 
outsiders. Credit and other trade terms 


were substantially easier for those belong¬ 
ing to the Bania caste. There were caste 
credit networks for trading, banks to ac¬ 
commodate goods and for remittances 
frimbcrg, 197,6). It is no wondei that the 
Bengal National Chamber of Commerce, 
an association of mainly Bengalis, com¬ 
plained to the Bengal Provincial Banking 
Enquiry that the Marwaris, who controll¬ 
ed Calcutta's indigenous banking system, 
favoured their caste fellows and did not 
pul their money in bank slocks where it 
could “serve the general trading interest” 
ITimberg, 197, 58). The discrimination the 
local traders experienced at the hands of 
the upper level of merchant bankers cer¬ 
tainly played a role in fuelling the develop¬ 
ment of a regional, sub-national or, mute 
correctly called, a national consciousness. 

Tiif- Hindi Hkarilam^ 

'sVhy did not the merchant-bankers of 
the Hindi heartland play a similar role in 
the development of a regional, national 
consciousness in the Hindi belt? Why is 
it that what developed in this region was 
only a pan-Indian consciousness? The 
reason for this could lie in the fact that 
this region itself did not have much of an 
indigenous trading community. The mer¬ 
chants and traders, down to the village 
retailer, came from the great Bania com¬ 
munities. Thus there was no local trading 
class that could have an interest in carving 
out a regional market, through the spread 
of a regional, national consciousness. 

Further, the merchant class in this area 
was already operating on a pan-Indian 
.scale. They had spread through the coun¬ 
try and beyond in the Pax Britannica. 
Thus, for them the interest was not just 
some regional market but the all-India 
market. The consciousness they wanted to 
build was that of the pan-Indian identity. 
In fact, in many ways they stood opposed 
to the expression of the various regional, 
national identities. 

The above situation did not change 
much in the transition from merchant to 
industrialist. With British factory produc¬ 
tion driving artisan and handicraft pro¬ 
duction out of the market, there was no 
possibility of industry in India develop¬ 
ing in what Marx had called the truly 
revolutionary way—the producer (artisan, 
masta craftsworker) becoming a capitalist. 

Further, in the face of foreign competi¬ 
tion of an advanced, industrial type based 
on large scale production (even if not yet 
monopolised) small capital was not viable. 
'Thus, the evolution of both artisans and 
merchants operating at a small-scale level 
was not possible. In order to overcome the 
high investment barrier of foreign capital, 
indigenous capital had to dispose of suf¬ 
ficient amounts of capital and to under¬ 
take production on a large-scale, factory 


level. Such big capital did not develop 
from smaller industrial capital but from 
within the comprador-moneylender pet- 
work, where pro(ii.s were high and there "■ 
were certain oppsirtumlies of accumu¬ 
lating a money hoard in the colonial 
situation. 

The first to make the transition from 
trade to industry were the meichants of 
Bombay, like the icejeebhoys and Tktas. 
They imported Briti.sh maiiutactures and 
exported Indian taw cotton. They also had 
interests in shipping and the China trade, j 
The Banias of tiujarai had the same > 
background, though with a )es.ser foreign 
trade connection. In the interior of the 
country were the Marwaris. who acted as 
merchants, moiieylcndeis and bankers, 
raihei than carrying on proper niiddlcmen • 
aciiviiie!,, Ttiey were inipoi larii both in the 
internal trade of the country and in pro¬ 
curing law materials toi export, though 
not III ihe actual exfioii. This was the - 
second o) the sec.i.ms of the Indian 
bouigcoisic to make the transition to in- , 
dustry, it inclucicc! the Birla.s, Singhanias ' 
and Thapars, The ihiid group came from 
among the itioiieylending landowners like 
Goenka and Bangui. 

Thus, it was the classes most intimately 
connected with the t’oinnial and feudal ex¬ 
ploitation ol ihf comiti V that made the , 
transition to capitalisi industry. 

The transition lo capiiaii... idustry in¬ 
volved two .set., ol faciors, internal and ex¬ 
ternal. The internal faciors were the ac¬ 
cumulation Ol sufficient sums of money 
in the hand.s of the merchants and money¬ 
lenders, the esisiencc of a market for the 
commodities produced and the existence , 
of a cla.s.s of labourers who own no pro- .j. 
perty. But all ol this would not by itself > 
have made indusoial capital, were there 
not available machinery and other instru- 
menis on which labour could be put to . 
work in order !o create surplus value. The, ' 
technology and machinery were not ' 
developed fioiii indigcnou.s development 
of the craft and manufacturing .stages of ' 
production. They had to be imported • 
from the advanced iiidusti iai capitalism ■ 
of Brilaii) 

The falling rate of profit m capital in¬ 
vested in Britain was lorciiig capital to , 
seek outlets in the colonial countries for ■ 
more profitable invc,stmcnl. TTie machinery ?! 
manufacturers rook the lead in this export 
of capital to the colonif.s, when; machinery ' 
could be sold at.much higher prices than 
those prevailing in the market at home in ' : - 
Biitaiii. 

This external factor of the need of 
British capital lo develop the Indian 1 
market in ordei to inaimain its rate of pro¬ 
fit was crucial to Ihe whole process of for- , 
ination of big industiial capital in India. ; 
In the absence of this factor the accumu- 
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laicd capital would have continued in tlic 
existing trade finance-moncylending cir¬ 
cuits and not have become industrial 
capital 

Ac<tNl fi.S Fan-InDI^N NAIlf*N 

With regard to the national question, 
it is neccssarv to note both the reliance on 
imperialism in the tiansiiion lo industrial 
capital and the taige scale on which fac¬ 
tory producMon was established right 
from the start The Indian big bourgeoisie 
did not develop through a process of cen¬ 
tralisation and concentration from smallci 
capitals; rather, when it made its entry as 
industrial capital, it was big capital based 
on large-scale production. It was not out 
of small capitals, serving local markets, 
that the big capitals arose. Thus, it was 
not necessary for them to identify with 
local sub-nationali.sms. Along with aspir¬ 
ing to the all-India market went the 
necessity of pan-liidian nationalism 

In this note the development of the 
Indian big bouigeoisie’s relations with 
imperialism will not be analysed further, 
except to note that in this formative phase 
(i c. upto 1947), coinciding with the 
decline of imperial Britain, the Indian big 
bourgeoi.sie shifted to a multilateral 
dependence on a number of imperialist 
powers, chief of them being the United 
States. 

At the same time a policy of building 
the pan-Indian nation was adopted. This 
was signalled by a double change in the 
features of the Indian national movement. 
Starting with Tilak, Bipin Chandra I’al 
and Lala I,ajpai Rai and going on to 
Gandhi, a Hindu colour was impitried to 
the notion of Indian nationalism. The 
Hindu colour was expressed, on (he one 
hand, by Bankimehandra’s anti-Muslim 
anrt pro-British Anandmatt, with its cry 
of Vande Malaram and Gandhi’s Ram 
Rn/ya. Along with this was the decision 
to promote Hindi as the national 
language. Non-Hindi big bourgeois 
groups, as the Gujarati Banias, supported 
the Hindi decision, obviously ih the in¬ 
terests of fashioning an all-India market, 
based on pan-Indian nationalism. It is in¬ 
teresting to note that .some upper ca.stc 
groups, which were not big bourgeoisies 
interested in all-India markets, like the 
Ikmit Brahmins, also .supported Hindi as 
the national language (Anaimuthu, 1988, 
311- 

Thus, for the big bourgeoisie nation¬ 
building became a matter of fashioning 
an India on the basis of a Hindu/Hindi 
ethos, obviously an upper caste Hindu/ 
Hindi ethos. Here again, it should be 
Qoied that the Hindi heartland is the 
Hindu heartland, where the four-varna 
system is found in its classical elaboration. 


“In UP, Rajasthan and central India 
Rajputs and Banias existed in close 
juxtaposition, one representing the 
Kshatriya varna and the other the Vaishya 
varna, and thus articulating the full four- 
told varna order. Beyond this Hindu 
heartland, however, the varna order tend¬ 
ed to be only imperfectly articulated— 
wiih Brahmans and Sudras 
preponderating at two poles and the mid¬ 
dle varnas being weak. No caste 
represented the Kshatriyas, and no caste 
the Vaishyas with an absolute certainty 
since the four-fold varna system was but 
weakly developed in north-western, 
eastern and Southern India” [Ray. 1986, 
2451. 

In the wake of this nation-building 
policy adopted by the Indian big bour¬ 
geoisie and its instrument, the Congress, 
various fis.sures in Indian society came to 
the fore. The conventional history pro¬ 
pagated by the rulers attributes all such 
fissures, whether reflected in partition or 
reservations for dalils, lo the intransigence 
of political forces like the Muslim league 
and the British imperial policy of divide 
and rule’. The nature of the fissures in 
Indian society and the role of the Indian 
big bourgeoisie and the Congre.s.s in ado[i- 
ting an upper caste Hindu/Hindi national 
policy haidly come into the discussion. 

iNSISTBNCt ON UNITARY SfATt- 

The problems with the attempt of the 
Indian big bourgeoisie to monopolise the 
fruits of bourgeois development came to 
the fore when aspiring bourgeois sections 
from the Muslims began to articulate their 
demands for a share of bourgeois growth 
Given the crucial importance of the state 
machinery in the transition to capitalist 
industry, and the use of caste discrimina¬ 
tion by the already established Indian big 
bourgeoisie against outsiders attempting 
to enter the ranks of capitalist industria¬ 
lists, the Muslim bourgeois elements 
sought to gain an area where their com¬ 
munity's numerical majority would enable 
them to use the state machinery for 
capitalist accumulation. 

Over a .scries of demands and counter- 
demands what finally emerged was (hat. 
while the Muslim League was willing to 
settle for a federation in which the 
Muslim-majority states would have full 
(a.s full a.s possible in the imperialist 
world) economic and political pdwer, the 
Congress, representing'the Indian big 
bourgeoisie, was not willing for such a 
federation scheme. The Congress insisted 
on the right to*fashion a constitution a.s 
it wished, on the basis of its majority, i e, 
a Hindu majority. 

The Congress (i e, the pan-Indian big 
bourgeoisie) preferred partition to a 


federation. A federation, with major 
economic and political powers (other than 
foreign and military affairs) in the hands 
of the piovincial governments would have 
helped the growth of not just a bour¬ 
geoisie from the Muslims, but also other 
competing, regional bourgeoisies. This the 
Indian big bourgeoisie was determined to 
prevent. Birla, for instance, was clear that 
partition was preferable to federation. 

Along with the insistence on a unitary 
stale structure Oustified as necessary to 
build a strong centre to counter various 
fissiparous tendencies and imperialist 
pressures) went that on the Indian union 
being a forced union (to include all the 
territories governed from Delhi, but not 
explicitly included in Pakistan). At various 
times. Congress leaders, including Gandhi 
and Nehru, had spoken of India as a 
voluntary federation and had even said 
that no unit could be forced to join it. But 
all this was given up and the big boui- 
geoisie decided in favoiii of a forced 
union, a policy that was aptly left to 
Sardar Vallabhbhai Patel, the arch repre¬ 
sentative of the big bourgeoisie, to 
implement. 

What this meant was that the Indian 
big bourgeoisie was going to use the steel- 
frame ut Briti.sh colonial unification 
(bureaucracy, constitution, etc) as the 
basis for building the Indian state, with 
the addition of an upper caste Hindu/ 
Hindi ethos into this steel-frame. 

In summing up the following points 
should be noted about the Indian bour¬ 
geoisie in the formative phase of the na¬ 
tional question in India; (1) The big 
bourgeoisie started out as a big bourgeoi¬ 
sie and from the start was in flavour of a 
pan-Indian identity: (2) In the Hindi/ 
Hindu heartland there was no distinct 
regional bourgeoisie, which could be the 
rea.son why there has been no need to 
develop regional (national) identities in 
the Hindi belt, and this region has had 
only a pan-Indian consciousness; its role 
as the Prussia of India, makes it easy for 
even the people of this region to slip into 
the feeling that to talk of any other than 
a pan-Indian identity is anti-national; and 
(3) The nation-building policy of the 
Indian ruling classes has built upon the 
steel-frame of Indian unification initiated 
by British colonialism, 
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REVIEWS 


Bank Profitability and All That 

T K Velayudham 

l<»ith Bank Economists' Meet, 1987; Proceedings and Papers, published 
by Vijaya Bank, Bangalore; pp 512, Rs 80. 

Seminar on Bank Profitability: Proceedings and Papers edited by K 
Kanagasabapathy; Bankers’ lYaining College, Reserve Bank of India, Bombay; 
pp 218 + vii, Rs 75. 


AN important development relating to 
Indian banking in the post-nationalisation 
years, which received little or inadequate ap¬ 
preciation. is the phenomenal growth of 
literature concerning banking concepts, 
banking principles and banking operations 
and problems. The main contributors to this 
growth have been the apex training institu¬ 
tions like Bankers’ Training College of the 
Reserve Bank of India. Bombay. National 
Institute of Bank Management, conferences 
of bank economists, the Indian Banks’ 
Association and individual public .sector 
banks (including the State Bank of India) 
which have the imagination and resources 
to identify the problems and focus on them 
the attention of the banking fraternity. The 
growth of this banking literature has taken 
the form of reports on workshops, seminar 
and conference papers and proceedings, 
monographs and special publications by in¬ 
dividual public sector banks. The subjects 
covered are indeed wide-ranging and if one 
were to survey the banking literature now- 
available, there is no aspect of banking- 
conceptual or operational—that is not dealt 
with. In this growth of banking literature, 
though operational departments of banks 
made a contribution, the role of bank 
economists has indeed been very commend¬ 
able, despite the odds they faced including 
the gross indifference of top management 
and operational departments towards the 
presence of economists in their banks. 

IVvo important features stand out; the first 
is that the entire literature is marked by a 
high degree of pragmatism both in regard 
to concepts and problems analysed and the 
solutions suggested: the second is that the 
publications are available to a much wider 
public at moderate prices, as these are 
published on no-proflt-no-loss or cost-price 
basis. These two features come out pro¬ 
minently in the two publications under 
review: one published by the Bankers’ Train¬ 
ing College (BTC) and the other by Vijaya 
Bank on behalf of the bank economists’ 
conference. The BTC publication is a report 
on the seminar held in August (22 to 24, 
1987) in BTC on the specific subject of Bank 
Profitability; the Vijaya Bank publication, 
which is a report on the lOth conference of 
bank economists, deals with four banking 
problems of current interest, namely, 
(a) Branch Banking and Prontability 
papers); (b) Evaluation of Performance 
of Commercial Banks (9 papers); (c) Pro¬ 


blems and Prospects of Regional Rural 
Banks (8 pafiers) and (d) Changing Structure 
of Money and Capital Markets in India 
(7 papers). Each of these subject groups is 
accompanied by observations of special 
invitee and of the chairman of the .session. 
At the end of the volume (under valedictory 
section) the rapporteurs’ reports arc presen¬ 
ted. The BTC' report contains five parts and 
of these parts 11 and IV are relevant for our 
purpose, as these contain, respectively, sub¬ 
ject papers, summary of recommendations. 
The subject papers contained in Part II are 
accompanied by group reports and gist of 
discussions on the subject. 

It seems to be something of a coincidence 
that the BTC seminar and the bank econo¬ 
mists’ conference should take place in the 
same month and that too with a gap of a 
fortnight between the two events. It is equal¬ 
ly a coincidence that bank profitability 
should figure prominently as a subject for 
discussion at the conference and at the 
seminar. For the purposes of this review, the 
two reports are taken together and the 
themes discussed are dealt with in the order 
in which they appear in the Vijaya Bank 
report on the economists’ conference; that 
is, bank prontability, evaluation of perfor¬ 
mance of banks, Regional Rural Banks, 
structure of money and capital markets. 
Some general observations are made on the 
two reports towards the end of this review. 

Bank Profitability 

The problem of profitability of banks has 
its origin in the nationalisation of banks and 
has. over the years, become acute due to a 
Variety of reasons, the more important of 
these being increased lending at concessional 
rates of interest for socio-economic pur¬ 
poses, ri.se in the number of rural and semi- 
urban branches resulting in higher opera¬ 
tional costs, increasing wage bill and 
establishment expenses. The effKi of these 
is compounded by lower operational effi¬ 
ciency and lower productivity and lower rate 
cf recovery of loans. Though in the initial 
stages the problem of profitability was con¬ 
sidered in rehition to the bank as a whole, 
the rapid growth m the number of rural and 
semi-urban branches, the lower credit- 
deposit ratio and the time taken for rural and 
semi-urban branches to break even have 
made it necessary to consider profitability 
at the micro levd alsoi i e; at the branch level. 


The BTC' seminar, whose objective it was 
to identify the areas and methods for im¬ 
proving profitability in public sector banks, 
focuses attention on issues and problems 
relating to critical areas a flee ting bank pro¬ 
fitability. These areas are resources and 
funds management, cash and investment 
management, credit management, foreign 
exchange business, ancillary business, pro¬ 
fit planning, budgeting and control, and cost 
effectiveness and cost control. Each of these 
critical areas arc dealt with in a subject paper 
which forms the basis for discussion and 
these discussions are embodied in the group, 
report which is finally considered by the ex¬ 
perts' panels and conclusions are arrived at. 

Though the total effect of the subject 
papers on each of the areas is indeed 
stimulating from the point of view of im¬ 
proving profitability, individual papers do 
not seem to produce the same effect. For 
instance, the subject paper on foreign 
exchange business and the discussion 
followed by the views of the panel indicate 
clearly that it is full of risks, that it requires 
training and expertise and that it is not a rosy 
area from the point of view of improving 
profitability. Similarly, the paper on credit 
management dues not explicitly bring out 
that relevance of credit management to pro¬ 
fitability is only indirect. No doubt, sound 
credit management contributes to profit¬ 
ability of banks, but the soundness itself 
depends on factors both internal and ex¬ 
ternal to the bank-some of which arc 
beyond the control of banks. Thus an 
improvement in the share of performing 
assets in the credit folio can come about 
through better pre-sanction appraisal and 
post-sanction monitoring and better recovery 
leading to greater turnovei of funds and 
therefore higher pront.s. Credit management 
by itself will not help improve profitability 
if environmental factors neutralise the effec¬ 
tiveness of credit management, e g, indus¬ 
trial sickness arising from non-credit factors. 
The subject patter on cash and investment 
management and the discussion followed by 
the views of the panel throw interesting light 
on the operational problems of cash 
management, while the other subject papers 
cover famUiar ground like ancillary business, 
profit planning and budgeting, cost effec¬ 
tiveness and cost control, which have been 
talked about for quite some lime now but 
with no concrete results. Some of the papers 
circulated serve as useful supplements to the 
subject papers; for instance, the papers on 
income from foreign exchange business, 
cost-benefit analysis and pricing of services 
rendered by banks. 

While the BTC seminar dealt with bank 
profitability at macro level, the economists' 
conference discussed issues concerning pro¬ 
fitability at the branch level. Nine papers on 
branch profitability presented at the con¬ 
ference covered many aspects ranging from 
the relevance or otherwise of branch profit- 
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ability in the rontext of liKlian banking, 
difficuities in mea&uriiiy iiraiK'b profitability, 
managerial cffcttne.Rv-. a; ilie branch level 
and operaiional v, i,i elimination ot 

transfer pricing ( >i:!\ . .per dealing with 

the viahilnv ol mi.:; ii- • ,, i.f commercial 

bank.s made ilic ■ i ^ation of the 

branch and the vuifii.:. i tisiness in rela¬ 
tion ti< income and • ■. < i!;*!' jic are impor- 
iHiil in inlliicneiii;.' • . • • profitability. 

Iwi) strands <>( m 'ii eige from the 
papers on biarich p o hty. The first is 
to question the uii! ■< ..! ;‘ie transfer price 
mechanism in asse's„iii,’ Pwokh profitability, 
rhe second iv the- .1 dithering that 
is displayed while .Ic.ij';)' w.th the question 
whelhei or not hiati';. ; .. •utability is rele 
vanl from the (i uni >< itw of overall 
profitability 

Not much light IS... ;• -ni eilher of the 

two points iclerri'i! 1 ■ > oi ilic issue of 
transfer pricing, i.ri . 1 . i-nce. the NIBM 
paper argues that .f. - ,ii>ce should not 
be used to mcasinc pnim ■ various bran¬ 
ches and that ih*.- '■ic •;■. ot transfer price 
should lie elimiriipeo. ! his 1 .. indeed pu/./.l- 
ing. it is not corie>! 10 argue that transfer 
price is used to OTiwno loe h profitability.- 
TVansfer piicc is ttie < 1 /<f;-,' ivation paid to 
a resource-surplus hr,((i. ;i because the 
branch i.s unable to nee tiicm and because 
the rest of the bank o m .1 ,iosition to use 
them. This paynieni :- i not necessarily 
convert a loss mat 'iij •- .p.-h into a profit¬ 
making one, as the' e-iiui-.rnsation paid is 
only nuiioiial. Besides, ir the absence of 
transfer price, a paiad'C. icat picture will 
emerge, i e, resource .sm phis branches will 
be making losses while n v'.iice-deficit bmn- 
ches will be making {xpHi.s. By arguing 
against tnmsfer price the NlliM paper seems 
to imply that every bt^rirh eiiould make pro¬ 
fits. Is this possible (V. rraliMic? What is the 
solution suggested? M"rc loiins and more 
ratios which the tn.ni. he-, and regional 
offices do not compichi‘'.-t'' ! he other point 
is whether branch protii,- -i ity is very rele¬ 
vant. Here again no eie; ;« suion emeiga. 
The questions wluci’. an answer in 

this context arc whctl.c: w.- .iie dealing with 
unitary banking and v. hefHei we can totally 
ignore contradiction^ iicwi'cn social bank¬ 
ing and commercial b. ni. o: while assessing 
branch profilabilii) 

The observations ot tti; cial invitee and 
of the chairman *.•( iln .c.ssion on the 
problem of branch pro.liability are not 
helpful in taking a view .10 ihe entire ques¬ 
tion. The special invuiv ' >,ems to have taken 
a rigid stand in sayir.g that every branch 
should break even anil become a source of 
profit after the initial gcvtation period. The 
chairman of the ytssion was too vague when 
he said that the working .<f the branch was 
important and that v>c sirocid endeavour to 
find a proper <.rnen m ot efficiency of 
operations. 

PFRFDRMANCI t't < I'MMI RftAl BANKS 

The second topic ot the conference was 
the evaluation of the ps'iformancc of the 


commercial banks in the country, particu¬ 
larly public sector banks. This topic also is 
as controversial as that of bank profitability 
and does not lend itself to any workable con¬ 
sensus. The main arguments of all the nine 
papers presented on the subject arc that 
evaluation of performance of commercial 
banks is indeed difficuli and complicated, 
that there is no single yardstick to measure 
bank performance, as performance is the 
function of several variables and that there 
are problems in inter-bank comparisuii in 
regard to performance. 

The paper on norms and techniques of 
evaluation presented by Bank of India is 
indeed highly critical of the criteria used by 
the governmeni and Reserve Bank ot India 
as these do not seem lo reflect realities. 
According to the paper, the exercise ol 
ranking banks in terms of performance is 
a fruitless one as the data supplied by banks 
differ, interpretations of indicators differ 
and there is no cross-checking of the data 
supplied. I'hc alternative suggested is that 
It would be better if the performance viewed 
in relation to the Action Plan drawn hy each 
bank. Similarly, the NIBM paper makes the 
point that no two institutions will be com¬ 
parable in a static framework because of 
cultural differences, historical growth 
disparities and environmental differences 
and that indices of any type will always have 
methodological drawbacks. The points made 
in other papers range from the need to avoid 
a review of a bank's progress on the basis 
of sketchy statistical information or on the 
basis of conventional profitability criterion, 
the inadequacy of balance-sheets and annual 
reports of banks for purposes of comparison 
and Ihe need for commercial viability of the 


banks true to their commercial character to 
the need for a national banking plan with 
a time-frame co-terminous with the five-year 
plan 

The observations of the special invitee and 
of the chairman of the session are of interest. 
The special invitee was of the opinion that 

(a) evaluation has varied dimensions; 

(b) each bank has to measure its achieve¬ 
ments with reference to its corporate goals 
which are no doubt influenced by the 
national objectives; (c) each bank may 
undertake a self-assessment of its perfor¬ 
mance by comparing its own achievements 
with those ot other bank.s; and (d) in the 
presentday context, one of the many impor¬ 
tant operational parameters lor evaluation 
is the contribution to social good the banks 
have to make by fulfilling social respon¬ 
sibilities under various developmemal pro¬ 
grammes. The chairman of the .session at¬ 
tempted to clarify ilie various points made 
on the subject and observed that the system 
of evaluation needs to be reviewed in a 
dynamic situation and that the suggestion 
made at the conlercncc could be considered 
by RBI. 

Problems and Pkoshh. rs of Reoional 
Rurai Banks 

The Regional Ruial Bank.s have been in 
the hme-lighi for (lie past two to three years 
for a varictv of tcason.s. It is natural, 
therefore, that this should be chosen as one 
of the iQpics of the conlerence. Eight papers 
were presented on this subject and all of 
them seem to fail into a pattern. Most of the 
papers begin with the origin and place of 
RRBs, their expansion and role in rural 
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development, touch upon the problems and 
prospects and invariably end up with the 
recommendations of the Kelkar Committee 
and their implementation. No paper could 
help drawing heavily on or referring fre¬ 
quently to the Kellcar Committee report in 
the context of. assessing the prospects for 
RRBs. Perhaps this is unavoidable as the 
Kelkar Committee report, published in 1986, 
was the mo.st recent and comprehensive 
document available to the participants of the 
conference. 

Notwithstanding the pattern to which 
almost alt the papers conformed, some 
worthwhile observations have been made in 
some of the papcis. The SBl paper, for in¬ 
stance, makes the point that (a) RRBs are 
a permanent set-up in the overall rural credit 
structure of the country; (b) their financing 
and operations must be so organrsed as to 
ensure long-term viability; and (c) any 
mea.sure to tackle the problem with short¬ 
term solutions IS not likely to be of much 
help. The paper from the RBI, while deal¬ 
ing with the problems and prospects of 
RRBs makes particular reference to (a) the 
need for altitudinal changes among the RRB 
staff from the present urban bias to a more 
accommodative approach to the socio¬ 
economic environment prevailing in the rural 
areas, and (b) removal of discontent among 
the RRB staff causing industrial dispuic.s. 
The paper presented by Agricultural Finance 
Corporation brings out the fact that while 
quantitative progress of RRBs is one aspect, 
no evaluation studies are conducted in 
respect of qualitative aspects, i c. to establish 
whether borrowers of RRBs have improved 
their standard of living in real and money 
terms. Dealing with the recovery problems 
of RRBs, the paper presented by Pandyan 
Grama Bank categorises defaulters into three 
groups and points oui that there is need for 
effective penal action against willul defaul¬ 
ters who are generally the rich and the elite. 
Other papers emphasise the need for greater 
attention to end use of credit, cost profile 
of RRBs, etc. 

The observations of the special invitee and 
the chairman of the session are of interest. 
The special invitee made the points that 
(a) viability or profitability of RRBs is not 
relevant; (b) their social benefit is important; 
and (c) RRBs are a powerful instrument for 
bringing about primary income redistribu¬ 
tion. The chairman of the ses.sion agreed 
with the views of the special invitee and 
added that it was necessary to get away from 
this ghost of profitability that is haunting 
us and throw open the credit channels to 
small man. 

MONtY AND Capital Markets 

The changing structure of money and 
capital markets is the fourth topic discussed 
at the conference and its relevance cannot 
be overstated in the context of the recom¬ 
mendations of the Cbidciavarthy Committee 
and V^ghul Working Group on the one band 


and, on the other, the boom experienced by 
the Indian capital market till 1985-86. In all, 
seven papers were presented on the subject. 
As is to be expected, the report of the Vaghul 
Working Group on money market was the 
dominant theme, as the report was published 
about seven months before the conference 

The paper presented by the Andhra Bank, 
after tracing the structural and policy 
changes in money and capital markets, 
focuses attention on the implications of 
these developmints for the banking system. 
According to the paper (a) recommendations 
of the Vaghul Working Group would benefit 
the banking system as a whole in meeting 
short-term needs, (b) closer integration of 
sub-markets of the money market would 
transmit, effectively and without time-lags, 
the monetary policy action of RBI, (c) a 
healthy and vibrant capital market would 
reduce the dependence of the corporate 
sector on the banking system, affecting 
thereby the deposit mobilisation efforts of 
banks as also their lending activity. The 
paper from the Indian Bank analy.ses the 
utility of the existing instruments, the need 
to create new in.struments and the instru¬ 
ments which would be more suitable in the 
Indian money market. The paper presented 
by the Punjab National Bank is a good criti¬ 
que of the Vaghul Group’s approach to bills 
culture. Similarly, the paper of the Union 
Bank of India provides a valid criticism of 
the Vaghul Group’s recommendations on the 
money market in general The paper from 
the UCO Bank throws interesting light on 
disintermediation by banks as a result of the 
developments in the capital market. Other 
papers bring out the role of banks in the 
development of the call money market and 
also the need to improve the operational 
efficiency of the money and capital market 
in India. 

T'he special invitee’s observations are con¬ 
fined to the capital market—the develop- 
ment.s therein, the need for reform and the 
scope* tor innovation in regard to capital 
market instruments. As an example of in¬ 
novations, the special invitee makes out a 
ca.se for introducing a variety of preference 
shares. The chairman of the session, who 
was also a member of the Chakravarthy 
Committee, understandably, deals with some 
important aspects of the report of the com¬ 
mittee, i e, its analytical framework, the role 
snf interest rate policy as envisaged by the 
committee and the need for widening the 
money market on the lines indicated by the 
commiticc—with particular reference to the 
development of bill financing. 

Polic y Constraints 

The two publications under review deal 
with four important problems facing the 
banking industry in India today, i e, profit¬ 
ability, performance, plight of regional rural 
banks and the implicatic>is for banking of 
the changing structure of money and capital 
markets in the country. The papers contain¬ 


ed in these publu a< ions are not only of high 
quality but also u'i>.cs«nl a cross section of 
views, appriiav hc' ;tml mitUsok provided by 
bank economist'. .osJ s|tecialisis in banking 
operations. Thtsc :«o publications may be 
regarded as a good <..'nttibuiion to banking 
literature. Hs'wi-vit ti-.t workable consensus 
or agreed view ■ > rtged on each of the pro 
bicms. illustiai u ;. : tc cby the old adage that 
‘much can be sm..li both sides'. The pur¬ 
pose of this sC'. o'lr. ol the review is. 
therefore, to tn ''fspeclive each of the 
four problems with in the two 

publications 

Before taking iit> tl'cse points ii seems 
necessary to make i. t.eiicral comment. All 
the four probicai' a., v been discussed ac¬ 
cepting the presc),; ii.v ironinet.t :.s given oi 
as something ur.ai;' I'lilc. For in'.tance. the 
BTC seminar on t ■ piofilability is con¬ 
ducted on the uud!'- -.t,inding that the policy 
constraints are ri - -i -'lul this approach ap¬ 
pears to have I' ■c-.' „■ hacKdrop evien for the 
bank econonnsi- - ;.'-,‘fience-The que.stion 
is how valid is i r an- appioach. It seems 
to ignore the .1 •:. , of the Indian bank¬ 

ing situation I' ' I'liiii'icd the low pro¬ 
fitability of b.’i < . "ti ic-lcrencc to policy 
constraint' a'- .> > ' i.i facior-i, how do we 

improve piol;:'i;'..: '. i iKing the same con¬ 
straints as g!'C.;’ Vii.r is the room for 
maiioeusrs- 'n .’i ■> v s.m ih' same cori- 
.straints? F(’! ... d dsion revis¬ 
ing the lendi'ii. . .1 • .wards in the middle 

of th? bank' '..•g yeai is bound to 

affect protiu!'.'' Ins situation taking 

policy const)ii- ..vcn would not be 

realistic. Ill IK die problems need 

to be consult -n ivnamic setting in¬ 
cluding change i .v s-onstraints so that 
alternative .sti.n. eoiild be worked out. 
Policy con.sii;m . - luK and should not re¬ 
main rigid and . iiavc ui change if the 
.situation wan a,-. 

Turning to w,. ; ' icm of bank profit¬ 

ability, enoug’*. ■' -.lori has been created 
by ignoring rc.ii' ■■ , ' ■ ■ taking extreme posi¬ 
tions and by iir;.- .1 'i brandi profitability. 
The basic qin ‘■u - 'i . iioiher in the Indian 
context where : I'.i■■.inking is the greater 
part of conirt'i.i ■' ' ..’ikiiig, where rural 
branches pred -1 r ■ doi socio-economic 
reasons), brancli. 1 ...lency should be insisted■ 
upon. Predouir'.ii.'i..- of rural branches 
implies llial tlu s 'Ciinon of branches could 
be in areas wli'.'ii- o.ismess potential is little 
or low and w licrc of business is con¬ 

strained by UuM". '.-^'crnal to the branch. 
The crucial l.unn-, me location and its 
bicsincss voluiiK wiii^ii get lefiectcd in the 
CD ratio ol the lo.-irn h Much depends on 
the capacity ol the .ii-, to absorb increasing 
doses of credit wliiri, ivoukl generate income 
foi the brand) Ii; I'n- absence of adequate 
or growing eredu absorption capacity of the 
area where the brunch i. located, it is not 
reasonable to insist oi. bianeh profitability, 
unless efforts are made bv the government 
(state and local) to improve the area. This 
of course is a long diawn process. Till then 
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we have no choice but to accept k»!>-making 
branches as part of the system we have pro- 
molc«l- Secondly, given the system of branch 
banking, though branches incur costs in 
mobilising I'mancidl resouices, deploy funds 
10 the eMcni required, a major share ol 
funds mobilised is deployed ai ihecoiporatc 
level in investment opcraiion.s, maintenance 
of statutory rcqniicments, etc Third, fallow¬ 
ing from branch banking is the inevitable 
transfer of tunds from icsource surplus 
branches to icsoufcc deficit centres. In a 
branch-banking system, biatiches are 
complementary to each oihei and tran.sfci 
ot resources from one branch to another is 
pan ol hanking opeiatioiis and there is no 
escape from ii Viewed in this context it is 
unreahstii. ti> aigue against ihe transfer price 
mechanism. As rncniioncd earlier, transler 
price is not a measure of branch profitability 
hul compensalion paidjor uung the surplus 
resources ol a branch faking all things into 
account it mav be observed that (a) svhal 
matters ultimately is the profitability of a 
bank as a whole; (bj individual, branches 
being profit centres, profit-making branches 
need to be strengthened and managed effi¬ 
ciently so as to prevent them from sliding 
into loss-making category, and (c) branches 
making losses for reasons of location and 
low volume of business and other external 
factors (these afc invariably rural and semi- 
urban branches) will have to be accepted in 
larger national interests, as the price of social 
banking, until the environment for them 
improves. 

PtRfORMANCl CRlff-RlA 

The task of evaluation of performance of 
commercial banks is indeed complicated and 
bristles with difficulties, as brought out very 
well by the papers presented at the con¬ 
ference of bank economists. This is bound 
to be so when banks engaged in a number 
of diverse activities, have multiplicity of 
objectives and operate not on economic and 
financial considerations but on social con¬ 
siderations. lb add to these is the multiplicity 
of evaluations. For instance banks ate as.ses- 
sed by RBI (Action Plan, Financial Inspec¬ 
tion, Annual Financial Review), the govern¬ 
ment (parameters, ranking) by customers 
(banks’ services) and by banks themselves 
in the form of management audit. The net 
result is a confusing picture. While there is 
need for evaluation of performance of 
banks, duplication in terms of data called 
for, criteria employed and multiplicity of 
agencies dealing with this will have to be 
avoided. 

Besides, given the heterogeneity of banks 
(even within the public sector group) in terms 
of history, culture, size, location, volume of 
business and level of efficiency and producti¬ 
vity, it is futile to rank the banks according 
to their performance by applying uniform 
criteria. Such an exercise is not only not 
worthwhile but gives a misleading picture of 
the position of banks. Considering the 
various factors and difficulties it may be sug¬ 


gested that (a) performance should be 
evaluated at macro level and evaluation at 
the macro level should be in relation to the 
goals set by nationalisation, i e, contribution 
of banks to the social good by fulTilling their 
responsibilities under various programmes; 

(b) evaluation can be done once in three or 
four years based on the financial review tor 
which comprehensive data are collected; 

(c) evaluation of branch performance should 
be the responsibility of the banks concerned; 
and (d) inter-bank comparison in terms of 
performance should be an exercise under¬ 
taken by each bank as part of its self- 
as.scssment. The approach outlined here 
should prove more useful and less cumber¬ 
some and less confusing. 

Regional Rural Banks which are hybrid 
credit institutions combining the role of co¬ 
operatives with commercial banking func¬ 
tion, have been the most intensely debated 
subject in recent years. The RRBs, set up in 
mid-seventies, not only witnessed tremen¬ 
dous expansion but have made a significant 
contribution to the upliftment of the weaker 
sections of the rural society—the purpose for 
which they have been set up. However, over 
the years RRB.s developed a number of 
weaknesses and started facing problems; and 
in order to improve their working, the Kelkar 
Committee was appointed to make a com¬ 
prehensive study and to recommend 
measures. The recommendations of this 
committee foi med the basis for assessment 
ol the prospects for RRBs attempted by the 
papers presented at the conference. 

RRBs Bill 

Contrary to expectations, the RRBs Bill 
passed by parliament recently, though based 
on the Kelkar Committee's report, does not 
incorporate in the bill matjor recommenda¬ 
tions. It deals only with capital structure and 
related issues. From the point of view of 
profitability or viability of RRBs, it is 
necessary to recognise weaknesses and con¬ 
tradictions inherent in the structure of 
RRBs. For instance, though RRBs arc 
scheduled commercial banks, their area of 
operation is limited to one or two districts 
and this does not permit economies of scale 
nor docs it facilitate RRBs to break even. 
Similarly, the low cost concept is Incompati¬ 
ble with efficient performance (on the lines 
of commercial banks) consideritfg that there 
is no difference in the nature of work or 
workload of an RRB branch and commer¬ 
cial bank branch in the same area. Superim¬ 
posed on these contradictions is the social 
rote of RRBs. In the light of the foregoing, 
one cannot help agreeing with the observa¬ 
tions of the special invitee (for this session) 
that in the case of RRBs what is relevant is 
not profitability or viability but social 
benefits and that RRBs should be regarded 
as an instrument of primary income 
distribution. 

Hiniing to the money and capital markets, 
the conference has focused too much atten¬ 
tion on the Vaghui Working Group Report, 


perhaps because it was the most recent and 
well-organised presentation of the structure 
and problems of the money markets. The 
Working Group's recommendations, how¬ 
ever. suffered from a number of limitations 
as brought out earlier May 2,1987). 
The RBI has taken steps to implement some 
of the recommendations of the Vaghui 
Group, i e, setting up of the Discount and 
Finance House and announcement of incen¬ 
tives 10 develop a bills culture. It is too early 
to assess the extent to which these would 
facilitate the growth of the money market. 
One is not sure whether the bills culture will 
develop, judging by the res^nse from trade 
and industry to the various measures taken 
by RBI. New money market instruments 
other than the 182-day treasury bill are yet 
to be devised and introduced. The con¬ 
ference failed in one important respect 
relating to money market. It did not even 
touch upon the problem of the unorganised 
part of the money market much less could 
it think in terms of establishing links 
between the organised and unorganised parts 
of the money markets. 

lUrning to the changes in capital market 
and their implications for banking, the con¬ 
ference seems to have overemphasised the 
problem of disintermediation. Banks need 
not unduly worry about this problem for two 
reasons. The first is that the progressive 
reduction in corporate sector’s dependence 
on banks is a healthy trend and this is 
expected in terms of the Ihndon and Chore 
Committee norms for working capital 
finance. Second, resort to capital market is 
still an urban phenomenon. Meanwhile 
banks can mobilise funds by way of deposits 
from rural area.s on an increasing scale 
Banks could also play a role in developing 
rural money centres or rural capital markets 
—a point which the conference failed to 
consider. 
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Land Use Planning in Rural Bengal 
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Land lJtiliMati<»n and Population Distribution in ^est Bengal 1850-1983 
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DESPITE a heavier deployment of capital 
in agriculture these days, land continues to 
be the key input in agricultural production. 
l.and also accounts for ^0 to 80 per cent the 
value of rural assets. Apart from being a 
productive asset, land provides its owner 
with creditworthiness, risk-bearing capacity 
and social status, which in turn give him ac¬ 
cess to bank and local-level rural administra¬ 
tion and add to his capacity to survive 
calamities such as droughts and floods. 

As an input the supply of land is virtually 
invariant. Though the proportion of land 
under cultivation shows increase in recent 
yeais, at the cost of tallow land and forest 
land, the serious environmental conse- 
(|uenccs of this development have not yet 
been fully worked out. The scope for in¬ 
creasing crop intensity and yield by way ol 
a more intensive application per unit of land 
remains, and t hese are indeed some of the 
best indicators of the extent to which this 
very important input has been productively 
utilised. 

(Hvcii the part played by land in agricul¬ 
tural production and al.so the limited nature 
of Its supply, ilie issue of land use planning 
has become a major area of concern of rural 
planners. Such planning involves a long-term 
choice between alternative uses, alter taking 
full account of the soil, water, mineral and 
forest resources, as also the human resources 
which would work on land, on the one hand, 
and the demand for various uses of land, 
on the othei Prices and costs of various land 
products would also enter into the calcula¬ 
tions in ordei to assess their importance to 
the consumers, while the analysis, by its very 
nature, would have to be based, in the 
ultimate analysis, on the social benefits and 
costs over a fairly long time horizon. 

The book under review only partially 
meets this objective. While the subject re¬ 
quires an inter-disaplinary approach, making 
use of economic, technological and geogra¬ 
phical experti.se, the author has only provid¬ 
ed it a geographical coverage. As a conse¬ 
quence, the key issues have not been raised, 
not to speak of their having been properly 
examined. 

Chapter I provides a competent descrip¬ 
tion of the geography of the study area, that 
IS an interfluve between Bhagirathi and 
Jalangi, most of of which is located in the 
district of Murshidabad in West Bengal. 
Chapter 2 deals with land utilisation in this 
area. The main t*onclusion that emerges 
from this chapter is that over the past thirty 
years cropping pattern has changed in favour 
of jute and mesta, and wheat at the cost of 
aus paddy and pulses. The data given in this 


chapter al.so point to a decline in land under 
orchard, forest and fallow and those declared 
as 'culturabie waste’, and an increase in the 
area ‘not available for cultivation' due to 
growth in liumari settlements and the resul¬ 
tant construction of roads, bunds, etc 
Chapter 3 conducts a cropwise analysis of 
these changes. The growth in jute and mesta 
cultivation is attributed to the influx of 
refugee cultivaiors from the erstwhile ‘Fast 
Bengal’ who introduced these crops after the 
country's partition and the.loss of the jutc 
growing areas. Wheat was introduced as a 
part of the campaign for cultivating high 
yielding seed varieties from the mid-sixties. 
The relatively high coverage of au.s paddy 
III this area is explained by the fact that a 
large proportion of the area is prone to 
flooding during the aman (kharif) season, 
which is why the cultivators prefer a crop 
which can be cultivated under drier condi¬ 
tions. The chapter also includes sections on 
crop combinations and rotations, which 
show how the ranking of crops had under¬ 
gone changes over the past sixty years, with 
the help of survey data for various periods. 

Chapter 4 deals with the historical growth 
of tlie settlements in the study area, and in 
particular the influence of the partition and 
the movement of refugees across the inter¬ 
national border in both directions. Howevei, 
apart from the noted importance of refugee 
influx and its significance for the growth in 
jute cultivation, ttiis chapter is not well in¬ 
tegrated with the main issue regarding land 
utilisation. Chapter $ reports on a sample 
survey conducted by the author in 13 
mouzas, with lots ot lable.s, which hardly 
add anything to our knowledge. The same 
applies to the last chaptei, entitled 
'Discussion'. 

Nowhere has the issue of cropping pat¬ 
tern been linked with the costs of produc¬ 


tion of individual crops or various other 
constraints, such as the availability of water 
at a certain price. Nor has there been an 
analysis of the alternative choices, taking a 
wide range of benefits and costs associated 
with each use into account. Thus, we do not 
know from this study how far the shrinking. 
of ‘village coninioii’ and forests has adverse¬ 
ly affected animal husbandry: how the com¬ 
peting uses of water lot jute retting, irriga¬ 
tion and fishery have been reconciled and 
by whom; what role the government, the 
panchayals or market forces play in evolving 
a particular pattern of land use: or what the 
implications of the changing cropping 
pattern are for labour use. Nor is there an 
intensive examination of some of the new 
features, such as the massive growth in the 
use of shallow tubewells in this district ia 
recent years, and their implications lor land 
use. 

A major weakness of this book lies in the 
way the historical material has been handled. 
It purports to cover 135 years of history of 
land use in this particular area, but what it 
ifmounts to is that the narrative jumps from 
what happened in the 1850s, on the basis of 
a few selected studies (such as the study by 
Hunter) to more recent periods without a 
logical ordering of events or their implica¬ 
tions for the present day land use. A better 
alternative would have been to give a 
historical chapter at the very beginning 
which ended by drawing some broad con¬ 
clusions relevant for the remaining part of 
the book on current land u.se. A second 
major weaknes.s is that although Che book 
claims to be on West Bengal, in its title, it 
is devoted entirely to one smalt part of the 
state, and no attempt has been made to link 
the lessons learnt from the study area to the 
wider expeiience in the state as a whole. This 
has msulted in the generation of a great deal 
of unnecessary data relating to micro-units, 
whose significance to the rest of the state has 
remained unexplained. The author has also 
produced a long 18-pagc bibliography at the 
end. bill only a ftaciion of the titles listed 
have been cited in the text or have been used 
foi the purpose of literature survey in the 
book. 


Indian Association for the Study of Population 

CHANDRASEKARAN AWARD 

The Indian Assoc ation for the study of Population v'lll conduct an Essay Com¬ 
petition for Its Chandrasekaran Award and invites Fssays on "Family Planning 
and Women's Status in India ' from young scholars (not ovei 40 years) The 
essay should net exceed 5000 words, tyrted on quarto size paper in double 
space with enough margin on Doth sides All essays should be sent to Prof 
M.K Premi, General Siecretary, lASP C.^o Centre toi the Study of Regional 
Development, Jawaharlal Nehru University, New Delhi-110067 by 30-6-1989 

The best adjudged essays will be awardee) the first prize of Rs 1,500/-, se¬ 
cond of Rs 1,000/- and the third of Rs 750/- 

M.K. Premi 

General Secretary 
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Gui^i^ lit^i^£ 

CORPORATION LIMITED 

(A Oovemment of Oitiaiat Enterprise) 


Speech of Mr. Narendra (. Bhuva« Chairman, Gujarat Minerat Development Corporation (GMDC), 
at the 95th Annual General Mectins held at Ahmcdabad 



tadmt & CtcrnkmcR. 

Cupu’at Mtncnil Devttnpmeni Curpuration (OMDO* for 
the year endifU March 51, flitch happen* to be ihe 
tiiver jubilee vear of i he Cmporetiim, haa performed wrti 
and achieved the hlahrst ever turnover of Rs 41 77 crprea 
aiaiAM Rf 54.82 crorc* in ibe prrvtoua ynn, thus fetiRer^ 
uig an increaMf of 20 per cent 
In I4ft7*t8. the i;or)wnulan molded a profit of Ri. 11.75 
Cfurei. ihanki to ihe expanuon of the l^utandhro L^ite 
projaci. and after detiuciion of depredation, the nei pro* 
ftt wontIc* out to Rc, 12.75 iakhi 
The Board of Dimtors ha» recommended a dividend of 
20 per cent on equity ihaie capitat of Ri. 3.111 crorea which 
include )$ per cam interim dividend paid by the Cov- 
poreitoft. (iMDC'a contribution to the State Exchequer, 
duHni the year under leport, U R*. 3M laltha a* roj^ty 
and mineral rt|ht tax and Rj. 2SJ lahhi at aatee tax. 

I am pmticularly happy that the Cofpwatioa hue ectlcd 
ocw peaky In varmu* areai during Iti auHriciout diver 
jttbikr year, f will be faiiiqg In my duty if I do noi thank 
the Cujamt Chief Miniaier. Mr. Arntralnb Cheudhary and 
other Stair agencim for ihrtr benign guidance to make 
(3MDC what It M today I am grateful to Induetriai 
Dtutloptncnt Mnli of India and other finmndai inatttu 
Ilona for their ifmetyaiMeiauoe whenewer h i« needed. LaM, 
hut not the laaat. iha luceen of OMOC fi aUo due lodao* 
^km Mid dedication of in empfoyrcii 
RpOWOWC Rivmu. ROUND THI CORNW 
Dt'ilit waRi of bountiful manaoon. after Ihrae lucccudve, 
Rfoughii. there arc antral indicator i which ttrongiy point 
out that the Indian cGonomy ii liowly hut luitly getting 
MKHifer and itroRger The caicading effwi of bountiful 
lahmli vttibie era iy w h e w. A bumper food oop mimat ad 
at 170 mUUon tomm. hai eiwd preMurc (m pricn. The 
^laAiiion. which raichad doubfo^gli at IGO per cam httt 
Viif» M otpeewd to decUne to a manageabie level of 5.4 
pet cent to a per cent In 1M9 
Whh iiket and reaervoin ovetflowtng, factonee and 
gUniA fad by hydet power, are again humming wub ac¬ 
tivity Ttw indttitrlal growth rate which was only 7.7 per 
«em m 19MII expected to climb to l2 per cent In tRIf. 
Ihmifr gentfitiofi has incieayed from 90.720 mUlion kwh 
in April'Scpuvnbcr 1986 to 105.071 miltton kwh in Ap^- 
Sepiembet 1998. The fact that the nllway« have carried 
9.7 per eem mom fttighi m the first quarter of the year, 
and Ibe nm m Mkrt of both heavy and light cmnmeictal 
vehicles prove that more goods are bfiog produced and 
there M lower idle capacity in the industrial tecior 
Signs ol boom ate visible in cither great a» well. .Saleable 
steel produilioii hat «ho( up by 14.5 pM cem between Aprd 
and July this year compared to the same period durUig 


the last year Cemeni output rose by over 17 per cent in 
May and June compared to 1997, 

should congratulate our dynamic Rrime Minister. Mr. 
Rajiv Oandhi. for puiSuing a llberalimrkm policy hi all 
sphere* of economic activity which, has put a hall to 
monopoly position enjoyed by a leleci few mamifhciurarL 
Thanks to (hU imaginative poBoy, a heaiihy competition 
hai enwigcd panicutarly in automobile and consumer 
durables field. This hti not only helped to ctmiain prices 
but also created a buyers' market beiwntmg common man 
and consumer at Urge. 

The upswing in economy la fully reflected on stock ex¬ 
changes. BuHIdh trend is having its away. The Bombay 
Slock Exchange indei (BSE) has gained an astoniahing 
2ftS points taeiwaep March and Octebcr-oid. when k to pp ed 
675. The indm is oqiecied to ccoss 900 by March and the 
new ruMitdal year may see it even crossing the 1000 mark. 

However, the wily irritant is baianoe ^ pmpments. Exports 
are not dimbmg as they should be. Eoraign exchange 
reserves have declinad frofli Ri.7^S crores In March 1987 
to Rs. 6,352 cforei in October 1998. 

Dciptie uncomfortable foreijpi exchange siiuatkm, scope 
exisu to bolster export. India has proved time and again 
that k it in a unique potIUon to absorb the Utest 
lachnoloty awtng to abundance of teclutlcal manpower 
available in the country. Ready-made garments, inns and 
jewellery, i^ht enfineering goods, chemicals and alhed 
products, computer software ai« the areas in which the 
country can excel as far ai nqiorts aie concerned. 

OMDC. on its part, is doing »* beet to contiibuic lo ooun- 
try's export earnings. The Corporation's bauxite has a 
good demand In overseas markau and b is in touch with 
the Union Oovonnicnt for permiaiion to export bauxite 
diracUy and on better terms than those ofhrad by MMTC. 

uoHin PROio; panandhro 

Coming back to OMDC. perfonnanec of thU Ngntie mine 
project continued u> be satisfactory. Production was 8 70 
lakh tonnes of lignite in the yeaf under levlcw compared 
to 8 JS lakh tuanei last year. It re co rde d a turnover of 
over Rs. 2,326 takhs wtUch is II per ocni higher compared 
to Ri. 2,092 lakhs last year. The Implemciitauon of ex¬ 
pansion scheme pfo gr ess e d saililaetCMrily as per aebeduk. 
The suith and last shipment of importad cquipaMRt fton 
East Germany was received during the year. The erection 
of the fine lechnolotical line was coi ai i l mid and conveyor 
syiiem was laid. A major mitciione was attained when 
the emire system coadating of bucket wheel eanavalors, 
mobile tnmfer conveyor, transfer feeder, oo m nyo r system 
and spreader was commiisioned in Pibntary 1911. The 
rated capacity of the equipmou was siioeesiftdiy adikv' 
«d dunng trial produetkm. Meanwhile, the areecion and 
tasimg of the eqiilpnieitt of the Seemad IbchnoiOBfeal 
(Ugniic Une)intheef«etloayaidaia«ilailfe4figofcoQ- 
veyors on the ramp created for Che purpoet was comimied. 
The tritii for this fine are now awaitlttg the ratoaae of the 
required power by Gujarat Electrietty Board. 

Since Hgnite output wU increase from non year, the Cor¬ 
poration it eaptoring various ways to prottoie offtake of 
lignite. Per soo m l for ligiihc miidiig haws been nained at 
Ncyveli Ugnite Mints and theCerpontlon does not feel 
any mao p ow a i coasttaini for this job. Efforts are abo 
afoot to transport Ugnite by saa loufe through Komhwar 
port and to cater to the needs of indusirtci located on 
coastal Saurasiitra. 

LtOKin PRonci moacha 

The project produced. 2,46427 tonnes of Ugniie as againsi 

244,938 tonnes in the previous year, an ineranse of more 

then 10 per cent. The leies turnover in the yev under 

revlrw was Rs. I0d8 erom as egeinsi Rs. 8.'^ crores m 

the previous year. 

nifORWAR 9ROMCX KADI9ANI 

This project, too. fmed better oompeied to leit year wkli 

concentrates proditctfon of 15.121 tonnes against 11,927 

tonnes In the previous yenr, Indleatkig m Increeie of 9.5 


per cent. With the Govcrniiient heeding to the request oi 
the Corporation to ban the import of fluorspar and ia- 
stead unpon conoentrates, the Corporation eould market 
16,^7 tonnes of fluorspar during thg year under review 
against 11,060 toonei la the previous year thus showing 
an increase of more than 37 per cent. 

*&> meet foe incrmsing dsraaMl for fluoi^oi; the Corpora¬ 
tion has {Mepared plant for expansion of the present 
capaciiy. As reported earher, fndustriii Dewefopment Bank 
ik* India and other ftnandal inscimtiom have alreedy sanc¬ 
tioned a term loan of Rs. 16 crores to finance the (to- 
posed expansion. 

MULTMiTAL PROIKT 

Development 'wmk on this project was continuing. 
However, due to typical nature of the ore, foe oonoaurates 
lo be produced are not suitable fre cmmer/lekd imehcr 
operating in the country. However, Hindustan Zinc Ud.. 
a Oovernmem of India undertaking, is understood to be 
proposing to set up a imdier based on imperial smelting 
process (IBP) lechnotogy based on Rampur Agucha mines. 
The smeher concentratet from CMOC would also be 
ultimately linked to the same. 

BAUXrrt MOIKT, NARtDl * BHATlA 
Moderate mining operation of bauxite was continuing at 
Mevasa (District famnagar) and Naredi (District 
Kuchchh). Production was of 41.37? lonnei during the 
year under review. The Corporation is now In touch with 
the Union Government for permission lo export bauxite 
so as to realise pragmatic prices to ower cost of produc¬ 
tion, as the domestic OffUke has been sluggish. 

AfrORiSIAnON 

Tb promote ecolmty and environmental balance In the 
mine area, GMEXT has undertaken massive afforeiiatkMi 
drive and has ikanted thouiaiKli of upbngs on the 
leasehold land areas of mine area at Kadipani, Rajpaidi. 
Panandhro and Ambaji. 

Besides the above, the Corporation has been running a 
hospital for its workmen as well as tribal people of sur¬ 
rounding viilagct. It is also operating a welfare centre for 
tribal people raskUng in the vUlagei near (he fluorspar 
project. The Corporatkm's bMrd has also approved con- 
ttruciion of an adivui boys’ hottel at R^pani. 

Since foe yiar under review was one of unpreoedented 
drought, the Cmporation contributed Rt. 5 lakhs to ihe^ 
Narayan Sanwar Thut managed by the State Oovemment 
for running a cattle camp at Miuj and contributed Rs. 10 
lakhs toihe CMef Minister’s Relief Fund. 

HUMAN RUOURCIt DIVtijOfiMiNT 

We lecogDiae thm ultunmely it is the quality of men that 
deiennioM the lueoess or felhire of in orginitetion. kbur 
Company bes tefcn various steps in (be (Hreetion of train- 
Ing and grooming lucctiifti] employast. A Hicatkmal 
IVaining Cemie at Ambadungar mine has batB set up and 
I am pleased to tnfom tbet its aciivkiei have commeac- 
ad. 56k also eenitnicied a Secondary School to foifU a 
long fell need. 

OUR ■MV WONM fo ft 

5hk have taken a number of steps to protect foe environ- 
mett around ue. undertook an active afforeiiaUan pro¬ 
gramme for preaerving the ecotogy of the mine areas. We 
have planted fo oue an da of sapliap on foe feaashoM land 
areas of ndMi on a war footing at Kadfoani. Rajpaidi. 
ftnandfaro and Ambah projects. 

AmUOAIION 

Fhwlfe, 1 wouM Hkt m thank foe OowrAneiii faofo at foe 
Centra and in Oujant for supporting us at aU timet. I 
would alio like to thank Shrl Otewdhuty IAS, our 
Eib-Maiiagliii Dtrecioi; for the vakiakla service he readend 
for over 3 years. 

Thank you Wi TOi Wlra I. Bfopm 

ChMnMR 


Note: TMt dors noi parporr to boo rorerd qf Mt pncoodingt qf (he Arnimt Oenend M ot tin g qf for Oompfefo 
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SPEDAL ARTICLES 

Main Elements in Shaping Future Technology 

Policies for India 

Surpndra J Patel 

This article attempts to trace the evolution of major technology parameters since the First Five-Year Plan. It 
draws lessons from the past experience, with special attention to nuclear energy, defence and spacg where 
considenUjle success has been achieved and the industrial sector where the record of failure is all too obvious. 
It concludes by focusing upon the main directions of future policies. 


SINCE the beginning of the 1980s, India’s 
technology policies have begun to be re¬ 
shaped step by step. This has been done in 
an ad hoc fashion. No serious attempt has 
been made to examine carefully the strengths 
which have been built up in the past and the 
weaknesses which have to be overcome. 
Instead, the goveriunent has simply centred 
its attack on the regulatory framework which 
had become too cumbersome. It has been 
guided by the simplistic belief that private 
enterprises, propelled by the profit motive 
and market forces, will help accelerate 
India’s technological sector. But such a crude 
simplistic belief ignores the realities of the 
Indian technological scene. 

This article attempts to trace in a sum¬ 
mary fashion the past evolution of major 
technology parameters. It then draws lessons 
from the past experience, drawing pointed 
atterflion to the areas (nuclear energy, 
defence and space) in which considerable 
succes.s has been achieved and those (indus¬ 
trial sector) where the record of failure is all 
too obvious. It then concludes by focusing 
upon the mam directions of future policies. 

I 

Development of Major Technology 
Parameters 

India’s plan objectives, the plan model, 
the plan strategy, plan instrumentalities, wm 
all shaped early in the 195Qs. 1 hey included 
accelerating planned economic growth 
through industrialisation, with stress on 
heavy and basic new industries to be located 
mainly in the public sector. Right from the 
beginning, th^ also included reducing in¬ 
equalities in the distribution of incomes, 
wealth and economic power, and meeting the 
minimum or the basic needs of the popula¬ 
tion. A combination of economic growth 
with equity and social justice constituted the 
Indian strategy for attaining the transition 
from the social power structure current at 
the time of independence towards a socialist 
pattern of society. But the operational 
instrumentalities used in the development 
process were not shaped with any degree of 
internal consistency between the economic 
and the social cAjectives. 

Science was treated as the master key for 
achieving this transition. Early on, it was 


taken as the magic wand of Cinderella’s tairy 
Cod-mother. It was never quite clear how 
the fairy God-mother (Big Science) was to 
be called to come on the stage. Nor was it 
clear, if she finally did arriye on the stage, 
how was she going to succeed in using her 
magic wand to achieve India’s development 
objectives. 

The resources devoted to scientific pur¬ 
suits were considerable, particularly for a 
country as poor as India. But the emphasis 
on technological development was notice¬ 
ably absent. Sometimes form dictated 
references to it. But they were perfunctory, 
except in cases where integrated programmes 
(atomic energy, defence research and space) 
delated a combination of both scientific and 
technological pursuits. 

Since 1950, the institutional structures for 
pursuing scientific objectives expanded enor¬ 
mously. India now has over UOO research 
institutions, including more than 200 specia¬ 
lised laboratories. The number of in-house 
R and 0 units, both in the public and the 
private sectors, exceeds 900, and that of con¬ 
sultancy firms ISO. There is hardly ai^ other 
developing country, and only a few devdo- 
ped countries, which can rival India in the 
size and the spread of their scientific institu¬ 
tional set-up. 

The supply of technology-embodying 
inputs—capital goods and skills—has 
increased considerably since the First-Five 
Year Plan. Gross capital formation and 
machinery and equipment supplies rose six¬ 
fold between 1950 and 1985. But the 
domestic output of machinery and equip¬ 
ment multiplied 18 times. Its annual growth 
rate was nearly 9 per cent, with total output 
doubling every 8 years, and expanding eight¬ 
fold every 25 years. In contrast, the imports 
of machinery and equipment increased a 
bare three-fold. In consequence^ the share 
of domestic output in such supplies rose 
from 46 per cent to as high as 80 per cent 
from 1970 onwards. Import dependence in 
this key area was rapidly and drastically 
reduced 

Education simply exploded. Illiteracy fell, 
though less rapidly than in other countries. 
Primary education became nearly universal, 
though drop-out rates and simple non- 
attendance were very high. Second!^ educa¬ 
tion registered big advances. A most spec¬ 


tacular change was to be in enrolment in 
universities and institutes of higher learning. 
It rose from around 1,50,000 in 1948 to 
nearly 50,00,000 by 1985. Only the United 
States and the Soviet Union were ahead of 
India in terms of sheer numbers. 

India in the process became a skilled 
country. The stock of science and technology 
personnel, even when nanowly defined, 
crossed the 2.7 million mark in 1985. Over 
one-half million migrated to other coun¬ 
tries., reflecting the process of reverse 
transfer of technology or the brain drain. 
Despite that, the net additions to the stock 
increased sharply. 

The real volume of resources devoted to 
R and D multiplied fifty-fold rising at an. 
annual growth rate of some 12 per cent. 
They amounted to a mere 0.05 per cent in 
1950. The share was raised to 1.00 per cent 
by 1985. Only South Korea, among the tltiid 
world countries, exceeds this level. The share 
is not particularly below that in several 
developed countries (for example, Caniglat 
Austria, Italy and Australia). 

Direct foreign investment was regulated 
from the very beginning. Its share in total 
capital stock shrank to marginal piop<»w 
tions. Access to foreign technology was, 
however, obtained by the private seetth' 
mainly through foreign technical collabora¬ 
tion agreements. Their numbers expanded 
up to 1964, fell drastically between IM5 and 
1979, and rose again since 1980, rather rapid¬ 
ly in 1985. The ups and downs reflected the 
changes in government policy on the subject 

The role of foreign collaborations in 
Indian industry has remained very impor¬ 
tant, both in the private as well as the public 
sectors. More than 75 per cent of electronic 
items, 70 per cent of agricultural machinery, 
65 per cent of transport machinwy and 35 
per cent of all drugs and pharmaceuticals 
made in the country are pr^ucts of foreign 
collaboration. Moreover, about 80 per cent 
of the foreign collaborations have been 
renewed between two to five times, and 20 
per cent six times or more. Quite clearly, 
technological self-reliance in the strategk 
industrial sector did not register any notable 
success. 

Vtt can see thus that the main actors on 
the science and technology stage in India 
have changed drastically since 1950. India 
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«r the tale I9l0i li«» become vudy cHfilnent 
from the crippled country it wu in i9S0. It 
has now a solid ground work for scientific 
and technological advance. The infra¬ 
structure could he any country's envy. And 
technology embodying inputs (capital goods 
and skilM personnel) have expanded at 
spectacular rates of 9 per cent per year- 
doubling every 8 years, and rising eight-fold 
every 25 years. Hie structures of output and 
skills hat become sophisticated. There 
indeed exists significant excess capacity in 
tile supply of skilled manpower, so far only 
poorly harnessed to the task of accelerated 
technological transformation. 

I>esfrite all these notable achievements, the 
rate of economic growth has remained rather 
modest—about 3 6 per cent per year. It is 
indeed lower than the world average, and 
significantly lower than in several fast- 
growing third world countnes. In con¬ 
sequence, India’s share in the world economy 
has declined by one-third in world GDP, 
one-half in industry and by four-fifths in 
fordgn trade. India’s share in the world 
economy has regressed—not progressed as 
our political leaders too often proclaim. 

The record of success and failure, of 
strengths and weaknesses is uneven. In some 
sectors, India has done exceedingly well— 
for instance, in frontier technologies of the 
post-war period, such a.s nuclear energy, 
space and defence research. At the other end 
of the spectrum, the pertormance is dismal 
In the industrial Add, the centre-piece in all 
the seven development plans of the country. 
In this strategic area, there are yet miles to 
go, even in traditional technologies of the 
pr^teat Depression (1929) vintage. Both 
the public as well as the private industrial 
lectors have continued to remain critically 
dependent on extenud sources of supply. 

This is the paradox which has dominated 
India's post-war economic, scientific and 
technological devdopment effort. A fuller 
etplanaiion of this paradox remains to be 
sftlsfactorily worked out. In the meantime, 
an attempt is made in the following section 
to point to the basic structural weaknesses 
in approach which have been responsible for 
this paradox. Any new policies will have to 
aim at overcoming the weaknesses if they are 
to succeed in marshalling the technological 
strengths built up in the past to the task of 
acederating the technological transforma¬ 
tion of India, particularly in the industrial 
sector. 

11 

Leaaons of the Contraatiiig 
Experience 

As 1 have underlined throughout the 
preceding discussion, the technological 
,aiperienGe of India is full of contrasts— 
successes in several individual sectors, such 
as nuclear energy, defence and space and 
serious failures in the industrial sector. The 
19B0s have been marked by a wide recogni¬ 
tion of the failure in the industrial front. 
Attempt have been made to identify the 


cauMi A search for new poliddt has been 
launched. 

The search has been ad hoc in nature, 
hasty in judgment Recall, for insunce, the 
reported official remarks condemning the 
past policies of import substitution as 
wholly wrong, or dismissing the Indian plan¬ 
ners as well as the scientific and the techno¬ 
logical commumty as no good (or something 
even worse). No wonder then that such 
remarks called for a dismantling of the entite 
regulatory framework. They called for 
replacing the planning framework by 
recourse to market forces as the engine of 
India’s future development They called for 
cutting down the public sector and (facing 
the responsibility for future advance in the 
hands of the private sector. The called for 
not only the baby with the bath-water, but 
also the bath-tub. But compulsions of 
national reahty, are never as simple as official 
remarks. 

The recent policy approaches have been 
marked by major reversals of past policies. 
If ue, India of 1980s is vwtiy different from 
that of 1950$. There u inde^ a need for re- 
thmkiiig, for reshaping of past approaches— 
as has been happening ail over the world. 
In this process, simple homilies have re¬ 
placed a careful study of the strengths which 
have been built-up and the weaknesses which 
have to be overcome. These strengths 
and weaknesses, however, need a careful 
amdysis-not just by hastily convened 
official committees. 

This short paper cannot aim at carrying 
out such a basic analysis. But we may 
identify here some of the principai inter¬ 
related tacton which hwe been responsible 
for the structural,weaknesses in acquiring 
an adequate mastery of industrial tecimolo- 
gies. It is hoped that this may contribute 
towards a more substantive discussion of the 
issues in ftiture; Five such factors may be 
identifled here. 

The flrst factor that strikes us from the 
past experience is the absence of an integra¬ 
tion brtween development planning and 
technology planning. All the examples of 
success in mastering advanced technologies— 
nuclear energy, defence and space—were 
outside the plim framework. Within the 
successive development plans, targets were 
set for economic parameters. These were 
concrete for the public sector and indicative 
for the private sector. 

Even where the economic taigets were set, 
there was an absence of concentration m the 
successive plans on clearly identified 
priorities in specific sub-sectors—for 
instance, older industries such as textiles, 
cement, etc, basic materials, engineering, 
heavy chemicals, electronics and so on. 
Everything was important, and it was 
therefore kept in the picture. But no par¬ 
ticular sub-sector was singled out fm priority 
concentration at a given point of time so that 
the country could move from mastering of 
technology in one group to that in the next 
in each successive pluiM 

For the techntric^ parameters no such 


tutteu wen «et at all, there wae thus no 
integrated approach to both the supply and 
the demand side of technolt^y. But there 
were plenty of official statements on 
technological self-reliance—as if statements 
could serve as substitutes for vigorous pur¬ 
suit of ta^ets set. A second factor con¬ 
cerns the relationship between science and 
technology. The science and technology 
plans, usually tucked away in the second 
volume of the plan document, mainly con¬ 
tained a rationale for allocation of bud¬ 
getary resources to the rapidly expanding 
institutional framework on science and 
technology. 

The science and technology plans were not 
blue-prints for the deployment of current 
and future resources, aeaiied to supply the 
technological inputs for attaining the in- 
dustnal taigets in both the public and private 
sectors of the development plans. Neither 
was the demand for technology identified, 
nor were the sources of its future supply. 

It should not come as a surprise to 
anybody then if the sprawling science and 
technology »tablishment centred its atten¬ 
tion on, so to say, ‘basic research’ and pro¬ 
duction of papers on it. The science and 
technology plans had never drawn arqr 
serious distinction, in Concept as well as in 
operation, between the science and techno¬ 
logy ^streams. India’s scarce R and D 
resources, particularly in the early phase, 
were thereto devoured in simply expanding 
the institutional structures and in pursuing 
big science; with little to show as results. The 
S and T plans had set no technology targets, 
and there was no demand pressure to achieve 
them. The expanding S ai^ T establishment 
had thus no precise goals, and tasks to 
achieve: 

Nuclear energy, defence and space stand 
out in sharp contrast. Striking progress was 
made in these areas where objectives were 
clearly defined, scientific approach and 
technological operations were housed 
together into one organisation, ample 
resources were made available, and energetic 
leadership endowed with both vision and 
pragmatism pursued the well-defined cdijec- 
tives with single-minded concentration. The 
experience of the department of atomic 
energy, the defence research and develop¬ 
ment organisation and later of the depart¬ 
ment of space serves as examples of success¬ 
ful concentration on setting goals aiul targets 
and on designing operations to attain them. 
In all these, India achieved striking success, 
furnishing models for others to follow. 

Moreover, there was also the question of 
the distribution of resources. Nuclear eneigy, 
defence and space continued to command 
one-half or more of the scarce R and O 
resources of the country. The allocation of 
R and D resources for the three of them 
together, for insunce, were one-half of the 
total in 1958 and 1980, and as high as nearly 
SS per cent in 1970 and 1984. Apart from 
the large financial resources, these three 
.areas attracted the best talents. 

In sharp contrast, the combined budgets 


464 


Bconoatae and PoiltM WMkiy Maieh4,|m9 




of CSlItimd DST uiMtl, varyinf liNX> 
ween 24 to 28 per cent of the toud over the 
post-19S0 period. There was {hdeed a slight 
fall in their share in central resources from 
28 per cent in 1938 to 24 per cent in 1984, 
as private R and D {ncked up in response 
to several incentives. India was thus devoting 
no more than 0.16 per cent of its GNP to 
‘industrial research’, if the operations of the 
official establishment could be hallowed 
with such a worthy title. 

Those who envy other countries’ (eg, 
Korea, Japan) technological achievements in 
the industrial area simply do not take into 
account this particular pattern of R and D 
resource distribution in India. When this 
pattern is superimposed on the target-less, 
goal-less activities of the establishment, the 
poor outcome should not come as a surprise 
to anybody. 

A fourth inter-related factor arose from 
the nature of technological demand in both 
the public and the private sectors. The public 
sector projects, mostly externally financed 
through a special form of ‘tied-aid* were 
built on a turnkey basis. They involved con¬ 
siderable intensive training of national man¬ 
power, which was later called upon to take 
up managerial and technical responsibilities 
for operation of the plants. But national 
participation in preparing the blue-prints 
and their execution was marginal. Building 
lu) technological capacity, in contrast to pro¬ 
duction capacity in the public sector, was 
thus crippled from its very beginning. 

In some areas, particularly steel, machine 
tools, engineering and chemicals, the new 
enterprises did build up research units which 
could absorb the Imported technologies and 
use them, in an appropriately modified 
form, for future expansion. But even there, 
tied-aid for turnkey plants was allowed simp¬ 
ly to strangle the participation of such units 
in plans for improvement or furthet expan¬ 
sion. These incipient R and O organisations 
were thus left with few concrete tasks to per¬ 
form, except simply to go on building up 
capacity for some uiiderined future possibili¬ 
ty.. Many of them in consequence were 
dismantled, as the public sector’s profitabili¬ 
ty declined .during the seventies and (he 
eighties. The research personnel was scat¬ 
tered. The needed team-work became im¬ 
possible. In the absence of substantive tasks 
to perform, the units simply withered aikray. 
Only the shadows remained. The pages of 
the Economic and Political Weekiy have car¬ 
ried many terrible stories of such pathetic 
outcomes. 

The useful role which external aid might 
have played in expanding the public sector 
was thus limited to increasing the physical 
output. But it did not extend to stren^en- 
ing technological capacity for further 
development. This particular weakness of 
the role of the public sector has rarely been 
subjected to analysis in technology studies 
which have concentrated too much on the 
regulatory regime for tbeprivate sector, and 
the conflict between the private and social 
interests. The failure of tte public sector to 


master technology in the very enterprises it 
built up has thereby escaped scrutiny. But 
that strategic failure has cast long shadows 
on the Indian technology scene. It demon- 
stiat^i the damage that tied-aid for turnkey 
projects can do. The lost opportunities were 
simply enormous. Several of my close col¬ 
leagues in the public sector may be outraged 
by this assertion. But 1 think the record 
stands out. 

The private sector relied wholly on ex¬ 
ternal technology for its development. It 
never made any statements on technological 
self-reliance. The prevalent ethos was to 
prefer anything foreign to lutive. It had rare¬ 
ly paid serious attention except perhaps very 
recently to build up R and O units within 
enterprises. The required technologies were 
all along imported through various channels, 
such as foreign investment, licensing agree¬ 
ments, and capital goods imports. Since 
foreign etchange pressures had always been 
severe, the collaboration agreements were 
subject to close scrutiny by the goverjiment. 

The regulatory regime, already introduced 
under the British rule, expanded widely since 
independence. The nature, the degree, the 
main lines, the structure, the terms and con¬ 
ditions, etc, of foreign collaboration were 
mainly determined through public regula¬ 
tory guidelines, and industrial licensing pro¬ 
cedures. The regulatory regime, its bureau¬ 
cratic operations, its inefficiency, its cor¬ 
ruption have biren the centre of much 
criticism in the recent period. 

There is considerable merit in some of 
these criticisms. But it is only a part and not 
even the central part, of the set of causes 
which have been responsible of our weak¬ 
nesses in technological advance on the in¬ 
dustrial front. The belief of some of the 
critics that once the regulatory system is 
done away with, the private sector and the 
market forces will bring about India's 
technological transformation is far removed 
from the realities of the situation in develop¬ 
ing countries, including India. Our future 
policies will have to continue regulating 
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various aspects of development though in a 
more refined, sophisticated and effldent 
manner. These critics are like the man in one 
of Tolstoy’s stories, who having lost a coin 
was searching for it not where he had lost 
it, but where there was more light, making 
the search more convenient, but certmniy not 
more fiuitfui. 

But this is not our main concern here. Ws 
simply wanted to underline that neither the 
public sector nor the private sector, separate¬ 
ly or together, did much to build up indepen¬ 
dent, self-reliant technological capacity to 
cope with the requirements of accelerated 
development. A bit here and a bit there^ yes. ' 
But no sustained concerted drive to pursue 
rigorously import substitution of technology ^ 
itself. Several factors combined to brilfg this 
about—for instance, tied-aid for turnkey 
projects, balance of payments strains, highly 
protected domestic markets, the regulatory 
regime, the expansion of the back or the 
parallel economy to unprecedented leuels 
(higher than the enti^re formal modem 
sector), lack of real cori^tration on the k^ < 
importance of technological mastery. 

A fifth key factor was the absence of asxy 
pressure of effective demand for national 
technologies. It may be illustrated by 
examining in some detail the contrasting J 
experiences of industry and agriculture. 

Both these were central to the mainstream 
of India’s development. Both of them had 
received much verbal attention. Both of 
them had inherited research establishments 
built under the British rule: the Indian 
Council of Agricultural Research (ICAR: 
1929) and the Council of Scientific and 
Industrial Research (CSIR: 1942). Both these 
structures were built well before India’i 
planned development took shape. Both of 
them slumbered on for long in thar isola¬ 
tion, carrying on all kinds of what was called 
‘research’ for the pursuit of light. But th^ hi 
produced little, if any, fruit in the form of f | 
concrete results. They simply did not emt- 
centiate on any concrete objeaives. Tbdr 
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sttKtents of Gurdev Oronacharyain 
liMubhamta, they saw everything. But they 
'■m not concentrate on the central objective, 
a» Arjuna did on the bird. 

The severe strains on the food front in 
India during the mid-sixties and the deter¬ 
mined drive to face them were to rescue one 
of them from its ivory tower isolation. 
' India-s dependence on imported food had 
assumed critical proportion by mid-sixties. 
Heavens were not helpful either. Bad weather 
brought about a succession of poor crops. 
IWo costly wars, a severe foreign exchange 
crisis, a sharp devaluation taken a.s a 
.dishonour to national pride—-all these corn- 
toed during the mid-sixties to direct con¬ 
centrated national efforts towards achieving 
tottegic self-reliance in food supplies. There 
tivas energetic leadership in pursuit of food 
supplies, a priority area. ICAR was shaken 
up from its long slumber. It too was made 
to become a part of a determined drive. The 
result? India became the pioneer of the 
Green Revolution. Agricultural techno¬ 
logical capacity was rapidly built up, its 
achievements widely distributed in well- 
a^orked packages through a far-flung 
extension services. The Messrs 
•Can-nots’ were .silenced. The Messrs ‘Cans’ 
had taken over. 

Not much metamorphosis overtook 
ICAR's younger sister organisation, the 
C^R. After all, industrial development was 
hallowed by being placed in the very hall of 
Suite as a central objective of India's planned 
development. And heavy and basic industry 
was singled out as the locomotive for the 
The |iowerful public sector was 
placed in the driver's seat with indisputable 
authority. Ib cap it all, the president of the 
CSIR was always the prime minister of 
(ndia, who was also at the same time the 
ehairman of the Planning Commission, 
everything would seem to suggest that the 
GSIR would have served as the active agency 
acething with restless ferment, leading the 
proccH of building India’s technological 
Capacity in the vital Held of industry. That, 
however, did not happen. 

Lack of resources can hardly be blamed 
4ot the outcome, though there were always 
demands for mote. Nor can the imporunce 
Ot questioning the past working of the 
CSIR. As pointed out earlier, there were so 
many enquiries on the CSIR, on its failure 
\io rise up in response to national need. The 
moat recent one was in 1986. 

Perhaps one cause—lack of effective 
demand for technology—may have cast a 
tong shadow. There was nobc^y waiting in 
'iblipatient and angry queues for the output 
of the CSIR. The review committees each 
‘ki turn kept on cajoling, exhorting. But there 
to plainly no real demand for the techno- 
itogical output of the CSIR and its current 
towork of 39 national laboratories; two co- 
.Opanttl'v research associations, and more 
too extension field centres, 
rl The Marne for the lack of effective techno- 
laical demand, for the lack of active 
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in supplying technologies needed for the 
industrialisation of India cannot be laid at 
the door of the CSIR itself, if the blame 
must be borne, it would have to call in ques¬ 
tion more powerful authorities—the Plan¬ 
ning Commission, and the prime minister 
himself who always presided over both the 
commission and the CSIR. It would have to 
fall also on the ministry-of industry. 

It was the very system of technology 
demand in India which was responsible for 
this unhappy outcome There were two 
sources for such demand; the public sector 
and the private sector. As pointed out above, 
the public sector obtained, its technology on 
a turnkey basis from foreign suppliers, who 
wrapped technology supplies in a tight 
package of tied credits. And the private 
sector had plainly not paid any attention to 
developing R and D capacity. It always relied 
on the external technology suppliers through 
all sorts of external collaboration—direct 
foreign investment, joint ventures, licensing 
agreements. Thus the CSIR could adorn the 
national stage, but it had no audience in the 
theatre to attend to its performance. 

Ill 

Main Directions of Future Policies 

The search for future policies to 
strengthen India’s technological capacity in 
key industrial areas cannot thus begin by 
knocking at the CSlR’s door, as the latest 
Review Committee has recently done (1986). 

The new policies will have to address 
• themselves to correcting the five weaknesses, 
described in a summary fashion above, Their 
main elements may be summarised here. 
(1) They will have to integrate technological 
parameters into the framework of develop¬ 
ment planning, and set clear time-bond 
priorities for the future. (2) The differences 
between science and technology will need to 
be recognised so that appropriate policies for 
each of them are be devised. (3) Once the 
targets and priorities are set. progress will 
still be conditioned by the degree of concen¬ 
tration of resources upon attaining them. 
(4) The final proof •of such concentration 
would be the modifications brought about 
in the volume and the pattern of resources, 
both financial and human, devoted to them. 
(3) An adequate resource redlocation by 
itself would only lead to a misuse of 
resources unless it was at the same time 
accompanied by matching the future techno¬ 
logical demand with sources through which 
it could be supplied. 

A summary listing above of the steps 
needed to ensure success for the new policies 
shows that ad hoc jumps are no sulMtitutes 
of a well-reasoned, consistent and integrated 
policy for the future. Tlwre is need for a lot 
of home-work. There are several ways of 
doing this. One efficient line of approach 
would be the etoblishment of a special 
national committee, or perhaps even a 
national commission on technology poUcy. 
After all, an adequate technology poUcy is 
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ment in India. Ibchnology 
critical to be left to technocrats alone The 
commission could examine very caiefuiiy, in 
an independent manner, all the inter-related. 
issues and recommend policies best suited 
to India’s conditions. Its recommendations 
on a comprehensive policy would command 
national consensus. 

This is particularly necessary since the 
arrival of new technologies has opened up 
a golden window of unparalleled opportuni¬ 
ties for developing countries, particularly 
India. We must quickly take advantage of 
these opportunities before the developed 
countries succeed in closing the window 
tight, as they are bent upon doing Uruguay 
round in GATT. 

If the steps described above are taken, we 
could begin to exploit to the full the 
technological potential which has been built 
up in the past, but which has remained 
underuiilis^ up to now. We could then 
rapidly accelerate our growth rate to even 
7 to 10 per cent per year. We have now at 
home all the major equivalents of the 
Japanese scene in the early t9S0s. The 
parallels need not be pushed too far, for no 
two countries are really similar, particular¬ 
ly in the national ethos (hat propels them 
to action. But the broad similarities in 
measurable indicators is beyond dispute. 

If the built-up strengths could be marshal¬ 
led and the weaknesses overcome, India has 
the potential of moving as a minimum along 
the growth path shown for economy B in the 
accompanying chart. The growth pattern 
plotted therein, is slow in the beginning. The 
pace quickens later on. 

In order to underline the contrast with 
some other developing economies, we have 
also shown in the chart the past and the pro¬ 
bable future growth path for economy A (or 
a gtoup of countries). The central feature 
of this growth pattern was: a rapid growth 
rate in the beginning, which was promoted 
by drawing upon external technologies and 
expanding external demand, but which fell 
as the constraints of external dependence 
began to assert themselves. The pattern of 
high and tow growth over a given period of 
time for economy B is dearly inverse of that 
for economy A. We have no single country 
in mind for the growth model A. But a com¬ 
bination of the growth experiroce of Slouth 
Korea. Taiwan (Province of China), 
Singapore, Hong Kong, Brazil and Mexico 
coiild serve to illustiate growth path R Their 
past growth rates together certainly add up 
to that shown in the chart. And the assumed 
future growth path is my own informed 
judgment. 

This is not the place to discuss the con¬ 
crete details of the possible future develop¬ 
ment. The proposed national commission 
could be entrusted to do that, to ^ '»* 

disputable that we are on the threshold of 
big possibilities, lb realise them should be 
the cential objective of a lational and sane 
strategy for the future. There is a good 
chance that we may indeed succeed. 
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Decentralisation Below the State Level 

Need for a New System of Governance 

Nirmal Mulurji 

Decentralisation below the state level involves making a choice between bureaucracy and democracy, in the 
sense that it can mean either the delegation of administrative powers to district officers or the devolution of political 
authority to district governments. Further, decentralisation below the state level cannot be viewed in isolation 
from the larger issue of reordering relations between the centre and the states. Democratic decentralisation as 
an idea has gained wide acceptance. What ftas not been adequately recognised, however, is that the effective imple¬ 
mentation of the idea requires major changes in the system of governance. This paper attempts to focus attention 
on some of the changes needed. 


I 

Background 

BRITISH INDIA was ruled by a governor- 
general, under whom governors (or 
lieutenant-governors) ruled the provinces, 
and district officers, variously called collec¬ 
tors, district magistrates or deputy commis¬ 
sioners, the districts. Some provinces had an 
intermediate layer of divisional commis¬ 
sioners. And all provinces had to accom¬ 
modate the limited democracy extended by 
(he reform Acts of 1919 and 1935. But the 
pyiamid of rulers at the centre, the provinces 
and the districts remained the essence of the 
British system. Knit together by the common 
pijrpose of preserving the raj, these rulers 
ran a unitary form of government. A unitary 
system is often' accompanied by a high 
degree of centralisation. But the opposite 
was the case here. Governors and district 
magistrates were allowed a great deal of 
latitude to ’do their own thing* in many 
matters. It was an example of even a unitary 
system needing to centralise only .selectively, 
leaving local problems to be managed 
through decentalised power in the provinces 
and districts. Within the unitary pyramid 
there was thus a nice balance between cen¬ 
tralisation and decentralisation. 

Independence did not bring about a 
revolutionary change in the system of gover¬ 
nance. But even so, major changes did take 
place in at least three respects. Firstly, the 
tenitories comprising the British provinces 
and the princely states were reshaped into 
states, of which there are now twenty-five. 
The political map of India bears hardly any 
resemblance to what the British left behind. 
Secondly, at the district level too, boundaries 
were drawn and redrawn, so that the ad¬ 
ministrative map of the country also is vastly 
different to what it was before. Thirdly, and 
most significantly, the governor-general and 
governors were replaced by democratically 
elected governments at the centre and in the 
states. The union and state governments were 
accorded constitutional recognition and a 
federal relationship between the two came 
into existence as against the command struc¬ 
ture of earlier times. The districts continued 
to be administered as before, which meant 
that the received command structure had to 
operate for the first time between govern¬ 


ments at the state level and ‘ruler model’ 
bureaucrats in the districts. 

As was to be expected, this last aspect led 
to friction. Neither the political leadership 
at the state level nor local leaders of the rul¬ 
ing party found it possible to accept without 
demur the consid«able discretionary powers 
left with district officers under the British 
dispensation. The former officially took 
away many of these powers, ranging from 
such petty matters as the power to transfer 
primary school teachers to more weighty 
items like the power to withdraw prosecu¬ 
tions. Both state and local level politiciaav 
exerted unofficial pressure to see that such 
powers as remained were eiercised in line 
with political preferences. This virtual take¬ 
over of bureaucratic powers by the political 
elites was, in a way, an extension of the .strug¬ 
gle for self-government led by the same 
elites. A bureaucratically decentralised 
system thus gave way to a politically cen¬ 
tralised one. British provinces were unitary 
but decentralised. The states wer conceived 
as unitary, like the British piovinces before 
them, but contrastingly started becoming 
centralised. 

Simultaneously, there was a centralising 
process on at the national level also. Hav¬ 
ing witnessed (he partition of the country, 
a fearful constituent assembly opted for a 
strong centre. In pursuance of this, political 
and legislative provinces were enacted which 
gave the union over-riding powers. Financial 
provisions were made, and these were of 
crucial importance, under which the union 
could and did wield enormous clout vts-a- 
vts the states. Supplementing these constitu¬ 
tional provisions, planning was adopted as 
the corner-stone of development, and the 
planning regime that came into bring acted 
as a powerful centralising force Over time 
chiefly because central planning was backed 
by central financing, union minisries 
entrusted with state subjects became bloated 
with functions and staff. The union began 
doing much of the states’ work, and the 
states in turn did flie same in respect of the 
districts. In this way, centralisation at the 
national level rrinfoi^ centralisation in the 
states.' Paradoxically, India’s federal 
democracy thus became more centralised 
than Briti^ Indhfs unitary bureaucracy ever 
was. 


It is now beginning to be realised (hat the 
upward shift of functions, from the districts 
to the state and from the states to the union, 
has not in the least contributed either to 
strengthening the centre or to making plan¬ 
ning more effective. Indeed it has had the 
opposite effect on both counts. The machi¬ 
nery of government has become excessively 
flabby, at the centre as well as in the states. 
Planning has become so out of touch with 
ground reality that it is in danger of losing 
credibility. These developments have made 
political parties and scholars think in terms 
of reversing the upwards trend, which, 
unambiguously put, means decentralising 
functions from the union to the states and 
from the states to the districts. Political 
leaders, who in the early years set out to con¬ 
quer the bureaucracy, no longer fear decen¬ 
tralisation on the ground that this might put 
power back in the hands of bureaucrats, 
because the bureaucracy was successfully 
subordinated to political control long ago. 
Their fears have more to do with an aver¬ 
sion to sharing power with anyone. 

It is also beginning to be realised that, at 
the level of the people, things are not the 
same as they were when the Constitution was 
written. Universal adult suffrage cou|ded 
with frequent and regular elections have 
made a previously quiescent people political¬ 
ly conscious. The successful overthrw of en¬ 
trenched regimes in several states, and even 
at the centre, has made the people aware that 
they count. The progress of politicisation is 
uneven, which is not surprising given the 
diversity of the country. There are still 
pockets where elite politics holds sway. But 
everywhere the leaven of democracy hat 
started a process towards mass politics. The 
people are beginning to demand a say in the 
running of their own affairs. It is this more 
than the creeping decay of centralised gover¬ 
nance that has impelled political parties to 
turn thrir attention to decentralisation. If 
their statements of intent are to be taken 
seriously, the task is not whether to resolve 
the paradox of a high degree of centralisa¬ 
tion in a federal democracy but how to do sa 

1b sum up so far, in the centralisation con¬ 
tinuum, the system inherited from colonial 
times was in many respects more decentralis¬ 
ed than centralised. With the arrival of 
democratically elected governments at thaj 
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ligiintie and in the ttaiei, the halanoe vm$ 

' ,han<Hty tilled towards cemratisation. Four 
dccada of experience yielded the lesson that 
, centr^iscd governance and central planning 
! had not worked particularly well. Meanwhile 
tnais politicisation began to make its 
.'pmence felt and generated a demand for 
participation. It is now necessary as well as 
' ptSsibie to rever.se the lilt away from cen¬ 
tralisation towards more decentralised gover¬ 
nance, including more decentralised 
planning. 

II 

. The Stales 

In the descending cascade of decentralisa¬ 
tion, from the union to the states and from 
' the states to sub-state levels, the suites would 
. figure at both stages, a.s recipients of powers 
and functions at the first and as shedders 
of these at the second. If the ca.scadc stops 
at the first stage, the states would be chok¬ 
ed with powers and functions, and people’s 
participation would remain a far cry. If, on 
the other hand, the cascade only starts at 
the second suge, the sutes are unlikely to 
part with enough powers and functions to 
make sub-state levels viable for fear that this 
may reduce their own imponance too much. 
All the past experiments to decentralise 
bdow the state level, especially variants of 
panchayati raj, have suffered on this ac- 
cmmt. The states must, therefore, receive as 
wdl as give; Decentralisation confined to the 
. ftatet-downward stage neither makes sense 
nor is practical. The cascade must start at 
the union level and go all the way down, 
stage by stage. 

Since the states occupy a cardinal position 
; in union-states relations on the one hand and 
in downward relations on the other, it may 
be useful to have a close look at them. The 
concept of partially self-governing states has 
; its roots in pre-independence thinking. The 
, Constitution gives It pride of place by the 
; very first article declaring that India shall 
' be a union of states. It is not necessary to 
; trace in detail how the present configuration 
i. bf suites has evolved. It is sufficient to recall 
i' the major phases of that evolution. There 
^; n«s. first, the incorporation of the princely 
ktates which occasioned the division of the 
r country into parts A, B, C and D states. 

' there was, next, the demand triggered by 
f Aadhn for recognition of the linguistic prin- 
f oipte which led to a comprehensive and 
.laigdy durable reotganisation of state boun- 
I dalles. Thirdly, the grant of fuU state-hood 
I' to ■ relatively small territory like Nagaland 
, initiated a course in which, on tribal or other 
I prounds, several other small sutes came into 
f. being. It cannot be said that the number of 
i' atntes will suy at the present twenty-five. 
i These twenty-five sutes vary greatly in 
' many ways. Variation in siu is particularly 
': relevant to the present analysis. The elements 
Wl^b go into size are population, area, the 
, Battue of terrain and the sute of com- 
' aamdcations. For ease of comprehension, the 
[ 


states oMild ^ fiuilied.ammliitg tb popsM- 
lion atone and the other etements kept in 
mind when looking at the .picture that 
emerges. 

Ihble I shows that the states fall into two 
broad categories. The first IS having popula¬ 
tions of above IS million eajch could be 
.“egarded as major sutes, which makes the 
remaining 10 with populations under 10 
million each minor states, The major sutes 
account for 96.20 per cent of the country’s 
population and the minor for.2.^ per cent. 
Interestingly, the Cadgil fbrrpula for distri¬ 
bution of plan funds makes almost the same 
categorisation. The formula as such applies 
to only the major sutes, leaving aside 
Assam. All the minor sutes and Assam fall 
outside the scope of the formula and are 
given special assisUnce. Allowing for the 
Assam factor, in 1980-81, the 14 major 'for¬ 
mula' sutes, accounting for 93.30 per cent 
population, received Rs 6,200 crore as plan 
assisunce, while Assam and the then minor 
sutes, with only around S per cent-popula¬ 
tion, got as much as Rs 1,800 crore. The pro¬ 
portion of grants to loans for the former was 
30:70, while for the latter it was a generous 
90:10. AH sutes are dependent on the union 
but the extent of dependence of the minor 


sudek it so overs^h^ffl^ as put a 4ues- 
tion mark on the^ viability. 

The other feature that Ihble 1 brings out 
is that the major and minor sutes can each 
be further divided into two sub-categories. 
The major group has seven large sutes with 
population welt above SO million each, rang¬ 
ing from Ikmil Nadu with a whopping 58 
million up to Uttar Pradesh with an almost 
unthinkable 133 million. These sutes could 
be viewed as not easily governable, with or 
without decentralisation, because of their 
large size. The remaining eight sutes in the 
major group are medium in size, having a 
population range of 15 million (Haryana) 
to 44 million (Karnataka), and could be 
regarded as reasonably governable, given 
workable decentralisation below state level. 
The minor group has two small states, 
Jammu and Kashmir and Himachal Pradesh, 
which because of their far-flung territories 
could be classed with medium states on the 
governability criterion. The remaining eight 
states can only be described as tiny and 
because of their miniature character are pro¬ 
bably below governability level. There is 
little, barring constitutional status, to 
distinguish them from union territories. 

The above analysis underlines the point 


Table: i. 

Ranking of States by Population 



No State 

Population (1989) 

Area Km^ 


Major 




(Large) 

1 Utur Pradesh 

133,034,415 

294,411 


2 Bihar 

83,897,681 

173.877 


3 Mahara.shtra 

75,341,005 

303,690 


4 west Bengal 

65,496,776 

88,752 


S Andhra Pradesh 

64,259,608 

275,068 


6 Madhya Pradesh 

62,614,613 

443,446 


7 Ikmil Nadu 

58,089,692 

130,058 


(Medium) 

8 Karnauka 

44,562,857 

191,791 


9 Rajasthan 

41,114,234 

342,239 


10 Gujarat 

40,902,959 

196,024 


J,l Orissa 

31,644,345 

155,707 


12 Kerala 

30,544,416 

38,863 


13 Assam 

23,876,212 

78,529 


14 Punjab 

20,146,698 

50,362 


15 Haryana 

15,507,142 

44,212 


Minor 

(Small) 

16 Jammu and Kashmir 

7,184,867 

222,236 


17 Himachal Pradesh 

5,136.982 

55,673 


(Tiny) 

18 Ttipura 

2,463,670 

10,486 


19 Manipur 

1,705,144 

22,327 


20 Meghalaya 

1,602,983 

22,429 


21 Goa 

1,209,259 

3,702 


22 Nagaland 

929,916 

16,579 


23 Arunachal Pradesh 

758,207 

83,743 


24 Mizoram 

592,608 

21,081 


23 Sikkim 

379,662 

7,096 



Note. The country’s population'increased by 25 per cent between 1971 and 1981. Assuming 
that the rate of growth has remained the same after 1981 and applying this evenly to 
all the stales for the sake of simplicity, the sute-wise population for the year 1989 is 
obtained by adding 20 per cent to the 1981 census flfure of each sute. Admittedly this 
is not very sound sUtutkaUy but it Js good enough to gel a general idea. 

Source. Compiled from Census of India, 19AI. 
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Ait, 

blniOioii of union to Mntea and (tntet 
downwaid exercises, boA must of necessity 
be influenced by the sizes of the states. Thus 
any basicdly new regime between the union 
and the maior states in the crucial flnancial 
domain may not be good enough to sustain 
the minor states which may continue to need 
Special category’ treatment'. Similarly, a 
pattern of decentralisation below the sutes 
suited to the major stat« and possibly also 
to J and K and Himachal Pradesh may not 
be appropriate for the tiny states. With the 
majof states, mega-states which are large by 
population as well as area, such as Utur 
Pradesh, Bihar and Maharashtra, may find 
it useful to have some form of regional 
governments, especially for backward areas. 
Thinking in this direction is to be found in 
the regional development boards envisioned 
by article 371 and those already in existence 
for the development of Chhota Nagpur in 
Bihar ami the Hill Areas in Uttar Pradesh. 
The short point is that the states are a 
heterogeneous lot and this needs to be borne 
in mind when discussing decentralisation. 

Ill 

Belosv the State Level 

The tiny states are, in terms of size, more 
akin to districts elsewhere than to the other 
states. Some of them have district councils 
undef the Sixth schedule, which being con¬ 
stitutional bodies cannot be replicated in 
states where the Schedule does not apply. 
Table 2,ranks the smallest districts in the 
country by population as recorded in 1981. 
Of the 23 districts having a population of 
less than a lakh, 19 are in the tiny states. Tiny 
states and tiny districts, it would appear, go 
together. Both have their own distinctive pro¬ 
blems of governance. It would be best to 
leave them out of the scope of the rest of 
this paper. 

Decentralisation from iht state downward 
may be thought of as an extension of the 
cascade descending from Ae union. There 
would have to be intermediate levels before 
the ultimate level of the village. On tbt first 
point of decentralisation there are broadly 
three views. The Balvantray Mehta Report 
favoured the block as being nearest to the 
people.^ The Sukhamoy Chakravarty 
(Economic Advisory Council) report on 
decentralisation of planning considc^ even 
the district to be. too small for proper area 
planning.^ The Constitution contemplates a 
regionai approach for states like Maha¬ 
rashtra, Gujarat and Andhra Pradesh, and 
Uttar l^desh and Bihar have, as already 
noted, adopted the idea for backward areas. 
The Asoka Mehta report on panchayati ny, 
however, categorically favoured Ae district, 
because historically it had been the pivot of 
local admiiustration for centuries and also 
because, for irianning and related purposes, 
the requisite expertise could be mustered at 
this level and not lower.* Thg Dantwala 
report on block level planiiii^'and the 


ning in essence endoned this view.^ Think¬ 
ing in political parties.has also crystallised 
on the district as the most appropriate level 
for first stage decentralisation from the sAte 
level. 

Excluding the tiny sAtes, Aete were 361 
districts in 1981 with an average population 
of about 1.8 million per district The number 
of districts has increased since then but so 
has the population. The Asoka MehA 
report, in a section on smdier districts, 
painted out that when districfs are too large 
plan formulation as well as supervision of 
development work is rendered cUfficult. Also 
popular represenAtion in zilla parishads, 
based on population, becomes too large. It 
visualised a million of population with local 
variations to be a “reasonable target”.* 
Going by the million per district yardstick 
the average in 1981 was on the high side. 
Averages notoriously obscure worrisome 
aspects. Districts below the average need 
cause no anxiety. But those above clearly 
should. Ikble 3 gives a list of 39 ‘monster’ 
districts with population above 3 million 
each in 1981. Since then dozens more have 
crossed this mark or are on the verge of 
doing so. If India’s population can be kept 
down to a billion plus in thC year 2001, it 
is necessary to think now in terms of doubl¬ 
ing the number of districts, which then at 
700 odd would at that time provide a reason¬ 
able average of a million and a half per 
district. 

Traditional sentiment and non-plan finan¬ 
cial implications were mentioned by the 
Asoka MehA report as the reasons for in¬ 
action in the direction of smaller districts, 
even when the logic was noticed. It must be 
.said to the credit of the sAtes that they have 
been seized of the need to break up large 
districts into smaller, more manageable ones. 
The monster-in-chief of 1981, 24 parganas 
in West Bengal, has for insAnce recently 
been split into two districts, north and south. 
But each new district still has a (1989) 
population of over 6 million. Perhaps th^ 
sAtes would find it easier to overcome the 
obsAcle of traditional sentiment if the 
obstacle of lack of funds could be got out 
of the way. Since decentralisation of any 
kind and degree to districts of ungovernable 
size is a questionable proposition, the 
reoiganisation of large districts needs to be 
put on Ae national agenda, given priority 
and allotted requisite funds from national 
resources. 

Coming to detxmtralisation below the 
district, there are two parallel hierarchies in 
aQ the sAtes, a bureaucratic one and a 
democratic. CA the bureaucratic side; allow¬ 
ing for slight variations in the sAtes, things 
have remained more or less frozen in the 
mould of sub-divisions, talukas or tehsiis, 
revenue circles and village ‘mauzas*. The 
number of sub-^visions has increased here 
and there but without distuAing the overall 
pattern. The only bold innovation has been 
in Andhra Prad^ where Aiukas have been 


brakm Ato taanArii lAwled^^ man^ 
reveniK offloers. TIm measure is intended to 
bring the adndnistration closer to the people 
with which end in view mandals have bm 
constituted wiA an average population of 
only around 35,000. Mandal headquarters 
are ineant to become focal points with 
banks, secondary schools, police sAtions 
and other local institutions. They could in 
time become growth centres, especially 
because Aqr also house developmental 
offices and related facilities. 

On the democratic side, the Balvantray 
MehA report visualised two levels below zitia 
parishads, namely, block samitis and Wllage 
panchayats. During impiemenAtion some 
states preferred to have samitis at the taluka 
level instead of the block. The Asoka MehA 
report felt that, below the Astrict level, the 
balance between technological requirements 
and possibilities for meaningful partidpa- 
tion by the people in development could best 
be achieved by grouping a number of villages 
to constitute mandal panchayats, each such 
panchayat to cover a population of IS.OCX) 
to 20,000. KarnaAka has adopted such a 
model.^ Andhra Pradesh too has doiK so, 
except that its mandals are twice the size and 


Tabi e 2: Rankinc. of Smallest Districts 

BY PoMII ATION 


No District 

State 

Pepuiation 

(1981) 

1 North 

Sikkim 

Sikkim 

26,455 

2 Dibang 

Arunachal 


Valley 

Pradesh 

30,978 

3 Lahaul and 

Himachal 


Spiti 

Pradesh 

32,HX) 

4 Upper 

Arunachal 


Subansri 

Pradesh 

39,410 

5 EastKameng 

Arunachal 



Pradesh 

42,736 

6 Ibngnonpal 

Manipur 

56,444 

7 Wokha 

Nagaland 

57,583 

8 Kinaur 

Himachal 



Pradesh 

59,547 

9 Zunheboto 

Nagaland 

61,161 

10 Manipur We.st 

Manipur 

62,421 

11 WestKameng 

Arunachal 



Pradesh 

63,701 

12 Kargil 

Jammu and 



Kashmir 

63,992 

13 Chhimtuipui 

Mizoram 

66,420 

14 Leh 

Jammu and 



Kashmir 

68,380 

IS Lohit 

Arunachal 



Pradesh 

69,498 

16 East Siang 

Arunachal 



Pradesh 

70,451 

17 Phek 

Nagaland 

70,618 

18 West Siang 

Arunachal 



Pradesh 

74,164 

19 'Wst Sikkim 

Sikkim 

75,192 

20 South Sikkim 

Sikkim 

75,976 

21 Mon 

Nagaland 

78,938 

22 Manipur Bast 

Manipur 

82,946 

23 Lamglai 

Mizoram 

86,511 


Source: Same as Ikble 1. 
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TIM 40l«BliUtf> liWi ftl 
TMk West has Mock samitis and 
•nun piEDChayau, but the ‘gram' is related 
to a population of 10,000 plus and not to 
a single village concept. There is thus a 
Wiety of arrangements below the district 
level and it may be wise to let each state'con- 
tlnue to have the flexibility to evolve the 
system it considers best suited to its his¬ 
torical, cultural and political circumstances. 

IV 

Dintrict Government 

An extreme form of decentralisation is to 
break up, or break off pieces from, a larger 
entity. If that were to happen to a country 
it would amount to balkanisation or seces¬ 
sion and cither eventuality would be un- 
accepuble. Bangladesh was a freak excep¬ 
tion, if only because the two pans of un¬ 
divided Pakistan were geographically far 
: apart. But breaking up, or breaking pieces 
off from, sub-national units dors not attract 
similar unacceptability. Thus, for instance, 
Andhra Pradesh was able to break up iu 
talukas into mandais without encountering 
constitutional or political hurdles. Assam 
experienced Nagaland, Meghalaya and 
Mizoram breaking off, not without political 
unrest and constitutional change, but with 
the nation’s acceptance since discontent with 
Oauhati's yoke did not mean secession from 
the country. If Gorkhaland were ultimately 
to break off from West Bengal or, for that 
matter Jharkhand from Bihar, Uttarkhand 
from Uttar Pradesh, Vidarbha from Maha¬ 
rashtra and .so on, the dominant elites of the 
mother states in each case may feel upset but 
the nation would survive such minor surgery. 
Surgical decentralisation is, however, not the 
central concern of this paper. 

As already noted, the constitution-makers 
provided for elected governments at the 
centre and in the states but strangely left the 
inherited 'district officer' system untouched 
in the districts. Strangely, because local self- 
government was on the agenda of the 
freedom movement long before purna 
swarnf and yet it came to be overlooked. 
Whatever the reasons for this, the objective 
situation now.calls for a review. On the one 
hand today’s district officer has far too 
much to do and this, uken together with 
other constraints, means that he is unable 
to do anything effectively enough. On the 
other, the political awakening of the people 
has led them to expect much more from the 
system than it can deliver. Instead of flog¬ 
ging ‘district officer' rule any longer the fime 
is ripe to consider letting the people run their 
own affairs through elected district govern¬ 
ments. Omntralisation must therefore take 
the democratic route of devolution to these 
governments.' 

If such governments are not to go the way 
of panchayati raj institutions (PRIs) they 
must possess characteristics the lack of 
which led to the failure of the latter. Fintly, 
‘district governments must be recognised as 


political entltiev with pahtbsal partia opoily 
contesting elMtlons. The past approach of 
keeping' panchayats sanitised from politics, 
though'well intentioned in one sense, over¬ 
looked the invigorating role of politics as an 
engine for change. It also dQirived the polity 
of an entry stage for new recruits into 
politics and a nursery for grooming such en¬ 
trants for higher responsibilities. Without 
the political dimension there can be no real 
democratiy. And anything short of genuine 
democracy will perish just as surely as guid¬ 
ed democracy did elsewhere or party-less 
democracy in the case of the flrst genera¬ 
tion PRIs. The second generation PRIs of 
West Bengal, Karnataka and Andhra 
Pradesh, having remedied matters in this 
respect, stand put as useful precedents. 

Secondly, district governments must look 
after the totality of district governance, with 
the district bureaucracy coming squarely 
under them. The division betweot regulatory 
and developmental functions, initiated by 
community development and continued in 
PRIs, is artificial and untenable It compels 
development to slay within the limits set by 
the present societal configuration. This is so 
because any attempt to change the con¬ 
figuration, such as through land reform, in¬ 
evitably comes up against the power struc¬ 
ture. When that happens, regulatory ad¬ 
ministration all too often sides with the 
power elite. If there is to be any worthwhile 
change this collusion must go, and that can 
only become possible if the two arms, 
regulatory and developmental, are required 
to work together under district govern¬ 
ments.'’ Ultimately what matters is who 
wields the lathi and if that remains with the 
district officer, district governments will be 
just as unable to deliver genuine develop¬ 
ment as PRIs. 

Thirdly, the fate of district governments 
must not be left to the tender mercies of stale 
governments. This means two things. One, 
elections must be held at regular intervals 
under the overall supervision of the Election 
Commission. As far as possible^ the method 
of elections should be direct because the in¬ 
direct route is easily manipulable. TWo, 
supersessions should be barred. In the case 
of the states there is the controversial and 
much misused Article 356 under which 
elected state governments can be removed 
and president’s rule imposed in the event of 
failure of the constitutional machinery. 
Sooner or later this vestige of colonial rule 
will have to ga In respect of the. districts 
there is no justification for replicating a 
measure which would give state governments 
a handle to remove inconvenient district 
governments. 

Fourthly, district governments must be 
nested in the federal idea, forming a third 
tier of the polity. The third tier would sub¬ 
sume self-governing units at sub-district 
levels right down to the gram sabhas. This 
again means two things. One, that 'The 
Districts* must find a place in the constitu¬ 
tion. not perhaps in the elaborate manner of 


Part VI daaling with "the atate^ but equally 
not in the perfunctory manner of Part Vlll 
dealing with 'the Union lerritories’. Happily, 
the intervening slot of Part VII has beCT 
lying vacant ever since Part B States were 
abolished and is available for a suitable for¬ 
mulation for the districts to be fitted in. TWo, 
the introduction of a third tier must not 
squeeze the intermediate second tier or be 
seen as attempting to do so. If the aim is to 
strengthen and enlarge India’s federal 
democracy, it is as important to make the 


TablI; 3: Ranking of Largest DisTRicrs 

BY POPUIATION 


No District 

Slate 

Population 

(1981) 

1 24 Parganas 

West Bengal 

10,759,439 

2 Medinapur 

West Bengal 

6,742,796 

3 Bangalore 

Karnataka 

4.947,610 

4 Barddhaman West Bengal 

4,835,.388 

J Cuttack 

Orissa 

4,628,800 

6 Madurai 

Tamil Nadu 

4,535.897 

7 North Arcot 

Tamil Nadu 

4,414.324 

8 South Arcot 

Tamil Nadu 

4,201.869 

9 Pune 

Maharashtra 

4,164,478 

10 Thanjavur 

Tamil Nadu 

4.063.545 

1! Ahmedabad 

Gujarat. 

3,875,794 

12 Allahabad 

Uttar 



Pradesh 

3,797,033 

13 Gorakhpur 

Uttar 



Pradesh 

3,795,701 

14 Kanpur 

Uttar 



Pradesh 

3,742,223 

15 Santhal 



Pargana 

Bihar 

3.717,528 

16 East 

Andhra 


Godavari 

Pradesh 

3.701,040 

17 Varanasi 

Uttar 



Pradesh 

3,701,006 

18 Murshidabad West Bengal 

3,697,552 

19 Changalpatti Tamil Nadu 

3,616.508 

20 Tiruchira- 



ppalli 

Tamil Nadu 

3,612,320 

21 Purnia 

Bihai 

3.595.707 

22 Basti 

Uttar 



Pradesh 

3,578,069 

23 Tirunelveli 

Thmil Nadu 

3,573,751 

24 Azamgarh 

Uttar 



Pradesh 

3,544.1.30 

25 Deoria 

Uttar 



Pradesh 

3,496,564 

26 Salem 

Tkmil Nadu 

3,441,717 

27 Guniui 

Andhra 



Pradesh 

3,434,724 

28 Jaipur 

RajB.sthan 

3,420,514 

29 Thana 

Maharashtra 

3,351,562 

30 Ramanatha- 



puram 

Thmil Nadu 

3.335,437 

31 Munger 

Bihar 

3,315,627 

32 Madras 

Tamil Nadu 

3.276,622 

33 Moradabad 

Uttar 



Pradesh 

3.149.406 

34 Gaya 

Bihar 

3,134,175 

34 Ranchi 

Bihar 

3,070,432 

36 Coimbatore 

Ihmil Nadu 

3,060,184 

37 Krishna 

Andhra 



Pradesh 

3,048.463 

38 Patna 

Bihar 

3,019,201 

39 Kheda 

Gujarat 

3,015,027 


Source: Same as Thble I. 
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states iitott «s tfii cam out a third 
tier for the districts. Consequently, a reorder¬ 
ing of centre-state relations must go hand 
in hand with extending the federal idea to 
a third tier. As of now the union has over¬ 
burdened itself with functions pertaining to 
state subjects. If the superfluous fat were to 
be shed, the union might handle what re¬ 
mains better, and the smtes would have more 
to share out with the districts. 

Fifthly, in a three-tier federal system, there 
would have to be a new financial regime as 
between the union, the states and the 
districts. On the one hand, the union must 
be left with resources to meet its essential 
obligations. On the other, the states and the 
districts, not being in a position to raise 
adequate resources on their own, must have 
the oxygen of assured, untied devolution of 
funds from the union in sufficient measure 
to make purposeful self-government at these 
levels possible. So far the percentage shares 
of the states in central taxes have been deter¬ 
mined by the Finance Commissions. Raja 
Cheiliah, the noted expert in public finance, 
once urged the need for finality in this 
matter. Specifically, he suggested that 40 per 
cent of income tax and corporation tax and 
3S per cent of union excise should go to the 
states and in addition S per cent of income 
tax and corporation tax to local bodies, and 
that a provision to this effect should be made 
in the constitution. Finance Commissions 
shoufd thereafter only distribute the total of 
the states’ share among the states, On the 
grants side, Cheiliah suggested that all block 
and other grants should be channelled main¬ 
ly through the Finance Commissions (rather 
than the Planning Commission), which 
should be guided not by the gap-filling 
approach but well-accepted principles of 
equalisation. As regards loans, he wrote that 
“the ba.sis of allocation of market borrowing 
among the states needs to be examined and 
new principles have to be evolved”.'” 

Going beyond ChelUah’s refreshing ap¬ 
proach one is inclined to suggest (as a non¬ 
expert) that, in order to introduce nnality 
and avoid recriminatory debate, a provision 
may be made in the constitution that 4S per 
cent of the aggregate resources of the union 
(leaving aside obviously unshareable items 
like provident funds of central employees) 
should go to the states, of which S per cent 
should be earmarked for being pass^ on to 
the districts. The union’s aggregate resources 
are of two kinds, non-ioan and loan. Non¬ 
loan resources (4S per cent) should go to the 
states and districts as unconditional devolu¬ 
tions. Loan resources (45 per cent) including 
market borrowing, external borrowing and 
deficit financing, should also be devolved 
unconditionally except for normal loan 
terms. Devolution of market borrowing 
should be by allocating ceilings within which 
mitior States should do their own borrowing, 
while the union may do so on behalf of the 
minor states. Finance Commissions would 
then be left with the twin tasks of determin¬ 
ing the shareable aggregate resonrees of the 
union, non-loan, and distributing the shares 


of the Antes and diuricti among the suites, 
eschewing the gap-ftlllng approach and 
adopting equalisation principles. Within the 
states, at least the major ones, there would 
have to be state finance commissions which 
would do a similar job in respect of the 
districts. The states should be required to set 
aside five per cent of their own aggregate 
resources (excluding devolutions from the 
union) for.devolution to the districts. These 
and the earmarked union devolutions would 
comprise the distributable pool for the 
districts. 

Sixthly, there must also be a new planning 
regime. We need to find a way to federalise 
national planning. The Planning Commis¬ 
sion should move out of the investment- 
cum-growth type of planning in which it has 
remained locked and move into the hitherto 
almost unexplored terrain of policy plan¬ 
ning. It should think anew about issues like 
the reasons for persistent mass poverty and 
depnvation, the reasons for the continued 
backwardness of regions,'the roots of public 
unrest of various kinds, the oppression to 
which the weak are subjected, the decline of 
institutions like the police and judicial 
administration, the status of women, the 
proper nurturing and education of children, 
the full implications of population growth, 
the proper management of water and land 
resources, the restructuring of relations with 
neighbouring countries, the impact of ex¬ 
ternal policies, the proper balance between 
defence and development, the rising cost of 
the bureaucracy, and many others. It should 
seek to build national consensus on the 
policies which the country as a whole should 
adopt in regard to such issues. The commis¬ 
sion may involve itself in sectoral planning 
for union subjects. For the rest, planning 
should be decentralised to the states and 
districts. The states for sure and. to the 
maximum extent possible, the districts too 
must strengthen their planning capabilities. 
Vigorous state and district planning, within 
the compass of nationally accepted policies 
and under a ftnancial regime which permits 
local innovations, would be the way to 
harmonise the planning idea with the 
federal. 

It seems a stage has arrived when both the 
Congress and important opposition groups 
favour democratic decentralisation backed 
by constitutional sanction. But this over¬ 
worked term means different things to dif¬ 
ferent people. Some view it as involving only 
incremental improvements in panchayati raj 
within the existing framework of governance. 
Others, like this writer, think that democratic 
decentralisation should mean a fundamen¬ 
tally new system of governance through two 
related measures: a third tiw of democratic 
district governments to replace bureaucratic 
‘district officer' rule, and a new scheme of 
relations between the union, the states and 
the districts based on optimal decentralisa¬ 
tion. Some favour a uniform model for the 
whole country. Others, like this writer, see 
advantage in identifying the essentials for 
bicorporation in the constitution, leaving all 


other m«tm flexibte so at to perii^ 
adaptation of the underlying idea to local 
circumstances in the different states. SoomI 
see in the Congress leadership’s new-found 
imeresi a design to by-pass the states and 
virtually' io* convert districts into union 
territories." If this is indeed the intention, 
it would be a serious mistake. 

. 1 

Given the Congress and oppositibn posi¬ 
tions in favour of democratic decentralisa¬ 
tion, attention needs to be focused on giving 
content to what is only a concept so far. This 
paper is a modest effort to do just that. 
Before the constitution is amended there 
must be a full and open debate. It would be 
nothing short of tragic if, like the Oefama- 
lion Bill, an amending bill in this case were 
to be suddenly sprung on the nation and 
hastily enacted. For then a vitally needed 
reform in the country’s system of governance 
would be obscured in a cloud of controversy. 
If combative postures which rule out the 
possibility of achieving consensus cannot be 
avoided in the run-up to the next election 
it would be wiser to defer the amending 
legislation till after the election. 

V 

Some Questions Answered 

Should an amending bill go as far as 
drawing up a fourth list in the Seventh 
Schedule for di.strict subjects, presumably by 
hiving off some items from the state list? It 
is for constitutional experts to say whether 
such a list is absolutely essential to give 
democratic decentralisation legitimacy. 
There could be a view favouring a ftftb list 
also setting out concurrent subjects as 
between the states and districts. As against 
this, there is a growing impression that even 
the existing lists have not served as adequate 
markers delineating union and states func¬ 
tions. There is hardly any subject of impor¬ 
tance in the state and concurrent lists into 
which the union has not made inroads. 
Some of these are justifiable, such as int«'- 
state programmes tike malaria eradication, 
research into problems transcending indi¬ 
vidual states, .and relations with inter¬ 
national agencies like FAO, UNESCO and 
ILO. The study team of the Administrative 
Reforms Commission on centre-state rela¬ 
tions identified, after going into the work¬ 
ing of several union ministries and agencies, 
a short list of functions which was 
necessary for the union to po-form even in 
respect of state list subjects. Inroads into 
functions other than these have been made 
possible entirely because of the union's 
financial strength vts-a-vu the states.It 
may be stated as a proposition, at least in 
the Indian context, that functions go where 
there is money, regardless of constitutional 
tisu. Consequently it is more imporunt to 
instal a new financial regime than to derise 
new lists. 

Would a third tier at the district levd, 
inclusive of sub-district units, enhance the 
oppressive power of dominant groups and 
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flte onntttd weaker sections? iimler the 
present dispensation, it is the dominant 
froups that hold power at the state level 
(escluding states ruled by Left combina¬ 
tions), and it is lankly their writ that runs 
at and below the district level through the 
bureaucracy, especUity through the coercive 
arm, viz, the police. The view that high- 
Oiioded dvil servants, functioning as district 
ofTicers, can act as brakes or moderators 
may be true here or there, but is essentiaily 
divorced from reality. Democratic decentra¬ 
lisation to a third tier would thus not worsen 
matters. Since the logic of democracy 
favours numbers, decentralised democracy 
would, on the other hand, open up the 
possibility of the oppressed majority orga¬ 
nising itseif and capturing power in indi¬ 
vidual districts or mandals. The organisation 
of the poor tends to be regarded as a pious 
and unrealisable hope. So it will remain as 
long as the poorltave to organise across an 
entire state before exercising power. By 
extending the idea of democratically elected 
political governments to the states and stop¬ 
ping there, the constitution-makers un- 
adttingly loaded the system against the poor 
and the dispossessed. Carrying the idea 
down to lower levels would correct this 
imbalance. Empirical evidence from West 
Bengal and Karnataka, both with second 
generation PRls, suggests that this is pre¬ 
cisely what is beginning to happen. 

Wtould it be wise to dispense with the insti¬ 
tution of a district . 9 fnccr completely, having 
regard to the ly nchpin role he has performed 
so far? The governors of British province 
performed a similar role. Their replacement 
by elected governments was considered 
logical and appropriate in India’s federal 
democracy. The performance of most of the 
elected state governments leaves much to be 
desired, but that has not produced a yearn¬ 
ing to go back to governors. Replacing 
district officers by elected govemmenu could 
reasonably be expected to follow the same 
pattern. Besides, today's district offuxr 
would be tomorrow’s chief secretary of a 
tilstrict government. His administrative 
powers would then be infused by a political 
content, due to his proximity to those in 
power at the district level, and this would 
increase rather than diminish his role as a 
co-ordinator and supervisor. 
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to Octroi 
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One of the recent developments in the area of revenue of local governments is that octroi is on its way out. 
A vigorous drive is on to locate a new tax to compensate the urban local bodies for the loss of octroi revenue. 
Tbx supplements 'to sales tax in the form of entry tax and surcharge/additional sales tax have been employed as 
a substitute measure to restore local fiscal balance in the absence of octroi. The present study evaluates these 
tax supplements in terms of their impact on resource allocation, equity, and local fiscal autonomy. Surcharge/ad¬ 
ditional sales tax has been argued to be better than entry tax. However, these taxes being state levies are found 
to be contradictory to the objective of local fiscal autonomy. 


Introduction 

OCTROI is one of the important revenue 
sources to the urban local bodies. According 
to a recent survey of urban local finances', 
it constituted around 35.6 per cent of the 
total revenue of the urban local bodies in 
1983-84. In fact, its share increased to tms 
level from about 30 per cent in 1979-80. 
Judged against the fiscal significance of pro¬ 
perty tax, another important local tax (18 
per cent in 1979-80 and 28.2 per cent in 
1983-84), octroi continues to be the mainstay 
of urban local finances. What is essential to 
note is that whereas the contribution of pro¬ 
perty tax to the finances of -f 1 million cities 
is not significantly different from that of 
octroi, the latter continues to be a dominant 
revenue item for the rest of the cities and 
towns. 

Now, while with the rapid growth of urban 
centres local governments are required to 
spend larger and larger sums on the provi¬ 
sion of municipal services, one of the recent 
developments on the local government 
revenue scene is that octroi is on its way out. 
As many as 13 states and S union territories 
have already abolished it or did not have it 
at all. In rest of the states, particularly 
Maharashtra and Gujarat, its abolition is 
under active consideration. These develop¬ 
ments have led to a hectic search for an 
equiyield substitute for octroi The present 
paper discusses some of the important tax 
substitutes for octroi and builds a case for 
business property tax to take over from 
octroi the major responsibility of financing 
municipal services. 

Octroi and Its Variants 

Octroi is a tax on goods entering into a 
local area for consumption, use or sale. 
Ooods bound to cross the local boundary 
are tieated as goods not for consumption, 
use or sale in that locality and hence not 
taxed. Octroi is collected at the checkpost 
while goods approach a local area. Inspec¬ 
tors posted at the cbeckposts undertake 
assessment generally using rule of thumb 
supported by bilb and vouchers. Rates are 
applied to tile tax base determined by the 
checkpost officials. Rates are some combinaV 
thm of specific (pdr unit of measurement- 


number or volume of goods) and ad valorem 
(on the value of goods). There are, however, 
two important deviations from the above 
general model of octroi. These are the Delhi 
model and the West Bengal model. In the 
Delhi model, octroi is called terminal tax; 
it has all the features of an octroi but does 
not exempt exports to other localities.^ The 
west Bengal model postulates an entry tax' 
on goods entering into only Calcutta 
Metropoliun Area (CMA). Thus goods 
entering into non-CMA are not subject to 
entry tax. This tax is different from octroi/ 
terminal tax in another respect also. The 
West Bengal entry tax is a state levy whereas 
octroi/terminal tax is a local levy. The pro¬ 
ceeds of the West Bengal entry tax, however, 
are shared between the Calcutta Metro¬ 
politan Development Authority and the 
various local governments including those 
which fall outside CMA and do not levy 
entiy tax. 

A CRITIQUE OF OCTROI 

Octroi should be evaluated in terms of 
resource allocation, equity and adminis¬ 
trative expediency. Octroi being a tax on 
goods entering into a locality for consump¬ 
tion, use or sale, discriminates between local¬ 
ly produced goods and goods imported from 
other localities. Less developed localities 
which depend more on outside supplies have 
to face distortions created by the existence 
of octroi. As a sizeable portion of octroi is 
collected from inputs and capital goods,^ it 
probably generates a chain of cascading 
effects. Further, octroi provides an incentive 
to locate trade and industry in large urban 
centres which are already provided with 
infrastructural facilities and a large market. 
This may act against dispersal of trade and 
industrial activities and result in lopsided 
development of suburban localities. Insides 
these resource allocation effects , octroi, 
being a checkpost-based levy, acts as a 
barrier to free flow of goods and causes pro¬ 
duction losses. Detention of vehicles at the 
checkpost itself is costly in terms of time and 
fuel loss.’ 

Incidence effects of octroi are not clear. 
Although the traders bear the burden of this 
ax :n the first instance, it is likely to be pas¬ 


sed on to the consumers of the importing 
locality. In this way, it is a regressive tax. If, 
due to competition with locally produced 
goods, it is ditficult to raise product prices 
in the importing locality, incidence may be 
borne by the traders who may try to shift 
it backwards to labour and capital engaged 
in the production of commodities. However, 
with strong forward shifting possibility, this 
ax is probably regressive. 

Also, the local bodies which collect a lot 
of revenue through octroi are typically ones 
which function as local markets for the small 
urban producers within the municipal 
bounds as well as rural producers from the 
contiguous areas. While the former are not 
liable to octroi, the latter are, and are 
generally unable to shift the tax due to weeds 
bargaining power. This results in supply of 
public goods in the urban local area at the 
cost of the rural populace. 

As regards administrative ease, octroi can 
be taken as a tax extremely simple to 
administer. At the checkpost, die determina¬ 
tion of tax liability based on inspection and 
supported by bills, is easy. With a good 
network of cbeckposts, evasion may not be 
a problem. However, the assessment based 
on a declaration taken on trust instead of 
books of Rpeounts enhances the possibility 
of collusion between the taxpayers and tax 
officials, particularly when there is nothing 
like post-collection checking of accounts. 
Further, cost of collection of this tax is 
found to be quite high because of the large 
network of cbeckposts necessary, especially 
to prevent evasion. 

Search for an Alternative Tax 

The analysis of resource allocation, equity 
and administration aspects of octroi brings 
out its important demerits. It distorts 
resource allocation and trade flows. It is 
probably a regressive tax, and it is cosdy to 
administer. Various committees and indi¬ 
vidual researchers have repeatedly recom¬ 
mended its abolition. The d^ate concerning 
its abolition is mainly seized of the issues 
of hindrance to free How of goods, rampant 
corruption at the cbeckposts and high cost 
of collection. Given the inevitable exit of 
octroi despite lingering protests, the content 
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^ Currently, th« seaivh for an equiyield 
' revenue is one of the foremost issues in the 
minds of fiscal analysts and tax adminis¬ 
trators at the state-local level. 

An alternative to octroi can be concep¬ 
tualised in the following way. Abolition of 
octroi is expected to enhance the pace of 
economic activity by ebminating barriers to 
trade and transport. The gains are likely to 
be transmitted to the tax base at all govern- 
fflental levels. This argument may apply 
more forcefully lo the taxes falling on 
roughly the same base which octroi used to 
ta|X Further, octroi revenue is used to finance 
municipal services which helps traders, 
transporters and commercial est^lishnicnts 
in conducting their business. The benefits 
emanating from these services also get 
capitalised in the property values. With these 
arguments, all the central, state and local 
taxra should be employed in raising addi¬ 
tional resources to compensate the local 
bodies for the loss of octroi revenue. 

Sales tax can very conveniently accom¬ 
modate supplementary levies to raise 
lesources to be transferr^ to the urban local 
bodies. The common tax supplements to 
sales tax ate entry tax, additional sales tax 
and surcharge on sates tax. Entry tax, as in 
existence in Madhya Pradesh, Karnataka and 
Andhra Pradesh and likely to be introduced 
in Oujarat and Maharashtra, is a tax on the 
entry of goods into a local area for con¬ 
sumption, use or sale.* But it is not col¬ 
lected at the checkpost. It is made payable 
by the sales tax dealers by furnishing returns' 
as to how much of their purchases are from 
outside the local area. The coverage of entry 
tax is smaller than sales tax, mostly in- 
duding declared goods and goods subject 
to additional excise duties in lieu of sales tax. 
In this way, entry tax is a partial supplemoit 
to sales tax including in its net only pur¬ 
chases from outside the local area of a 
limited number of goods. An evaluation of 
the above alternatives is attempted in the 
next section. 

E.SSENTIAL Features of a Good 
Alternative Tax 

While attempting octroi abolition and 
introducing a new levy, the following con- 
ddentions should govern the tax draign: 

i) The new levy should be account and 
return based. In other words, it should 
be based on assessment supported by 
accounts. 

ii) It should be revenue neutral, i e, it 
should be able to raise an artiount at 
least equal to the present and future 
yields of octroi. This would require a 
given built-in-flexibility in the new levy. 

Ui) Its rqpessivity should not be more than 
that of octroi. Ideally, it should be less 
regressive. 

iv) It should not discriminate between local 
and non-local goods. This feature is 
essential to ensure free flow of inter- 
jurisdictional trade and commerce and 


allocation, 

V) h should be a local level levy. 

Local levy requirement is necessary to 
maintain the fiscal autonomy of local 
bodies and at (he same lime (o provide 
them with liquidity in the manner octroi 
used to provide. This requirement is 
further necessary because there is a 
tendency in taxes to stick at the collec¬ 
tion level than to be passed through as 
grants to the local governments. This 
tendency is alleged to be significant in 
the Indian fiscal federalism. The state 
governments have been vociferously 
complaining about this phenomenon in 
respect of the taxes being shared with 
the central government, although such 
sharing occurs through Finance Com¬ 
mission awards.^ in the context of 
state-local tax sharing also, this is hardly 
unknown [see Rao, Pradiian and Bohra, 
1985, pp 69-70 ). 

ENTRY Tax vs Surcharoe/Additionai 
Sales Tax 

Both surchargc/additional sales tax and 
entry lax ate account and return based. Both 
can be made to be as productive as octroi, 
because each one is a case of equal yield tax 
substitution agreed to by the trade and in¬ 
dustry. Both are almost equally regressive 
because both are essentially sales taxes. 

Unlike sales tax and its other supplemen- 
taries, entry tax discriminates between the 
local goods and the goods imported from 
outside the locality. Goods entering into 
urban centres chasing consumers and in¬ 
dustries get less preferential treatment. This 
argument applies equally to octroi but entry 
tax is mote selective. Octroi taxes all the 
goods entering into a locality with only a few 
exemptions. Entry tax, in the present form, 
taxes mostly the goods subject to additional 
excise duties in lieu of sales tax, and declared 
goods. The taxation of additional excise duty 
items was resorted basically to tap goods not 
covered by sales'tax, namely, sugar, tobacco 
and textiles. Further, preoccupied with the 
fact that a sizeable part of the octroi revenue 
was collected from inputs and capital goods, 
entry tax included in its net all the declared 
goods, which are taxed at a ceiling rate of 
4 per cent under the Central Sales Ikx Act. 
Though the coverage of entry tax is gradual¬ 
ly picking up, the revenue from the addi¬ 
tional excise duty items, dKlared goods and 
other inputs constitutes the bulk of the entry 
tax revenue 

Thus, entry tax not only discriminates 
between the iocal and non-locai goods but 
also within the non-local goods between the 
goods of mass consumption and inter¬ 
mediate products on the one hand, and all 
other goi^, on the other. This renders entry 
tax more discriminatory than octroi, as the 
discrimination in octroi is limited. This 
discriminatory treatment may thwart accom¬ 
plishment of the objectives of uniformity in 
taxation of mass consumption goods and 
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proper treatment of intermediate products. 
Further, it may adversely affect the inter- 
jurisdictional trade and commerce. 

Discriminatory treatment of non-local 
goods vis-a-vis local goods may result in con¬ 
sumer welfare loss. This can be demonstra¬ 
ted with the help of the indifference curve 
technique This is depicted in Figure I, which 
is the same as the one that used to be 
employed to establish the superiority of 
direct taxes vis-a-vis indirect taxes in a pai- 
tial equilibrium framework [c g, Allan, 1971, 
pp 83- 85]. Let AB be the pretax locality 
budget line and I, an indifference curve. 
The locality is in equilibrium at point E,. 
Entry tax on imports to a locality would 
shift the budget line to CB. A new equili¬ 
brium F.j would emerge with higher con¬ 
sumption of local goods. However, an 
equiyield sales tax supplementary would 
paraltelly shift the budget line from AB to 
DE. Now the community in the absence of 
discriminatory treatment of imports may 
converge to E,. Since equilibrium j is on a 
higher indifference curve Ij as compared to 
I,, consumers in the locality would gain 
under surcharge/additional sales tax. The 
same argument applies to octroi also, but 
because of the limited coverage of entry tax, 
resource allocation distortions may get ac¬ 
centuated. Actually, the weaknesses of the 
original analysis, which are present in the 
one above as well, are well known. The basic 
point that is sought to be emphasised here 
is that entry tax/octroi gives rise to addi¬ 
tional distortions not present in the alter¬ 
native system. This cannot but result in lower 
efficiency. It is essential to note that when 
imports into the country are taxed at the 
national level by customs, the important 
objectives ate to proted ind^nous products 
from foreign competition and to keep the 
deteriorating balance of payments under 
control. These motives are absent whpn im¬ 
ports into a locality, or even a states are 
under consideration. That is why tin central 
sales tax rates are subject to a ceilitqi of 4 
per cent so that free flow of goods are not 
adversely affected. The Indirect Ihxation 
Enquiry Committee [GOI (1978), Voi I, 
pp 52-53] actually recommended tu reduc¬ 
tion firom 4 to 1 per cent. 

The upshot of tlw piroeding analysis is 
that entry tax does not do too well by Uie 
criterion of economic efficiency. In fact, 
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lurdiuge/addltioiul sales tax is better than 
entry tax on this score. Therefore, as a 
substitute to octmi, the former can be argued 
to be better than the hitter on the ground 
of efficiency. As noted eulier, both octroi 
and entry tax enable urban exploitation of 
the rural producers. A surchaige/additional 
sales tax woiUd eliminate this, provided the 
revenues are not distributed among urban 
lo^ bodies only. 

Coming to the last essential feature of a 
substitute levy, i e, it should be a local levy, 
both surcha^e/addltional sales tax and 
entry tax are levies designed and adminis¬ 
tered at the state level. In Use Ught of the 
tendency of taxes to stick where they are 
cdkxned, neither of the taxes offer a stable 
solution in the present context of {uoviding 
the urban local bodies with an elastic and 
liquid source of levenun Hie crtperienccs in 


Madhya Pradesh and Karnataka which have 
substituted octroi by entry tax with this 
explicit objective, substantiate this conten¬ 
tion. Apart from the implications for the 
flsc^ autonomy of local bodies, ad hocism 
in tax sharing or grants programme to com¬ 
pensate for the loss of octroi may introduce 
an element of uncertainty in the urban local 
revenues and expenditures resulting in lower 
service levels. 

Search for a Local Tax 

In the light of the limitations of the taxes 
employed as a substitute for octroi, i e, 
surchaige/additional sales tax and entry tax, 
the significance of a local levy emerges very 
clearly. In an attempt to identify local bases 
that can be uq)ped,,it may be higUy instruc¬ 
tive m discuss locd taxes in selected foreign 
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package to stret^heo the uibaa toeal' 
finances in the absence of octroi. The im¬ 
portant ones ate local sales tax, local 
business tax and business property tax. The 
iocai sales tax is a tax On sales in a local 
jurisdiction. It is basically a local counter¬ 
part of state level sales tax. This tax is levied 
by many of the municipalities in the US. It 
constituted about 20 per cent-of thp local 
government revenue of the US municipalities 
in 1983 [Hyman, 1987, p 21]. The local 
business tax is a tax on the business turnover 
in a local area. There are two important 
models of local business tax—the West 
(Herman model and the Philippines model. 
The West German model is more varied and 
complex. It consists of the local profits tax 
and the local capital tax. For the local proflts 
tax, the assessment of the taxable income is 
roughly identical to that for the federal cor¬ 
poration tax. The local proHts tax is deduc¬ 
tible from the federal corporation tax base. 
The local capital tax is based on the same 
definition as the federal wealth tax, in¬ 
cluding the value of long-term debt but 
excluding taxable buildings. Henc^ the tax 
base Is solely plant and machinery. This tax 
is also deductible both from the local proflts 
tax base and the federal corporation tax 
base. Both the components of the local 
business tax in West Germany yield fairly 
large sums, contributing 12.6 per cent to the 
total financial position of localities in 1979 
and 17.8 pci cent in 1984 [Bennett and 
Krebs, 1987, p 28]. 

In the Philippines model, the local 
business licence tax is an amalgam of three 
types of business lax or licence fees. The 
major form of business tax is a gross receipts 
tax with the tax rate varying according to 
the type of business and total sales. The 
second form is an annual fixed amount 
levied without regard to the volume of sales, 
resembling a licence fee paid for the privilege 
of doing business in the local area. The third 
is an amusement tax imposed as a flat per¬ 
centage rate on admissions to the places of 
entertainment. The first component, that is, 
gross receipts tax, is the largest revenue raiser 
for the city and municipal governments. 
Ikking the three components together, in 
many jurisdictions they surpassed even the 
local property tax [Bahl and Schroeder, 
1983, pp 82-89). 

The business property tax, the third im¬ 
portant form of local tax on business is of 
the British type in the form of rates on non¬ 
domestic property. It has two components: 
tax on land and buildings and tax on plant 
and machinery fixed to the buildings, 
deemed to be part of the structure. The non¬ 
domestic tax base is the net annual value in 
rental or lease income which a property can 
command. Actual rent evidence is used for 
valuation of a large proportion of the non¬ 
domestic sector. However, in the case of 
hotels, restaurants, etc, net annual value is 
derived on a ‘profit basis’ and in the case 
of plant and machinery, town halls, flte 
stations, and putdic institutions, railwi^ and 
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, ^ value it on a ’cbii- 

'-tnetoi'i iHwis’ The non-domesiic rates 
bontributed around 17 per cent to the UK 
local authority finances in 1984-85 IBennctt 
and Krebs, 1987, p 26|. 

The various Torms ot local business taxes 
Which may offer cjuiie attractive alternatives 
to octroi thusjire local sales tax, local profits 
' tax, local capital tax, business licence tax and 
' business property tax. Except the business 
property tax. all the taxes discussed here are 
not plausible alternatives in the Indian con¬ 
text for one simple reason that the Indian 
fiscal federalism prescribes non-overlapping 
tax powers across the taxing jurisdictions. 
Adoption of these taxes would amount to 
allowing more than one taxing authority to 
tap the same tax base. The local profit tax 
would tax corporate profits, taxable under 
the central corporation income tax; the local 
capital tax would tax wealth taxable under 
the central wealth tax and the local sales tax 
would tax sales turnover of dealers taxable 
under the sute sales tax. The business licence 
fee is a combination of sales tax. profession 
tax, and entertainment tax which are already 
a part of the fiscal armoury of the state 
governments. Besides the problem of tax 
overlapping and resulting state-local tax 
competition, the municipal administration 
may not be equipped with the requisite 
capability to handle these tax bases in¬ 
dependently. Eventually, a situation may 
arise when the local administration may have 
to depend on the central/state government 
administration to determine even the tax 
bases. 

Business Prohekiy Tax 

Business property tax can be designed as 
an appendix to the general property tax. A 
few of the property tax systems do provide 
for separate and higher taxation of business 
properties. These take the form of either 
higher tax rates or higher rentals for the 
business properties. However, the existing 
treatment does not adequately tax the 
rapidly growing number and value of 
business properties and market places. 
Estimates using data for private markets in 
Calcutta have shown that with a very low 
tax at the rate of Rs 1.2S per sq ft, tax col¬ 
lections may exceed Rs I crore annually for 
the Calcutta Corporation [NIFFP, 1981, 
pp 257-bO|. This holds for a bunch of well 
defined private markets. The results of 
another sample survey covering both resi¬ 
dential and commercial properties in the 
New Delhi Municipal Committee area 
indicated that the tax base determination of 
commercial properties was not significantly 
different from residential properties, at least 
in half of the total numbor of properties 
survey^ [NIPFP, 1984, pp 86-89]. In- 
slgniflcant tax base differentials cannot be 
sustained because tax rate differentials which 
are expected to increase the tax liability 
of commerdai properties were not ade- 
quote.With the help of assessment ratio 


(asse^ vaiiw by.ditiniMed 
ed value), the same survey furtho' lobstan- 
tiated this result for the Delhi Municipal 
Corporation area. The assessment ratidsof 
commercial properties with assessment 
value of 1 lakh or more hardly exceeded 30 
per cent whereas it ranged between 50 per 
cent and 90 per cent for residential proper- 
tie* [NIPFP, 1984, pp 83-85] 

These results may help conclude that the 
fast expanding urban business sector has not 
adequately contributed to the revenue 
necessary to discharge increasing municipal 
responsibilities. Probably the polic 7 -makcrs 
quite intentionally discriminated between 
residential and non-residential properties 
only marginally in the context of municipal 
taxation. This i.s because municipal taxes are 
generally used as an instrument of cost 
recovery for well defined municipal services. 
However, at the present juncture when a 
search is on to tap trade and industry in the 
absence of octroi, the potential of business 
property tax may come to the forefront quite 
significantly 

Business property in an urban area for tax 
purposes may be defined to include proper¬ 
ties used for industry, trade and commerce, 
entertainment and profession. Premises used 
for these purposes may be classified into 
identifiable categories and business property 
lax be fixed per square feet of the covered 
area under such premises or as per cent of 
the taxable value of properly. Differential 
taxes per unit of aiea may be adopted for 
business properties located in different parts 
of a municipal aiea in order to capture vaiia- 
tions in the business potential. To impart 
elasticity, business properly taxes per unit 
of area, moderately fixed initially, may be 
positively linked to inflation. Ihx per sq ft 
of area may be revised upwards every 2/3 
years by a fraction of the wholesale or con¬ 
sumer price index number. Alternatively, 
taxable value of properties can be standar¬ 
dised per-unit of area and later linked to 
inflation. 

Whenever the existing property tax systems 
already differentiate between residential and 
non-residential properties for the purposes 
of property taxation, steps should be taken 
to redesign the system so as to use the pro¬ 
posed business property tax to tap the 
business sector, For the success of business 
property tax, state rent control legislations, 
which do hot exempt business premises, 
should exclude them while prescribing rent 
regulation rules. The constraining impact of 
rent laws, however, may not be relevant if 
business property tax is determined per unit 
of area instead of rent.* One of the great 
advantages of business property tax with dif¬ 
ferent rates for business located in different 
parts of a locality is that it can generate 
resource reallocation resulting in rational use 
of urban land and built up space. The effi¬ 
ciency of such a tax measure would be maxi¬ 
mum in very large cities facing acute land 
and space scarcity. 


Property Tax-Incidence Issues 

Octroi''entry tax, whether actually on ad 
valorem basis or a specific duty, can be con¬ 
sidered a tax on value at any point of time 
(given the price of the commodity on which 
a specific duty is levied) for analytical pur¬ 
poses. As such, in a conceptual sense, the 
tax becomes indistinguishable from any in¬ 
direct tax as far as incidence issues are 
concerned. 

Conceptually, the incidence of an indirect 
tax can be dealt with within either the partial 
cquilibiium framework or the general 
equilibrium framcwoik. In the partial 
equilibrium framework, as all of us would 
recall, the parameters that determine the 
incidence are the price elasticities of supply 
and demand for the commodities concerned. 
In diagrammatic representation, these 
parameters would be represented by the 
slopes of the demand and supply curves. In 
a'nutshell, this type of analysis indicates that 
with indirect taxes, a higher burden is borne 
by the seller if the price elasticity of supply 
IS very low and a higher burden is borne by 
the consumer if the price elasticity of 
demand is very low. 1 he relative balance of 
these two elasticities determines the in¬ 
cidence. However, the partial equilibrium 
framework does not consider the effects of 
the tax on the non-taxed sectors at all and 
hence does not allow the intersectoral alloca¬ 
tion of resources to change equilibrium as 
a result of tax. Therefore, the general 
equilibrium framework is employed here 

The usual approach, beginning with 
Harbcrger[i962J, uses a two-sector, two- 
factor model, the two sectors being the taxed 
and untaxed ones and the two factors being 
capita! and labour. The results are usually 
in terms of the relative burden on labour and 
capital.’ Our main interest, however, is to see 
whether the tax raises product price or not 
in the short run. Therefore, we will employ 
a model of slightly different type. 

Our simple construct, based on three 
segments, can be described as follows. We 
assume that the community affected has a 
fixed amount Y to spend on two com¬ 
modities A and B. The community’s utility 
function is the standard textbook type, 
giving rise to the standard indiffierence mqi. 
The budget line is given by the price of A 
and B, denoted by and P., and Y. The 
usual consumer equilibrium oDtains through 
tangency of an indifference curve with the 
budget line By changing price of either A 
of B, one can rotate the budget line keeping 
it fixed at one point, and this would give rire 
to the demand curves for A and B. This is 
what is d<g>icted in panel 1 of the diagrain 
(Figure 2i 

Panels 2 and 3 represem the markets for 
A and B respectiv^y. Given the supply 
curves and the demand curves,, prices and 
quantities sold are immediarely determined. 
In the initial equilibrium, these prices and 
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flnt panel. 

Now, assume an octroi/entry tax is hn- 
posed on commodity A. This would shift the 
supply curve upwards for that commodity. 
Given the indifferrace map. the budget line 
would shift and generate new demand 
curves. When both A and B are normal 
goods, itwould shift the demand curve for 
A to the left and for ff to the right. In the 
market for commodity Q, given the supply 
curve; P, would rise as a result. This would 
cause another shift in the budget line In 
panel 1 and a further shift in the demand 
curves; this time in the opposite direction of 
the flrst shift. This process would continue 
until a new equilibrium is established. In¬ 
tuitively, one can see that under normal 
drcumstances the new equilibrium will have 
the following characteristics: 
a) (P^+t) > P' P^' Pb^ P'„: and 

‘»Q'a<QvQ'b>V 

c)U(Q'a Q'b) Q'b> 

(' indicates new equilibrium). 

Harberger has shown that the total burden 
of the tax will be greater than just the tax 
revenue, or, there will be an 'excess burden' 
of taxation. 

Figure 2 shows the first round effects of 
the tax. The budget line in panel 1 moves 
from BA to BA,. Equilibrium quantities 
change from OQ^and OQ^tojOQ^'and 
OQb^. 

in panel 2 , the tax pushes up supply curve 
to S^*. Price moves up from P^ to P.' 
and quantity sold falls from OQ^ to OQ^‘. 
In panel 3, the demand curve for B moves 
up in such a way that if price remained the 
same as earlier (P,, quantity demanded 
would be OQg'. However, the equilibrium 
price is Pg' and quantity sold is not OQg' 
but somewhat less. 

Given P^' and P_', the budget line shifts 
again in panel 1, changing to A'B' and ef¬ 
fects similar to the effects just described^ 
follow, through shifts in demand curves only' 
now. This process goes on until a new 
equilibrium is reached where the community 
as a consumer and the two product markets 
are in equilibrium. All these are assumed to 
take place instantaneously. 

While even in this simple structure one 
cannot say anything categorically about the 
ultinute incidence pattern, typically the 
burden will be distributed between producers 
of commodity A 4 and consumers as a whole. 
This has biwn achieved here through the 
assumption of substitutability in the con¬ 
sumption of A and B whidi; we believe, is 
fairly tealistia In this construct, it can easily 
be seen that an octroi and business proper¬ 
ty lax will have a similar incidence pattern, 
as long as we assume that in the firet instance 
the sellers would try to recover the tax 
through increased prices. 

Additional general equilibrium effects can 
be introduced through inter-market flow of 
factors of production in response to a tax 
as in usual general equilibrium analyses of 
tax incidence Once factor mobility bAween 
the ttuiBd and the untaxed seetem U introduc- 


twosanes. The roi^ Is obvious; while octroi 
is a tax on the product (equivalent to a tax 
on capita) and labour both), business pro¬ 
perty tax is a tax on only one factor- 
capital—in one sector. The incidence of 
business property tax will be exactly similar 
in pattern to the corporate income tax, the 
case that Harberger himself analysed. If we 
assume that the impact of business proper¬ 
ty tax is on that sector of business which is 
relatively more capital intensive (which is 
quite reasonable), then the tax burden will 
rest mostly on capital itself [Mieszkowski, 
1969], whereas that of octroi/entry tax is, 
in all probability, more spread out. 

So, our purely theoretic^ results would in¬ 
dicate that given a required amount of 
revenue; at least on equity grounds, local 
business property tax may be preferable to 
octroi/entry tax. However, all this is under 
the assumptions of fixed income of the com¬ 
munity; fixed quantity of capital, and fixed 
supply of labour among other less crucial 
assumptions. If these assumptions are 
violated to any significant degree, the result 
may not hold. For example, if there are 
pockets where the tax (octroi/entry tax, or 
business property tax, as the case may be) 
is not impost, then a tax may simply cause 
business to shift to such pockets. Similar¬ 
ly, if the consumers can buy the taxed com¬ 
modity from elsewhere without paying the 
tax, then also the analysis may not hold. 
However, we believe that the assumptions 
are not so unrealistic, especially for a not- 
very-long time period, as to make the 
anaysis absolutely hypothAical. It should be 
pointed out that our results hold for not on¬ 
ly octroi/entry tax but any product tax on 
a particular sector in tbe market on the one 
hand, and not only business property tax 
but any tax on capital in the same sector 
(capital intensive), on the other. 

Required Rates of' business 
Property Tax 

In this section, we look into and calculate 
a very rough estimate of business property 
tax rates to compensate for the loss of 
revenue due to abolition of octroi. We carry 
out the exercise in two steps; first, a 
mechanical calculation given the base and 
revenue from octroi, and second, a modifica¬ 
tion of the same keying in view possible im¬ 
pact of abolition of octroi. 

For the first step, we have used data for 
Municipal Corporation of Delhi as an et- 
ample In a sense, it is a good example 
because given the severe underestimation of 
rateable values in Delhi [NIPPP, 1984, p 79], 
the required business property tax rates are 
lUeely to form an upper limit for the rateable 
value mAhod used here to calculate the 
required rates. Rates for the area-based 
method are also likely to be lower for the 
same reason. 

In Municipal Corporation of IMhi 
(MCD), octroi (tenninsJ tax, actually) nAted 
Rj 1,799.S1 lakh in 1981-82. We have chosen 
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data were available for the tame year from 
NIPFP [1984]. The rateable value of com¬ 
mercial properties (privately owned) in the 
same year was Rs 5,588 lakh. Thus to 
generate the same revenue as through octroi, 
the additional overall effective business pro¬ 
perty tax rate would have been about 32 pA 
cent. Wc do not have a value for the existing 
overall effeAive business property tax rate 
in 1981-82 because we do not have the tax 
collection figures for the private commerdid 
propertiA only. HowevA, looking at the rate 
schedule (minimum 25.5 per cent to maxi¬ 
mum 40.5 per cent) and the distribution of 
commercial propertin over the taxable range 
of rateable value, the overall effeAive rate 
was probably around 35 pA cent (now the 
rates are Iowa). With the additional business 
property taxation, the total property tax sate 
on commercial property would probably 
have been around 67 pA cent. 

'This is a rather high rate of property 
taxation, with the attendant risks of a 
shrinking of the base (through less com¬ 
mercial construction aAivity as well as 
through a change in business practice to 
minimise need for business premises). 
However, the aAual situation m^ not be so 
bad, at least not evAywherc. For one thing, 
a heavy reliance on the businms property 
taxation is certain to improve the adminutra- 
tion of propAty tax, which in most cases is 
dismal. Evasion of this tax is widespread 
through underestimation of property/ 
rateable value. In Delhi, the same NIP^ 
study mentions that actually assessed 
rateable values were found to be less than 
30 per cent of the same assessed by valua¬ 
tion oflicers, on a sample basis. With aboli¬ 
tion of octroi, the load bodies will have 
.some exua manpower with them which can 
be utilised to bolster the property tax ad¬ 
ministration, since it is imptaAical to believe 
that they would be rArcnched. This should 
raise the tax ba.se somewhat. Also, with the 
abolition of oAroi, one of the great im¬ 
pediments to trade (amply discussed in the 
relevant literature) will be removed and this 
ought to show up in increased commercial 
activity. This should also result in some 
dtpansion of the tax base. Tbus, in our judg¬ 
ment, a tax rate of around 55 pA cent ovaoU 
should be enough to recoup the loss of octnd 
collection. Even this is a fairly high rate; but 
certainly not confiscatory and since the 
taxed group is more or less the same as in 
oAroi, the benefit to them would be the 
removal of impediments to businras due to 
octroi, while the tax burden remains more 
or less the same. Businessmen as a group 
would have to be highly irrational indeed to 
prefer two taxes rathA than one when the 
total tax burden is the same. 

The example of Delhi is probably not 
universally applicable, and the calculation 
above is only an Illustration. Use of the 
rateable value mAhod in Bombay would 
probably require a 200 pA cent rate to emn- 
pensate for the loss of octroi. Howcva, a tax 
based on the rateable value is not the only 
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he mote feasible. Area based method has 
acquired greater significance in recent years 
due to legal impediments to t he form of rent 
control legislations. The Committee on 
Substitution of Octroi set up. by the Govern¬ 
ment of Maharashtra [1987] believed that in 
Bombay a location tax of Rs 5. per sq ft of 
business and industrial areas can probably 
oJte care of the revenue loss caused by octroi 
dSmtoation.* It is quite likely that the new 
tax may not yield required result in the 
'trmsition period. However, these calcula¬ 
tions do show that business property tax is 
capable of shouldering the major revenue 
lesponsibility. With an overhaul of other 
taxes and charges, the urban local bodies can 
jive up octroi and still maintain their fiscal 
autonomy. 

Summing Up 

One of the recent developments on the 
local government revenue scene is that 
octroi, one of the important revenue items, 
is on its way out. A vigorous drive is on to 
locate a new tax to compensate the urban 
local bodies for the loss of octroi revenue. 
Ikx supplements to sales tax in the form of 
entry tax and surchaige/additionol sales tax 
have been employed as a substitute measure 
to restore local fiscal balance in the absence 
of octroi. The present study evaluates these 
tax supplements to terms of their impact of 
resource allocation, equity, and loctd fiscal 
autonomy. Surcharge/additional sales tax 
has been argued to be better than entry tax. 
However, these taxes being state levies ait 
found to be contradictory to the objective 
of local fiscal autonomy. 

When the efficacy of business property 
tax was assessed in terms of the likely effects, 
it emerged as a better alternative. It is a local 
tax based on assessment. With differmtial 
rates for business properties located in dif¬ 
ferent parts of a locality, business property 
tax is Hkely to generate resource reallocation 
resulting in rational use of urban land and 
bidh up space. This tax is assessed on capital 
value consisting of land value, structure 
value'and the value of machinery and 
natures. Due to capital base of this tax, its 
incidence is likely to be borne by capital and 
hence progressive. 

As regards the criterion of revenue 
neutrality, our rate design, when apfdied to 
the assess^ base of non residential proper 
ties in ceruun test cases, is. capable oi 
yielding the foregone revenue consequent on 
octroi abolition. The proposed rates seem to 
be high even when the possibility of tax 
resistance is ruled out because of the explicit 
support of trade and industry to proposals 
oonoeming the abolition of octroi. However, 
higher rates may lead to lower tax com¬ 
pliance. As evidences prove large-scale 
underassessment of business properties, 
sincere attempts to streamline assessment 
and collection due to the increased impor- 
taitcc of the administration of business pro- 
‘ perty tax may help lower the tax rates and 


absence of octroi. The localities which, 
however, desire to diversify into supplemen¬ 
tary tiwasures tiU business proireny tax is 
working in full swing, should find surcharge/ 
additional tales tax preferable to entry tax. 

or course, the problem of finding suitable 
employment for the large workforce 
(basically unskilled) presently emplr^ed to 
the octroi set-up is a real one. unlikely to be 
completely solved by the changeover into 
business property taxation. It will have to 
be solved indep^ently of the issue of a 
suitable substitute for octroi. 

Notea 

[An earlier version of this paper was Presented 
to the semitrer on ‘Octroi—problems and Pro¬ 
spects' held at Shivafi University, Kolhapur in 
February, 1988. We ate thankful to the par¬ 
ticipants for their comments. M G Rao also 
gave his comments on on earlier draft, for 
which we thank him.) 

1 N1UA[I987], p 24. 

2 See Rao, V C et al [1986] for a comprehen¬ 
sive study of terminal tax in Delhi. 

3 The West Bengal entry tax is different from 
the entry tax existing in MP, Karnataka and 
AP. The distinction would become dear as 
the present st'udy progresses. 

4 For instance, the top revenue earners in the 
Bombay municipal corporation comprised 
iron and steel, machinery and spare parts, 
mineral oils and petroteum products', v^les 
spare |wrt$, cement, cotton and cotton 
goods, liquor, kiiana and sugar [OOM, 1987, 

pp 80-81]. 

5 NCAER [1979]. The total cost of detention 
to the economy was estimated at the approri- 
roate equivalent of the carrying capacity of 
80,000 units or capital investment of atout 
Rs 6S0 crore. 

6 Fbr theoretical and empirical arguments in 
favour of entry tax, see RaOb M C [1984] and 
Rao, M G et al [1986]. 

7 This tendency seems to be widespread. A 
study by Bahl and Nath [1986] on govern¬ 
ment expenditure decentralisation across s 
pooled sample of 57 countries and separately 
for 34 developing and 23 developed countries 
empirically substantiated this fact and con¬ 
cluded that the best route to expenditure 
decentralisation is to assign local govern¬ 
ments particular revenue bases or to 
guarantee them lax shores. 

8 ror an excellcm treatment of standardisation 
of property tox, see NIFFP [1981], pp 236-45. 

9 For an evaluation of the report of toe Com-' 
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Corrigendum 

Attention is drawn to our Notice published in Economic and Miticai Mtoekly dated 
13-9-19M under Section SS of the MRTP Act, 1969 for establishins a new undeitakins 
for manufacture of HOPE. The following amendments may kinoty be noted: 

-In^ead of figure 60,000 T(K, read 1,00,000 
-Instead of figure Rs. 1,3S0 million re^ Rs. S,3fi0 mIHion 
-Instead of figure Rs. SS5.9 miltipn read Rs. 1584.8 million 
-Rjghts/Pubtic Issue of Debentures/loara 
Irstead of Rs. 440.0 million, read Rs. 880.0 mWlon. 
-Foreign Exchange loan. 

tnstead of 'NIL read Rs. 375.0 million 
-Internal Cash Accruals. 

Instead of Rs. 115.9 mIHion, read Rs. 3S9.8 mlHIgn. 
-'total. 

Instead of Rs. 555.9 million, read Rs. 1584.8 million. 

Dt. for IMiMie* toduaMn UmMwl 

Regd. Office.- . VM. Arnbani 

Maker Chambers IV, 3rd Floor Secretary 

Nariman foint, Bornbay 400 021. 
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Possibility of Peaceful Revolution 
and Role of Revolutionary Terrorism 

Arun Bose 


I 

RUSTAM SINGH’S ‘Status of Violence in 
Marx’s Theory of Revolution’ (January 28) 
will, it is hoped, produce a cascade of corn- 
marts. It is timely, meticulous and ma.sterly. 
However, in trying to grasp many nettles 
firmly, some have slipped through his fingers. 
1 would like to put the spotlight on two. 

Firstly, Singh doe.s take the discussion fur¬ 
ther than the point reached by Avineri, 
Lichteim and Miller, but he does not go far 
enough. Singh does establish, convincingly, 
that Marx, (as well as Engels) experimented 
conceptually with just about every possible 
aspect of the role of violence in revolutions, 
leaving, as far as can be judged nothing out 
of consideration. In doing so. they con¬ 
sidered ‘many-sidedly’ the role of peaceful 
strategies and tactics in preparing for a 
socialist revolution, as well as a socialist 
revolution which is itself peaceful. (Singh 
renders a service to u.s by very precisely 
distpiguishing baween these two questions, 
which are often jumbled up together.) 

Marx and Engels were writing when 
socialist revolutions had historically just 
come on the agenda, when no .socialist 
revolution could be claimed to have been 
’successful’ (by anybody, including tho.se 
who participated in them). In those cir¬ 
cumstances, it is not surprising that they 
postulated a pos.sibility which has never been 
realised historically in the century since they 
died, i e, the possibiUty of a peaceful socialist 
revolution. Should this massive albeit 
negative historical fact be completely ig¬ 
nored by us today, as many as one hundred 
years later? If we do not ignore it, we shall 
bring the ‘logic of history’, which, Marx in¬ 
sisted, cannot be disregarded; into the dis¬ 
cussion to correct the ‘logic of theory’ as 
worked out by Marx and Engels. If we do 
not do so now our mistake will be unpar¬ 
donable. By contrast, the mistake made by 
Marx fifty to a hundred years ago, was par¬ 
donable. (Unless we make a cult of the in¬ 
fallibility of Marx, there is no reason why 
Marx should not be corrected on this point.) 
The corr^ion involves a rejection, on the 
basis of solid evidence, of the possibility of 
peaceful socialist revolutions even as 'eaxp- 
tions’, especially when the possibility of a 
peaceful socialist revolution is recerttng more 
and more in every country without oception. 

II 

Secondly, it is a merit of Sngh’s study that 
he pa^ qxdal attention to what Marx said 
abrat the tote of revojutioimry terrorism in 
sodalist revolutions. This is v^come, as it 


is not, currently, a minqr issue, but a major 
aspect of (he issue of fhc use of force, of 
violence, of 'bloody combat’ in socialist 
revolutions. However, the matter is far more 
complex than Singh seems to think it is. 
Indeed, the complexities are so many that 
socialist revolutionary terrorism deserves to 
be studied, not as a mere postscript to the 
study of the status of violence in Marx’s 
theory of socialist revolution, but as Part 2, 
so to speak, of this study, which receives as 
much attention as all other aspects of the 
study put together. Should socialist revolu¬ 
tionary terror be used against the overthrown 
bourgeoisie or also to overthrow the 
bourgeoisie or both (of course, 'according 
to circumstances’ only)? Should it be used 
only against the bourgeois exploiters or also 
against the masses still under the influence 
(or coming under the influence as the revolu¬ 
tion unfolds or efter it is successful in some 
sense) of the bourgeois exploiters? Finally, 
should it be used against those who par¬ 
ticipated in the revolution, by those who 
claim to be (or to have become) its infallible 
or least fallible vanguard’’ 

Singh pays attention to the first of these 
questions, and not to the remaining two. He 
cannot be faulted for restricting the scope 
in this way, because Marx and Engels paid 
almost exclusive attention to the first of these 
questions connected with the role of revolu¬ 
tionary terror, paid no attention to the se¬ 
cond, hardly any attention to the third (and 
the use of Stalinist and Maoist terror in the 
20th century falls outside the scope of 
Singh’s study). But here again the ‘verdict 
of history’ is that the three questions have 
always arisen together so that one cannot 
stop by considering each in isolation from 
the athers. 


However, whaho- we discuss only the first 
of these questions or all the three together; 
there is an initial problem. Singh takes it for 
granted that Marx and Engels, whenever 
they discussed revolutionary terrorism, ap¬ 
proved, of It. or at least that is the imprei- 
.don conveyed by the passages he quotes and 
by his comments on them. This impresstoh 
cannot be allowed to go unchallenged. La 
roe only mention two of Marx’s arguments 
disapproving of terrorism. (I have not chedi- 
ed whaher there are also disapproving 
remarks by Engels, but it is enough that. 
Marx did make such remarks.) 

In his ‘Comments on the Latest Prussian 
Censorship Instruction’ (written in 1842)' 
Marx wrote:'“Laws against tendency, laws 
giving no objective standards, are laws of ter¬ 
rorism, such as were invntted owinc to the 
emergency needs of the .state under Robes¬ 
pierre arid the corruption of the state untter 
the Roman emperors. Laws which make the 
main criterion not^ actions as such, but the 
frame of mind of the doer, are nothing but 
positive sanctions for lawlessness (all italics 
Marx’s). Better like that Russian IW to have 
everyone’s beard cut off by Cossacks in his 
service than to make the state of mind due 
to which I wear a beard the criterion for the 
cutting” (italics mine—-AB). Of course, 
Marx is referring not to ‘revolutionary ter¬ 
rorism by socialists’, but to terrorism by the 
Romans, Robespierre, Peter the Great and 
Prussian censorship. But Marx is clearly not 
condemning these manifestations of ter¬ 
rorism only because they represented terror 
by the wrong classes, classes of slave-ownihg 
and feudal exploiters. In these remarks he 
is condemning terrorism in general, ter¬ 
rorism against the mind and the body; 
because there are ‘no objective standards’ on 
the basis of which they can be exercised. He 
adds “The law which punishes tendency... 
punishes me not only for any wrong I com¬ 
mit, but for the wrong I do not commit... 
The law against a frame of mind is not a 
law of the stata... for its citizens, but the 
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'■■ liNv. ef out party agnama anothar party .. 

Marx’s). 

In Marx’s 'On the Jewish Question' (wrh- 
.len in 1843)* we read: " .. in periods when 
the political state as such is born violently 
out of civil society, when political liberation 
to the form in which men strive to achieve 
Iheir liberation, the state can and must go 
' as far as... the maximum, to ...the 
gu/Hoilne (which is an obvious reference to 
the revolutionary terror of the French 
Revolution of J789-.93—AB). At times of 
. special self-confidence, political life seeks to 
siilppress its prerequisite, civil society and the 
events composing this society, and to con¬ 
stitute itself as the real species—life of man 
' devoid of contradictions. But it can achieve 
this only by coming into violent contradic¬ 
tion with its own conditions of life, only by 
declaring the revolution to be permanent, 
and therefore the political drama necessari¬ 
ly ends (sre—AB) with the re-establishment 
of religion, private property, and all the 
elements of civil society, just as war ends 
with peace" (italics Marx’s). 


THIS is a brief intervention in the discus¬ 
sion between Pradhan H Prasad (August 13, 
1988) and G K Chadha (December 24-31, 
1988) on the question of regional disparities 
in India. This note has the modest aim of 
poiming out some basic aspects of the ques¬ 
tion which often get obfuscated by the 
discu-ssion on the related problems of 
resource transfer from the centre to the state.s 
and the efficient use of those resources 
which have so far dominated the debate. 

PHP's argument is built around two main 
planks. Citing data on the transfer of 
resources to the states under different heads, 
he argues that the re.source transfers to the 
states have been progressive, but not ade¬ 
quate to even maintain the infrastructure and 
other productive assets created. His other 
argument is that fund-raising is far mote 
strenuous for the poor states than of the 
richer states, which he calculated with the 
normative estimated tax rate, column 7, 
Ikble 7, a perfectly normal approach. In 
reaction Chadha raises a whole lot of 
statistical objections. Chadha’s concern for 
aiqjropriate use of statistical tools is well 
taken and 1 would wait for PHP’s reaction. 
In the meanwhile 1 cannot but raise a few 
points about Chadha's comments: 

(1) 1 have not quite grasped Chadha’s ob¬ 
jection No 3. My query is this; Wouldn’t the 
ratios, with their in-built deflator, neutralise 
the effect of constant prices and current 
prices adequately in PHP's Ikble 4, for 
whidi Chadha has taken PHP to task. Maybe 
Chadha’s concise presentation creates pro¬ 
blems for me On this I request elaboration. 

(2) I do not quite understand how 
Chadha’s suggestion that each of the transfer 
of resources by the centre to the states as a 
percentage of total plan outlay of states. 


the role of revolutionary terrorism may i«- 
^ hepn at the poim at which Singh leaves 
it, but it mutt revert to Marx’s in-depth re¬ 
jection of such terrorism found in these 
passages which are too important and cur¬ 
rently too relevant to be dismissed or ex¬ 
plained away. 


'Notes 

1 Karl Marx, ‘Comments on the Latest Prus¬ 
sian Censorship Instruction' (written in 1842, 
first published in 1843) in Marx and Engels, 
Collected Worki, Vol'l, 1975, Progress, 
Moscow, p 120. 

2 Karl Marx, ‘On the Jewish Question* (writ¬ 
ten in 1843, first published in 1844) in Marx 
and Engels, Collected Works, Vol 3, 1975, 
Progress, Moscow, p 156. The theme of this 
passage recurs in Marx's ‘Critical Marginal 
Notes on the Article by a Prussian’ (written 
and first published in 1844) in Marx and 
Engels, Collected Works, Vol 3, pp 199 , 
205-06. 


singly or otherwise, can help us to under¬ 
stand the basic issues of regional 
development. 

(3) Following from this, I have a feeling 
that if one accepts all the suggestions of bet¬ 
ter statistical methods given by Chadha, one 
is faced with u situation where all the basic 
questions of regional development and dis¬ 
parities will be reduced to .state level policies 
and to the question of efficient resource 
mobilisation by the states and their compe¬ 
tent use. 

I have reservations here. The question of 
regional disparities is not just a question of 
resource devolution and their accounting 
alone. Our planning process has in-built 
tendencies to perpetrate and accentuate 
regional disparites. This can be best il¬ 
lustrated by looking into agricultural plan¬ 
ning. In the sixties we witnessed two distinct 
approaches to the problems of agricultural 
development. One is represented in the Nax- 
albari uprising where the poor sought to 
solve their agricultural problem in the man¬ 
ner they thought effective and through the 
institutions that they themselves created for 
them. The other is the Green Revolution 
which the Indian planners adopted at the 
prompting of World Bank et al. This later 
needed certain infrastructural facilities in the 
foim of landholding pattern, irrigation, etc, 
which were historically available in certain 
regions in northern India. It is these areas 
which saw more complete fruition of this 
development programme One more thing 
needs to be mentioned here: the infrastruc¬ 
tural facilities, including irrigation, in this 
region are largely the creation of the colonial 
state which the Indian state adopted and 
strengthened. Unfortunately, however, these 
historical advantages arc not available 


in a fow isolated areas, bi projecu such ai 
the Sone Command Area, for example the 
primary thrust was flood contre4 rather than 
irrigation. Such projects in Bitiar and else¬ 
where, in fact, destroyed the iitdigenous ir¬ 
rigation system. The Indian state has done 
precious little to change this orientation. 

I have indulged in recapitulation of these 
fairly known arguments in order to stress the 
point that the ideological thrust of the Green 
Revolution is inherently inequitous. It has 
created deep inequalities between regions 
and regions. And within regions, it has fur¬ 
ther deepened the contradictions between 
classes. Even in the areas of its nursery it 
has created deep fissures between social 
classes, led to a high degree of labour ex¬ 
ploitation and created considerable degree 
of underemployment and also unemployment 
of labour and, therefore, capital. In fact, the 
greatest manifestation of this is the current 
separatist movement in Punjab, whose 
revivali.st philosophy has found sympathetic 
listeners in the large body of rural and urban 
youth who are the progeny of the Green 
Revolution. 

This should be the setting for any discus¬ 
sion of regional disparities and of centre- 
state relation in this country. To me the ques¬ 
tion has, in fact, two aspects. One is that of 
devolution of funds between the centre and 
the states, higgling and haggling over it, imd 
the power equation within the institutions 
and the state which decides this distribution. 
But it has another mote substantive aspect 
which relates to the ideological content of 
planning to whose implementation the allot¬ 
ted funds go. The current discussion is 
primarily confined to the former aspect, 
even when the parties to the debate have in¬ 
cluded the communists and in this sense the 
issue is yet to be politicised. 

PPH focuses on the question of resource 
allocation primarily. But if one reads his 
presenution along with his general theo¬ 
retical position as revealed in his other works 
one can detect his tilt. Chadha’s position 
is heavily hedged in by his suggestions for 
appropriate use of statistical tools. But then 
one can read his mind in stttements such as 
that ‘‘perhaps per capita net state domestic 
product depends much more oo foctor aris¬ 
ing out of state level policies rather than on 
central transfer alone" (para 7, p 2764) and 
in his whole presentation. If this is read 
along with his book on Punjab, The State 
and Rural Economic Thmaformation which 
I have reviewed elsewhere, one geu an idea 
of his limited approach. 

The whole question of regfonal uneven¬ 
ness. to repeat the ofl.;repe8ted aigument, is 
a political and ideological one. It cannot be 
studied satisfactorily within the amlnt of the 
problems of resources transfers between'foe 
centre and the states, which only reflea the 
degree of disparities among r^ons. The 
choke of tools, mexhods, methodology, etc^ 
and also that of the in fomution used Should 
follow that understanding. 


Roots of Uneven Development in India 

Hiranmay IHiar 
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operations. 
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THERE ARE STILL A FEW THINGS IN INDIA 
THAT DON’T INVOLVE VOLTAS. 
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No matter who you are, no matter what you do, you’ll come across Volias somewhere in your life. 
After all, Voitas is one of India’s tai{!est companies, with 5 manufacturing plants, 10 branches and 23 offices, 
mchidit^ me in New York. 

Voitas is engaged in a wide range of key business areas such as manufecturuig, engineering and 
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Add to this over 80 collaborators from all over rtie world, and you have a company that's involved 
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Bufiget fund the Economy 


There is a wide gap between the analysis of the current 
economic situation in the Economic Survey and the 
perception of the economy's problems as coming through 
in the budget. 489 


While the Economic Survey has drawn attention to the balance 
of payments as a ‘priority area of attention in short-term 
economic management’, the finance minister has instead argued 
that a certain amount of pressure on external payment is 
unavoidable in a situation where there are urgent needs of 
investment and modernisation. 495 


Avoidable Bloodshed 


rustic LIPRAP 


The violence sparked off by the banning of the anti-Rushdie 
bandh called by numerous small groups of religious 
fundamentalists and the subsequent police action on the defiant 
morcha were entirely avoidable. While the show of religious 
solidarity is understandable in the context of increasing attacks 
on their religion and culture, this particular event was 
unnecessary because several Muslim leaders had already 
publicly felt that there was no need for such protest. 492 


Redefining 'Spies'? 

By using the Ofneial Secrets Act 
to arrest the protesters against the 
Narmada dam, the Gujarat 
government is abusing 
the act. 488 

Lock-out to Closure 

The lock-out at Binny Mills units 
in Bangalore, which the 
management is trying to convert 
into a closure, has been dragging 
on for four months now causing 
untold hardships for more than 
7,000 working class families. 500 

Unconstitutional? 

How valid is the argument of the 
stock exchanges for restricting 
their membership? Does it not 
breach the right guaranteed tQi the 
Constitution to practise any 
profession or carry on any 
occupation, trade or business? 501 

Restracturing, Botha 
Style 

South Africa's attempts at floating 
a common economic community 
in the region are solely directed at 
strengthening its hold over the 
region by creating room for 
further expansion of its huge 
monopolies. 503 

Women Builders 

Labour absorption in the 
construction industry has altered 
differently in different cities. 

What have been the changes in 
gender-specific labour use in 
Class I cities in India? 523 


Public Distribution 

Merely including the public 
distribution system in the 
minimum needs programme may 
improve poll prospects, but will 
leave the intended beneficiaries 
dissatisfied if public participation 
is not incorporated in its 
functioning. 502 

Women, Family and 
Marriage 

Among the most important 
interventions attempted by the 
state into the intimate and 
sensitive life of the family in India 
has been the birth control 
programme. While the state has 
different policies for different 
elements of the family structure, 
there is no comprehensive family 
policy. But this does not mean 
that changes are not taking place 
in family and marriage 
in India. 513 

While the age at marriage of girls 
has certainly gone up over the 
years, still it continues to be 
much lower than the legally 
pre.scribed age. 505 

Chulah CbangcB 

The village stove has seen many 
changes over the years—from the 
early Gandhian attempts to 
improve them to the current 
‘phoenix’ phase which is aimed 
not only at achieving higher 
efficiency but also taking into 
account the health and .safety 
aspects. .517 
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Protesting World 
Bank Aid 


ON January 22, ‘Yuvajanavedi*. the militant 
democratic youth wing of CPI(M1.) Red 
Flag ghcrao^ a World Bank team headed 
by one of its vice presidents Caros Mano 
glew, which arrived in Cochin The anti 
imperialist democratic youth organisation 
'Ytivajanavedi' (Youth Forum) had been 
carrying out in Kerala several militant strug 
gles against the anti-people economic, 
educational and cultural pohcies,of both the 
central and state governments since its in 
ception three vears back The vedi had come 
to know lioni press icporis ot the visit of 
a four member team of the World Bank to 
appraise the World Bank aided schemes tn 
the state and that on January 22 it would 
be reaching C ochin to have a discussion with 
the officials ot Cireater Cochin Development 
Authority (0( DA) regarding the Kerala 
Urban Development Project for Trivandrum, 
C ochin and Calicut, the blueprints of which 
were brought from World Bank head 
quarters The state committee of the Yuva 
janavedi issued a call to its members all over 
the stale to observe the day as a black day 
and to hold black flag demonstrations and 
protest marches wherever possible A deci 
Sion to picket the GCDA office in C ochin 
on that day was also taken Since the vedi 
was very particular to carry out these strug 
gles demociatically the resolution ot the 
state committee was released to the press 
and police in time At about II am on 
January 22, about 100 Yuva)anavedi acti 
vists came in a procession with black flags 
and carrying placards with ‘World Bank 
Monsters Go Back' inscribed on them After 
entenng the GCDA building, they forced 
their way into the conference hall, where the 
World ^nk team was having discussion 
with state bureaucrats 
This unprecedented act has sent shock 
waves throughout the country and created 
a storm in the bourgeois political circles in 
Kerala and everyone was foaed to take post 
tion on this event Naturally, all ruling class 
political parties condemned it Most of the 
newspapers after vehemently denouncing it 
tried to characterise this demcKraiicatly 
waged struggle as an assault The Con 
gress(l)>led opposition in the Kerala 
assembly tried for an adjournment motion 
over this issue The motion being rejected, 
the entire opposition staged a walkout The 
chief minister Nayanar and hts colleagues 
also expressed their shock Furthei, to 
appease the opposition members of the 
assembly and to remove any displeasure that 
the World Bank dignitaries might have felt, 
Nayanar promptly deputed DIG Lakshmana, 
a police officer who had already proved his 
loyalty to the ruling classes during 
Emergenev by his “most effective handling 
of Naxalites in ltH.k up", lo Cochin Under 


his direction, the police raided the houses 
of many Yuvajanavedi activists and even 
threatened the members of the houses The 
police also tried to create a reign ot terror 
in Vvpeen, Pullurulhy and other suburban 
areas of Cochin On January 24. the police 
arrested three activists and one among them 
was most brutally tortured. On January 26. 
the district committee of Yuviqanavedt car¬ 
ried out a protest march through the maw 
streets of Cochin against the murder of 
Safdar Htshmi and the ongoing fascist 
onslaughts in the cultural field The pohee 
obstructed them and arrested them. Later 19i 
youths among them were chargesheeted for 
assault on the World Bank team and sent 
to jail but are now out on bail The Nayanar 
government had also appointed T N Jaya- 
chandran, a semor bureaucrat as a one-man 
commission to go into the whole issue and 
recommend other steps to be taken Though 
Nayanar took office after saluting the 
martyr's column at Alleppey in memory ot 
the martyrs of Punnapra-Vayalar who laid 
down their lives fighting impenalism and its 
local agents he had no hesitation in sending 
his police and bureaucrats to arrest and 
torture young revolutionaries who are 
fighting the same imperialist forces in 
another form Moreover, in Krrala. it was 
the rPl(M) which through their party 
organs had once been in the forefront of 
vehemently critiasing the economic poliaes 
dicuted by the World Bank and IMF which 
had dnven the third world countries into the 
debt trap 

„ , P J jAMtS 

Palai 

Lesfions of Secunderabad 
Conspiracy Case 

THl acquittal of 46 intellectuals—most of 
them poets and writers belonging to the 
Revolutionary Writers Association—in the 
Secunderabad C onspiracy Case is a signi¬ 
ficant development which would be welcom¬ 
ed by democratic forces everywhere The 
case, which was filed in August 1974, had* 
accused the writers of “w^ing war against 
the state'* The Additional Metropolitan Ses¬ 
sions Fudge of Hyderabad did not find the 
evidence convincing nor did he accept the 
prosecution argument that the writings poin¬ 
ting out people's problems and calling for 
resistance were seditious 
The case exposed the attitude ot the 
government towards writers who raised voice 
ot protest against social injustice Rather 
than respect the freedom of expression and 
go into the toots of the ptotest, the autho¬ 
rities subjected the critics to sevov repres¬ 
sion Fiiher the dissenters were put under 
conspiracy cases or under N$A and TADA. 
Poet \ ar.s \ara Rao, editor of Srjana. who 
was an accused in the Secunderabad Con¬ 
spiracy Case cannot get relief out of this 


dedtiott fceentae tkara are NSA, TADA and 
a flew more aUeged eonqyiracy caira still 
pending against him. In BUiw Virendia 
Vidrohi and Aiharjit Singh Sohi are langui- 
shuiginjai) These are only a few instances 
of the repreuion against cnttcal iiueDectuals 
Members of the Revoludenary Writen Aiso- 
ciauon m Andhra have been subjected to 
police terror for several years how. 

The Secunderabad Cose Ulustrates the 
nature of our judicial process During four¬ 
teen and half years of tnal ten judges handl¬ 
ed It one after another—m one instance a 
judge happened to be a former prosecutor 
of the case The public prosecutor rather 
rliar discharging his statutory obligation 
functioned as a mouthpiece of the police 
During the protracted trial poet Cheravad- 
daruju died m jail IVvo of the accused died 
in ‘encounters’ Even though there has been 
change ot parties tn power from Congress 
to Congress(I) and Ibiugu Desam there was 
no change tn the attitude of government 

People's Union for Democratic Rights 
calls upon democratic forces to demand the 
withdrawal of all conspiracy cases It 
demands immediate release of Van Vara 
Rao who has been in jail for several years 
and of Amarjit Singh Sohi and Virendra 
Vidrohi who are facing false cases This 
would be a step towards creating democratic 
climate m the country 

Manoranjan Mohaniy 

Secretary 

People's Union for 
Democratic Rights, 

Delhi 
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Another Plan for Punjab 


I t is not easy any more to work up enthusiasm for the 
government’s periodic announcements of plans to ‘solve’ the 
Punjab problem. The prime minister has been guilty of too many 
false starts and too many reversals of course. It is difficult to 
be sure that the steps announced him last yveek, in the course 
of his reply to the debate on the president’s address, were not 
intended really to side-track the growing criticism of the centre- 
run administration in Punjab which has been charged with 
extensively abusing the extraordinary police powers it has been 
armed with. There have been any number of reports of harass¬ 
ment of innocent people, sometimes of entire villages as in the 
Batata area of Gurdaspur district recently, and of corruption, 
bribery and extortion. Of course, it is true that with the 
approaching general elections the government has a strong 
political reason for wanting to appear to do something to bring 
the situation in Punjab under control. So far at any rate 
practically every one of the government’s major actions in 
relation to Punjab has been motivated by the electoral advantage 
it was likely to confer on the Congress(l). 

The plan announced by the prime minister does not add up 
to very much, but it has received a qualified welcome even from 
the opposition parties, no doubt because the situation in Punjab 
is so grave that everyone is anxious to clutch at straws. Following 
the prime minister's announcement, the remaining 188 Jodhpur 
detenus, imprisoned without trial since Operation Bluestu- nearly 
flve years ago, have been released, though 82 of them, including 
the SGPC chief, G S Tohra, have been rearrested to te tried on 
specific charges. The amendment to the National Security Act 
which renders it extra-draconian in its application to Punjab is 
to be withdrawn and the use of the Terrorist and Disruptive 
Activities (Prevention) Act, the Foreigners Act and the Armed 
Forces (Special Powers) Act is to be restricted to the seriously 
disturb^ parts of the state Jt is also proposed to withdraw cases 
registered under the Objeaionable Speech and Written Materials 
Act, including those against some journals. Rajiv Gandhi also 
announced that the hitherto somnolent cabinet committee on 
Punjab headed by external affairs minister Narasimha Rao would 
soon start a dialogue with the opposition parties. Finally, he 
disclosed, the process of holding panchayat elections in Punjab 
would begjn in this May and would be completed by 
August-September. 

The prime minister has claimed that the terrorists in Punjab 
have been isolated and have ceased to be a political force. It is, 
however, difficult to be convinced that the Punjab administra¬ 
tion’s measures have been ail that effective. While the govern¬ 
ment’s daily body-count of ‘terrorists’ killed and arrested has 
tended to be impressive recently, there has been no drop in the 


toll of the terrorists’ victims. Even the censored reports which 
appear in the newspapers indicate that in many instances the 
terrorists continue to be able to conduct their operations openly 
and with impunity. The accounts of the prayer meetings in many 
parts of Punjab to honour Satwant Singh and Kehar Singh and 
of bandhs and closure of educational institutions in protest 
against thdr hanging do not jell with the assertion of the political 
isolation of the terrorists. 

Whatever the veracity of the government’s claims about con¬ 
tainment of terrorism, reviving the political process in Punjab 
is not going to be easy. The political vacuum ip the state caused 
by the dismissal of the Barnala ministry in May 1987 has pro¬ 
gressively grown more acute. The Akali Dat is splintered and 
in a shambles and the SGPC is embroiled in corruption charges. 
Even the left parties which had from time to time tried to con¬ 
duct political campaigns and mobilise popular opinion have been 
forced to retreat. Against this background, Rajiv Gandhi’s speech 
in parliament does not give cause for much hope. The govern¬ 
ment cannot expect to derive any great political dividends from 
the release, in driblets, of the Jodhpur detenus, for what staqds 
out is not the government’s magnanimity but the gross injustice 
of having kept such a large number of people, most of them 
now acknowledged to have been innocent, imprisoned without 
trial for almost five years. While the prime minister did not 
repeat his earlier wild accusation of alt opposition parties being 
in league with Khalistanis, he maintained that “at times [the 
government] did not get the support we should have from the 
opposition’’, referring specifically to the attitude of the opposi¬ 
tion parties to Operation Black Thunder. In fact, in this instance 
it was the government which failed to follow up last year’s police 
operation against the extremists holed up in the Golden Ibmple 
with any worthwhile political measures. Proof of this is the tc^ 
inactivity of the cabinet committee on Punjab. After the 
dismissal of the Barnala government the centre has consciously 
sought to sideline the opposition parties, especially the Akaiis, 
in Punjab so as to leave the field entirely to the centre-run 
administration and its police operatioits against the terrorists. 
This, of course, has been the major factor responsible for the 
political vacuum in the state The tone of the prime minister’s 
statement in parliament, in which .significantly there was no men¬ 
tion of the Punjab Accord and the reference to the sensitive issue 
of bringing to book those guilty of the massacre of Sikhs in 
1984 smacked once again of self-righteousness and complacency, 
did not suggest that there ha.s been any serious rethinking on 
the part of the prime minister and the government on these 
matters. In the circumstances the prime minister’s so-called 
package for Punjab cannot, for the present, do more than arouse 
mild curiosity. 
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'tME BtJDGEf' ' 

Finance Commission 
and Deficit 

Al.l finance ministers iiase a tendency to 
play down the budget deficit and therefore 
a certain amount of fudging of figures is 
only to be expected. But the central budget 
for 1989-90 has surpassed all budgets so far 
in its attempt to camouflage the revenue 
account def'icit. 

One principal, but uasaid, reason why 
accruals from petroleum price hikes were 
being kept in the capital account, as the Oil 
Co-ordination Committee's pool account, 
was that thereby the amounts thus raised 
would be available to the government with¬ 
out il being accused of resorting to ad¬ 
ministered price increases for revenue 
account purpuse.s instead of excise duty 
revision the yield from which would have 
been shareable with the states. That is how 
these accruals served to keep down the 
overall budgetary deficit. 

Now the finance minister has decided to 
transfer funds from the above mentioned 
pool account to the government’s revenue 
account to the tune of Rs 2,300 crore in 
1989-90. The printed budget documents and 
the budget speech do not make any mention 
of this major transfer. Nor is any explana-- 
tion offered for taking this step. Bui it is 
obvious that the purpose is none other than 
to show a revenue account deficit lower than 
what it would otherwise have been, namely, 
Rs 9,312 crore. 

The attempts of economists within the 
government to rationalise this step now, 
perhaps as an after-thought, have failed to 
carry conviction because no amount of 
sophistry can overlook the basic requirement 
that the revenue account is supposed to 
reflect the genuine current receipts and 
expenditures of the government. It must not 
be loaded with transfers of a capital nature, 
not even to or from the non-government 
sector of the economy. It is wholly il¬ 
legitimate to load it with transfers from 
within the government account. Clearly, if 
the government sector’s dissaving in 1989-90 
has to be worked out, it will have to exclude 
the figures of Rs 2,300 crore. 

In this context it is pertinent to refer to 
the Ninth Finance Commission’s award for 
1989-90 which is predicated on the central 
revenue account deficit being contained at 
Rs 7,994 crore. Perhaps the finance ministry 
did not want to show a deficit higher than 
what had been decreed by the FinaiKe Com¬ 
mission because that would have lent weight 
to the criticism of thaun^lying assumption 
of the commission's award that the centre 
as well as the states would have to work 
towards a aero revenue account deficit by 
1994-I99S. It was on the basis of this 
assumption that the commission had justi- 


tbe sutes limited to a level close to that 
under the Eighth Finance Commission’s 
award. 

Whether or not the finance minister will 
be able to contain the revenue account deficit 
at even Rs 9,312 crore when the year comes 
to a close is an altogether different question. 
The danger is that attempts at further 
window-dressing cannot be ruled out. 
However, the Finance Commission cannot 
any longer hold on to the unrealistic premise 
of a quick wiping out of the centre’s revenue 
deficit. 


LEFT UNITY 

How Serious? 

EXCHANGES between the CPI(M) and the 
CPI about the unity of the two parties have 
been continuing since the CPI(M) general 
secretary E M S Namboodiripad was 
reponed to have positively assessed the pro¬ 
spects of its early materialisation. Soon 
afterwards, however, he clarified that he had 
in his mind only a closer unity of action but 
not the unification of the two parties. The 
CPI leaders, on the other hand, have been 
repeatedly urging the merger of the two 
parties. CPI(M )’s politburo member and the 
West Bengal Left Front government's chief 
minister Jyoti Basu has, however, been con¬ 
sistently opposing the merger proposal and 
has not shown any particular interest even 
in closer relations with the CPI specifically. 
He, it seems, is not in favour of regarding 
the party in any special light, that is, as 
anything different from the other Left par¬ 
ties with which the CPI(M) is in alliance. 

His latest statement in the course of an 
interview with the CPI(M)’s daily in Cal¬ 
cutta, Canashakti, was a repetition of the 
same old tune—only in a more intemperate 
tone. In this instance, he has dismissed the 
idea of a union with the CPI for all times, 
in addition to calling the CPI general 
secretary, C Rajesware Rao, a liar. This last 
epithet, because Rao was reported to have 
told the Bihar state conference of his party 
that the West Bengal state branch of the 
CPI(M) was particularly solicitous about a 
liaison with the BJP. 

The CPI spokespersons are right in poin¬ 
ting out that Basu’s outpourings amount to 
a violation of the code of fraternal decorum 
in interparty dealings within the Left Front. 
1Vufy, Jyoti Basu has displayed what miv lx 
called a callous indifference towards the 
importance and urgency of CP1(M)-CPI co¬ 
operation. If the CPI(M)’s old call for the 
Left and democratic unity, reiterated in the 
recent Itivandrum congress, is not an 
entirely empty slogan, then the Left unity 
as the cote of this wider alliance should be 
crucial to the CP1 (M)'b tactical plan and 
within this Left consolidation, a closer 


with thi widrnt fdomiphical ipiaadte ihg 
country in rdation to the other Left aUies 
of the CP1<M) cannot but be an object of 
special and particular cultivation. Jyoti 
Basu’s contemptuous dismissal of the CPI 
really betrays a lack of serious concern for 
left and democratic unity. 

This, of course, does not mean that the 
time is really ripe for the CPi(M)-CPI 
merger or that its realisation will serve any 
solid political purpose. There are too many 
hazy areas in the ideology and politics of 
both of these parties—such as the Stalin 
question, the role of the parliamentary 
politics in the strategy for radical socio¬ 
political transformation and the real nature 
of their present parliamentary practice, and 
so on. Without a lot of homework on these 
problems, a patchwork unity of the two 
parties will only lead to a repetition of the 
factional politics within the reunified 
party—that is a repetition of the pre-split 
phase of the CPI. 

In any case, Jyoti Basu is particularly 
wrong when he admonishes the CPI leader 
for meddling in the CPl(M)’s affairs and 
advises him to mind his own business. He 


should have remembered that all political 
formations in a country—and indeed in 
today's ciosely integrated world—are 
everybody’s ’business', because of their pre¬ 
sent or potential impact, good, bad or 
indifferent, on the socio-political milieu! 


BHOPAL 

Government's Gain 

WHILE there is a lot that can be said 
against the settlement agreed to between the 
government of India and Union Carbide and 
released by our Supreme Court and these 
objections need to be voiced fully and force¬ 
fully, if for nothing else just to bring out 
what one informed commentator has des¬ 
cribed as “the enormous and tragic con¬ 
sequences of this decision for Indian law. 
jurisprudence and political econmny”, there 
are some important aspects of the icnlement 
which should not be overlooked. 

To start with, there is the provision of tlw 
settlement regarding payment of only S 425 
million out of $ 470 million in foreign 
exchange and the balanee of S 45 million in 
rupees: Is this linked to the division of liabi¬ 
lity between the parent American company 
and its Indian counterpart? Or is h supposed 
to put a valuation on the assets of the Indian 
subsidiary and implicit in this arrangement 
is some sort of winding up of Union 
Carbidtfs interest therein? In either case; dre 
basis of the allocation between dollar and 
rupee p^rments is unclear, indeed quite 
mystifying. 

Since it is the government of India which 
has been designated as the custodian of all 
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h b importimt to be clear about ho# the 
cuttodian will diqxjse of the funds it receives 
on behalf of the claimants. Are amounts 
supposed to have been spent by the centre 
and the state government' on relief and 
rehabilitation of the victims to be deducted 
first before the claims to compensation can 
be considered? If so. should it not be spelled 
out clearly vrhat is deductible and what is 
not? Otherwise, there is a serious danger of 
all types of government expenditure with 
only the remotest of link to the disaster being 
shown as deductible But in all fairness, why 
should any expenditure incurred by govern¬ 
ments, central or state, on relief at all be 
allowed to be deducted, particularly when 
the total amount of compensation which the 
government of India has agreed upon is so 
very inadequate? Why not deem the govern¬ 
ment's claim as the last charge, if at all the 
( claim merits ai^ consideration? 

It needs to be remembered in this context 
that the government of India is the im¬ 
mediate beneficiary of the settlement in the 
sense that it receives straightaway the cor¬ 
responding foreign exchange. In fact a case 
could legitimately be made that the govern¬ 
ment of India should supplement the rupee 
equivalent of the dollor funds payable by 
Union Carbide by 15 per cent, equivalent to 
the tax charged currently on purcha.se of 
foreign currency by Indian citizens travelling 
abroad. 

KALAHANDI 

Political and Other 
Sharics 

wrrH Congressfl) politicians, concern for 
their personal security takes precedence over 
the security of the common people In 
Kalahandi in Orissa, while drought-hit 
villagers are fleeing their scorched plots of 
land and homesteads, the state’s chief 
minister. J B Patnaik, is at present engaged 
in touring these deserted villages and pro¬ 
mising the absent inhabitants (through press 
conferences for visiting journalists transpor¬ 
ted by the government's information officen 
as part of the chief minister’s entourage) 
about relief measures. In the process, roads 
are cordoned off, public transport is stalled, 
and opposition political leaders and workers 
are put behind bars—all on the plea of pro¬ 
viding security for the chief minister and his 
retinue of VIPst 

On Pebrurary 17, Patnaik arrived in 
Kalahandi. The same afternoon the police 
swooped down upon a meeting of Janata 
Party members at Kasurpada in Kalahandi, 
who had gathered thm to discuss the 
drought sltuatum in the district. Those 
detained by the police included two «• 
MLAi, Pratap Deo and Dhaneswar 
Majhl. They were kept detained in the 


Reserve Poliee Lines all thtough tlib chief 
minister's programme in the district. 

Even common citizens suffer because of 
these VIP visits. TVansport along the main 
road linking Kesinga and Bhawanipatna (the 
administrative headquarters of Kalahandi)— 
including buses on the second day of the 
chief minister’s visit—was stopped to allow 
a long convoy of Marutis, Ambassadors and 
jeeps packed with ministers. Congress (I) 
politicians and workers, state government 
ofricials and, of course, the ever-present gun- 
toting security personnel to pass. The VIPs 
from within their closely-guarded cars folded 
their palms in ‘namaste’ and some waved 
their hands, to acknowledge the presence of 
the stranded passengers, presumably under 
the impression that they had ail converged 
there to greet them. 

Meanwhile, in Kalahandi, the villages look 
haunted. A journey from Bolangir to 
Kalahandi (the most critically drought- 
affected areas) unrolls vast stretches of 
parched earth, presided over by vultures 
feeding upon dead cattle, lb escape a similar 
fate, the villagers have deserted their homes 
in search of livelihood elsewhere—in some 
cases as far as Durgapur in West Bengal and 
Kashmir and Nepal in the north. Families 
are breaking up with desperate parents sel¬ 
ling off their children (at least two such in¬ 
cidents have been confirmed by the Madhya 
Pradesh Congressfl) president Chandulal 
Chandrakar from information gathered by 
him from Oriya migrants who had crossed 
over from Kalahandi to the neighbouring 
districts of Madhya Pradesh). 

Along with vultures, the bureaucratic 
sharks are as active as ever. In both Kala¬ 
handi and Bolangir, the drought-hit smalt 
farmers have been served notices by banks 
and co-operative societies for non-payment 
of loans. Their properties are being attached 
and auctioned, since due to the drought 
(which had continued for the last three 
years) they had not been able to produce and 
sell anything to repay the loans. A new class 
of rich farmers, contractors and petty 
businessmen are waiting behind the scenes 
to step in and buy their land and properties. 

There is an ironical twist to the present 
plight of Kalahandi. It used to be a rice- 
surplus area, and in 1943 it sent rice to 
Bengal when the latter province was reeling 
under a famine which is still described as 
‘man-made^ (because of the deliberate policy 
of the British government to divert food- 
grains to feed its soldim in the second world 
war). Ibday Kalahandi is facing a 'man- 
made^ drought—caused by years of irrespon¬ 


sible and indiscriminate felling of trees by 
commercial loggers and contractors, who 
occupy important positions in J B Patnaik’s 
political set-up. 

POLITICS 

Electoral Tactics 

BJP POl ITICIANS and some commen¬ 
tators have been interpreting the approach 
of the CPI and the C'Pl(M) to the question 
of electoral tactics as some sort of an artful 
dodge with a view to forestalling the 
emergence of an alternative to the Rajiv 
Ciandhi regime. If there is any truth in such 
allegations, it will be at best a half-truth. The 
two communist parties make no secret of 
their dilemma; they have clearly and 
repeatedly declared that in their view the 
problem before the country is not merely 
that of displacing the present regime but also 
of its suitable and desirable replacement. 
The key criterion of their judgment on the 
suitability and desirability of the substitute 
government is its capacity for and commit¬ 
ment to building up broad based popular 
unity, cutting across religious, caste, lingui¬ 
stic, ethnic, etc, differences. They are can¬ 
didly disappointed to find the fledgling 
National l-ront and its constituent parties 
and fractions thereof considerably wanting 
in this respect. Hindu revivalism, caste and 
ethnic domination and oppression, apart 
from personal misconduct along with in¬ 
satiable hunger for power and wealth, mark 
the physiognomy of most of the constituents 
of the new Janata Dal as much of the old 
'Janata Party as also of the National Front. 
All this would certainly justify hesitation in 
welcoming the substitution of the Rajiv 
Ciandhi regime with the contrived concoc¬ 
tion of the Janata Dal or the National Front. 
This indeed is not the dilemma of the two 
communist parties only, this is likely to be 
the dilemma of the Indian electorate as a 
whole. 

If the dilemma of the two communist par¬ 
ties is real, it, however, is not necessarily 
justified. It overlooks the crucial fact that 
what distinguishes the Rajiv Gandhi regime 
from any of its motley substitutes of the 
Janata Dal/National Front genre is the 
former's capacity for more effective totali¬ 
tarian transformation of the state and 
society. This arises from its achieved 
authoritarian character under one-man rule 
over the Congress Party as well as the 
government. Any opposition combination, 
on the other hand, because of its hetero¬ 
geneous character, will be organically 
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handiotpped in its uithoritariM adventoitt. 
TIk fundamentaJ weakness of the two com- 
munin parties, however, is that their political 
positions, to the extent that the draft 
political resolutions for the respective party 
congresses truthfully reveal them, are rather 
eclectic in character and fail to focus on the 
problem of democracy as the central pro¬ 
blem of tactical orientation 

VICTIMS OF ‘DEVELOPMENT 

The New Nomads 

PASTORAL nomads may have gone out of 
circulation in the Indian countryside. But 
they have been succeeded by a new class of 
nomads—thanks to the so-called program¬ 
mes ol ‘development’ in our country. 
Whether it is the Narmada Dam in west 
India, or the setting up of the Karwar naval 
base in Karnataka, or the National Alu¬ 
minium (NALCO) project in Koraput, these 
ambitious projects are displacing large 
sections of the rural poor who seem to be 
doomed to move from one place to another 
for the rest of their miserable lives. 

Even when these victims of ‘development’ 
are settled by the government in some other 
part, they are soon uprooted by yet another 
‘development’ project. In Koraput, for il^ 
stance, entire villages have been displaced 
more than once within the 16 years—first' 
with the establishment of the Hindustan 
Aeronautics (HAL) project in 1962, follow¬ 
ing which they were settled elsewhere, and 
for the second time they were ousted from 
these new settlements again in 1978 when the 
Upper Kolab hydro-electric project came 
up. Thus, they are forced to be constantly 
on the move. 

Every official plan of compensation to 
and rehabilitation of these oustees provides 
a bonanza to the host of petty bureaucrats, 
contractors and middlemen, through the net 
of whose tight-knit fingers a few crumbs 
from the officially allotted compensation 
amount trickle down to the displaced 
villagers, the rest of the amount being shared 
among the nexus at the top. Official pro¬ 
mises of land end up with the allocation of 
uncultivable plots which are soon given up 
by the oustees who move out again in search 
of a livelihood. Their transition from land- 
based agriculturists to nomadic semi-urban 
proletariat begins when the contractor steps 
. in, and herds them all for work on some con¬ 
struction site, where another ‘development’ 
project is coming up. From now on, there 
is no end to their odyssey. Once the construc¬ 
tion is over, they (being unskilled) are 
dispensed with, and they move on (herded 
again by some other contractor) to a new 
site lack of a permanent means of liveli¬ 
hood forces them into a permanent bondage 
to the contractors. 

Without the freedom of movement of the 
traditional nomads, the new nomads aib 
controlled by the contraaor who alone 


dcterndim aiiete Biid tihey JIM eb1)e ‘ 
employed. The bus-loads or train-loads of 
poor migrant vil^en with their little 
belongings and families which we see 
moving from one place to another may give 
a deceptive picture of inter-s(ate mobility of 
free citizens. Behind them looms large the 
ever present, although diKieetly hidden, 
contractor or his agents, who control every 
step they make, it is a mobile concentration 
camp, with all the invisible barbed wires of 
socio-economic constraints. 

In Raipur in Madhya Pradesh recently 
some contractors were intercepted by 
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they atere tildnf didught-hlt ^giants ftont 
villages for work in some distant plaoa The 
volunteers literally snatched the migranu 
from the clutches of the contractors and 
took them in a procession to the district odl-. 
lector demanding drought relief for them. 
Since then the contractors have started 
changing their tactics. In January dds yeu, 
they collected groups of poor villagers who 
were looking for jobs, and took them in 
buses to Allahabad and other places in UP, 
with banners describing them as ‘Kumbha 
Mela pilgrims’ in order to escape detection. 


COTTON 

Questionable Export 
Deals 

THE export of Bengal deshi cotton has been 
the subject of animated discussion among 
persons in the cotton trade This has had 
little to do with the timing of the quota an¬ 
nouncement or the quantity released for ex¬ 
port. Though the government did take quite 
some time in making up its mind on the 
recommendation of the Cotton Advisory 
Board, the quota was announced on January 
23 by which time it was abundantly clear 
what the Bengal deshi crop was like. And ‘ 
the export quota of 50,000 bales—40,000 
bales for private trade and 10,000 bales for 
the Cotton Corporation of India—could by 
no means be termed as sinall. A larger in¬ 
itial quota could well have had the effect of 
depressing prices abroad. 

The trade has been deeply exercised over 
the government’s total unconcern about the 
several disturbing aspects of export deals. 
The stipulation regarding minimum export 
prices having been done away with, the 
export quota was to be allocated on high 
price basis. Against the private trade quota 
for 40,000 bales, applications for export 
received by the Ibxtile Commissimier’s office 
were for over 88,000 bales. But surprisingly 
enough not a single established cotton 
exporter has figured in the list of successful 
applicants. The entire quott went to five 
firms which had seldom been known to have 
exported any cotton previously. And what 
is even more significant all these five non- 
traditional exporters belong to one group 
which has little reputation for any com¬ 
mendable track record in the diverse 
fields—paper and textiles—it operates. 

The allotted quou comprised 6,000 bales 
of fine, 14,000 bides of superfine and 20,000 
bales of extra superfine cotton. The prices 
quoted were 273/274 cents per kg, for fine, 
274/275 cents for superfine and 277/279 
cents for ectra superfine variety. Ikaditional 
exporters with extenstye etperience and 
thorough knowledge df irttricades of the 


cotton business and having close contacts 
with Japanese buyers failed to capture any 
business as the hi^iest price quoted was 187 
cents a kg for fine and 202 cent for extra 
superfine. In other words, non-traditional 
exporters, relatively new to this intricate 
business, were able to realise 35 cent to 40 
cent per lb more than the traditional 
exporters. 

The Cotton Corporation of India could 
not negotiate any export deal and its quota 
was subsequently transferred to the private 
trade. The point worth noting is that if the 
CCl could not put through any export 
business it is ceitainly not because it does 
not have the requisite expertise to compete 
with the private trade. The harsh fact is that 
the corporation is in no position to mani¬ 
pulate invoice prices the way the trade can 
to outbid its competitors. It is unfortunate 
that the CCI should have to forego an op¬ 
portunity of good profitable business due 
to the presence of unscrupulous elements in 
the trade. 

The question naturally arises as to how 
,non-traditional exporters could succeed 
where traditional exporters failed. How 
could the five parties (firms) negotiate con¬ 
tracts with Japanese buyers at prices which 
are ridiculously high—about 35 to 40 cents 
per lb higher than the that prevailing prices? 
Pakistan is known to have sold its de^ cot¬ 
ton fine quality to Japan at 65 cenu a lb. 
Because of its superior quality, Indian cotton 
(Bengal deshi fine) could at best have fetched 
5 to 6 cents a lb more 

All this lends credence to reporu that the 
five ‘successful* firms, belongiiig to one 
groufxhadsoldcottoatothejrownrapnsen- 
tatives in Japan at fancy prices simidy to take 
advantage of tax concessions rdating to 
export activity and carry out some impor¬ 
tant adjustments—maybe to finance under- 
invoiced imports fmn Ji^n effected by 
tl^ and/or to launder unaccounted money 
lying outside the country. 

Offldato in the Itoitlle Commisnoiier*s 
office deaHng with cotum export activity 
cannot pretend that thQP were unaware of 
the prices prevailing in Japan and/or they 
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D«K mam ma aanrmm uw nocKioa er 
«cpon quotas on the basis of Mfh prices. 
How acpoiten went about their business was 
not thdr concern so long as the application 
. for export quotas conformed to the pre¬ 
scribed con^ons. But this is taking too 
casual a view of an important iuue which 
can have much wider imidications. There is 
ample evidence to prove that the prices bid 
by the ‘successful’ parties who have been 
allotted the entire quota had. been highly 
inflated to subserve certain ends in utter 
disregard of business norms and that the 
legitimacy of these operations is ques- 
UotMbk. Reports are that the Ibctile Com¬ 
missioner did sonnd New Delhi on the issue 
of highly inflated prices and that the textile 
ministry chose to keep mum. A thorough 
prtdse into the various aspects of the export 
deals could prove to be quite revealing. 

Being an intricate commodity export of 
cotton calls for special skills which can be 
acquired only through experience. It is, 
therefore, natural enough for the well- 
established etporters of cotton to feel deeply 
hurt at being out-manoeuvred by the little- 
known firms without any worthwhile ex¬ 
perience and thereby being deprived of a 
highly profltable business opportunity. 
Availing of their intimate contacts with the 
cotton importing firms in Japan, quite a few 
established shippers are reported to be dead 
set on exposing the machinations of the 
Arms in cornering tlw export quota and foil¬ 
ing the ingenious attempt of the group 
behind the export exercise. It is not unlikely 
that the group which has manoeuvred to 
secure tlK entire export quoui of40,000 bale.s 
may be obliged to evolve some arrangement 
to share its profits with the established 
cotton exporters. 

DECONTROL 

Mixed Reaction 

THE total decontrol of aluminium and 
cement, though long anticipated, may not 
prove to be an unmixed blessing for all the 
units in the two industries, more so in 
cement. Significantly, cement company 
shares have not responded positively to the 
announcbment of decontrol, while alumi¬ 
nium shares have witnessed a spurt. Thanks 
to substantial increases in capacity and pro¬ 
duction, in both industries supplies now 
exceed demand. While the surplus in 
aluminium is yet only marginal, it is nearly 
three million tonnes in the case of cement. 

Over Uie past few years, the price dif¬ 
ference between levy and open market 
cement has narrowed considerably even as 
the levy quota has been progressivdy 
reduced. At the same time; beoi^ of fhlling 
capad^ utilisation, production oosu have 
tow up. It is qyyt ^ thru at the end of 
'MMO the cement inihHtry mqy be saddled 
urkh a eiaptae of around fbiff millkm lonnet 


aao eiiont are uemg^made to ai^wt this 
quantity. Hence whfle wdeoming deconool, 
cement industry sources say that the situa¬ 
tion is not going to be rosy. With decontrol 
competition is going to be stiffer. The 
cushion of the levy quota (against which 
producers used to get 75 per cent advance 
payment on despatches) will not be there any 
more. This may create liquidity problerhs for 
many units. The relatively weaker units in 
the industry will find it ail the more difficult 
to face the emerging competition since at 
present there are wide variations in the cost 
structures of units and there are differences 
in levy obligations and retention prices. 

According-to the Cement Manufacturers 
Association (CMA), the process of adjust¬ 
ment for the industry has been made dif¬ 
ficult by the hike in nulway freight and in¬ 
crease in other input costs. While the average 
freight hike is 11 per cent, cement will have 
to bear an almost 20 per cent increase ow¬ 
ing to the change in classification. Industry 
representatives have already decided to ap¬ 
proach the r^way minister for seeking relief. 
Units located in the south will apparently 
have to bear a much higher freight burden. 

It is, of course, possible that cement com¬ 
panies may form cartels and effect produc¬ 
tion cuts to realise a better price. Also, the 
demand for cement may go up because of 
the emphasis on housing in the 1989-90 
' budget. 

In the case of aluminium, however, the 
producers arc jubilant over the decision to 
lift price and distribution controls. It is 
expected that the price of the metal will go 
up by about 15 per cent as a result of de¬ 
control. Naturally, there is apprehension that 
this will adversely affect the power develop¬ 
ment programme and other aluminium¬ 
using industries are also unhappy. 

The surplus in aluminium in 1989-90 may 
be only marginal at about I0,(XX) tonnes. 
According to govenuneni estimates, with the 
public sector National Aluminium Company 
(NALCO) becoming fully operational, total 
production is expected to go up to 4,80,000 
tormes in 1990-91 while demand is estimated 
at 4,35,000 tonnes. Demand and supply are, 
however, expected to match at 5,10,000 
tonnes in 1992-93. Thus the surplus situa¬ 
tion in aluminium is not expected to last 
beyond 1992 unless additional capacity 
materialises. There is a possibility of some 
additional capacities materialising by 
1993-94 since NALCO; HINDALCO and 
BALCO have showed interest in expanding 
their c^mcities by 1,10,000 tonnes, 100,000 
tonnes and 50,000 tonnes respectively. 

In any case, uniu in both the cement and 
akuninium industries wUl no more be able 
to put blame for their inefficiency on the 
government's price and distribution controls. 
Unless they go in for modernisation aimed 
at cost reduction and increased productivity, 
the weaker units may be forced to go out of 
business. 




TWENTY YEARS AGO 

bPlV. March 8, 1969 

The union budget is not the occasion 
for being facetious. But since the finance 
minister himself has abstained from any 
serious effort to grasp the opportunities 
for renewed growth, what else can one 
seire upon except the proposed increase 
in the area under poppy to meet the 
greater demand for opium? To the gene¬ 
ration that seeks opportunities for 
beneficial employment of its talent and 
skills, the budget, announced as Arst of 
the scries for the Fourth Plan, offers lit¬ 
tle. even of hope. True, prices arc relat¬ 
ively stable, the economy has shown signs 
of rc\ ival and the balance of payments 
IS III a less parlous .state than before.'Of 
what avail aic all these unless the econo¬ 
my is put back, on the growth curve? 

Whethei or not it is officially 
acknowledged, the Flan holiday has been 
extends'd by another year. Posterity, 
which seems not to disturb anybody in 
governmem will not ftirgive the time lost. 
» * • 

The West Asian situation has turned 
tinpalatublN soiii for the brave .souls 
ciiguged III peace-makings This is at¬ 
tributable to two developments, above 
all. First, the Israeli government has 
approved and put into operation a plan 
to annex and colonise chunks of occu¬ 
pied Arab territory. Second, the active 
confiontation in West Asia is increa.singiy 
getting to be between Israel and the Arab 
guerillas, loosely organised under the 
umbrella of the Palestinian Liberation 
Organisation, instead of between Israel 
and Arab governments. 

* « • 

With the chief ministers' conference 
(list three weeks away and with the revi¬ 
ved hope that the rabi crop too would be 
a good one, pressures and counter- 
piessiires seem to be mounting at the 
central food ministry to relax the restri¬ 
ctions on inter-7onal movement of food- 
grains .. A buffei* stock is cential to any 
longer-term execution of the centre’s food 
strategy and, at the end of this agricul¬ 
tural yeai, we will have for the first time 
achieved the target for buffer stock ac¬ 
cumulation, having garnered some of the 
sui pluses ot two successive good 
harvests. 

To let their machinery rust now, under 
the mirage of successivdy better harvests 
with the new agricultural Strategy, would 
be to remove the bottom of stability from 
under that very strategy... Despite the 
two-pronged strategy of HYVP and irri¬ 
gation programmes for the Fourth Plan, 
then, the next five crop years are unlike¬ 
ly to resemble the tidy progression of a 
five per cent cumulative increase in pro- 
i duction that is outlined in recent Fourth 
! Plan exercises. 


487 



CIVIL LIBERTIES 
Protesters Dubbed Spies 

A G Noorani 

The Gujarat government is invoking the Official Secrets Act to 
suppress agitations against the Narmada Project. How valid is the 
use of this act in these circumstances? 


HITHERTI^, thcOfl'icial Secrci.s Act. i 
was ptcsseJ into set vice to silence dis 
and to stitic the people’s nnht to know how 
their at’t.iirs ate being conducted by their 
representatives It was left to the Gujarat 
government to carry the abuse a stage fur¬ 
ther and to arrest protesters and 
demonstratois as .spies. 

The act, which is a replica of the British 
Official Secret Act, 1911, is a blot on the 
.statute book. It falls broadly into two parts. 
One (section 3) concerns espionage and the 
other (section 5) concerns communication 
of official information. Section 5 is modell¬ 
ed on section 2 of the British act and no 
jurist with any self-respect defends it. Since 
it directly aftccts the press, comment has 
hitherto been confined only to the ‘catch¬ 
all’ quality of section 5. No one bothered 
much about section 3 which deals with es¬ 
pionage. 1'he Gujarat government has seen 
to it that the neglect is abandoned. As the 
Indian Express reported (February 22,1989), 
the government Ls invoking section 3 to sup¬ 
press demonstrations against the Sardar 
Sarovar Project in Bharuch district. About 
120 eminent citizens have signed a memo¬ 
randum to the prime minister urging a 
critical reappiaisal of the Rs 13,.S00-crore 
scheme. People in the villages have rallied 
to their .support and participated in the ‘Nar¬ 
mada Bachao’ campaign. 

But on October 18,1988, the state govern¬ 
ment declared 12 villages in the vicinity of 
the dam site at Navagam village as ‘pro¬ 
hibited area' under the act. On January 30, 
1989, Martyt s' Day, the district authorities 
arrested 18 persons under the act when they 
suged a symbolic demonstration at Kevadia 
village. Arrested when they defied pro¬ 
hibitory orders imposed in the area, they 
were charged w ith espionage under section 
3 of the act. The law will take its course and 
the coilrts will judge on the facts of this par¬ 
ticular case. 

But the use of the act in these cireum- 
stancc.s is of national interest and deserves 
national attention. Section 2(8) of the act 
defines a ‘prohibited place' under four 
categories. Broadly thej' are (a) any work of 
defence u.sed by the government: (b)any 
place not belonging to the government but 
used for defence; and (c) “any place belong¬ 
ing to or used for the purpose of government 
which is for the time being declared ^ the 
cemtal government, by notification in the 
official gazette, to be a prohibited place for 
the purposes of this act". 

But this docs not confer a blanket power 
at all foi clause (c) proceeds to add that the 


notification must have been made “on the 
ground that information with respect 
thereto, or damage thereto would be useful 
to an enemy, and to which a copy of the 
notification in respect thereof has been af¬ 
fixed in English and in the vernacular of the 
locality”. 

Literally read this can apply to any public 
place—any bridge, beach or park. But the 
clause envisages clearly a place which war¬ 
rants due secrecy. The last category (d) refers 
to railways, roads and a host of other places 
declared by the central government to be a 
prohibited place on the same grounds. Here 
again, this docs not mean just any place. It 
is clause (c) which is relevant. Its scope 
becomes apparent in the light of the 
language used in section 3. Clause (I) of the 
section reads thus; 

If any person for any purpose prejudicial to 
the safety or interests of the state; (a) ap¬ 
proaches. .. or enters any prohibited place: 
or (b) makes any sketch, plan, model or 
which is calculate to be or might be or is 
intended to be directly or indirectly useful 
to an enemy; or (c) obtains, collects, records 
or publishes or communicates to any other 
person any secret official code or pass word, 
or any skrtch, plan, model, article or note 
or other document or information which is 
calculated to be or might be or is intended 
to be, directly or indirectly, useful to an 
enemy or which relates to a matter the 
disclosure of which is likely to affea the 
sovereignty and integrity of India, the securi¬ 
ty of the state or friendly relations with 
foreign states; 

he shall be punishable with imprisonment’ for 
a term which may extend, where the offence 
is committed in relation to any work of 
defence, arsenal, naral, military or air force 
establishment or station, mine, minefield, 
factory, dockyard, camp, ship or aircraft or 
otherwise in relation to the naval, military 
or air force affairs of government or in rela¬ 
tion to any secret official code, to fourteen 
years and in other cases to three years. 
Note that mens rea, criminal intention is 
an integral Ingredient of the offence so is the 
harmful effect of the action. The action 
must harm defence and be intended to in¬ 
flict that harm. However clause (2) of sec¬ 
tion 3 contains this draconic provision. 

(2) On a prosecution for an offence 
punishable under this section, it shall not be 
necessary to show that the accused person 
was guilty of any pwticular act tending to 
show a purpose prejudicial to the safety or 
interests of the stat^ and, notwithstanding 
that no such act is proved agiunst him, he 
may be convicted if, from the circumstances 
of the case or his conduct or his known 
character as proved, it appears that his pur¬ 


pose was a purpose prejudicial to the safetg 
or imeresis of the state, and if any sketch, 
plan, model, article, note, document, or in¬ 
formation relating to or used in any prohi¬ 
bited place, or relating to anything in such 
a place, or any Secret official code or pass 
word is made, obtained, collected, recorded 
published or communicated by any person 
other than a person acting under lawful 
authority, and from the circumstances of the 
ca.se or his conduct or his known character 
as proved it appears that his purpose was a 
purpose prejudicial to the safety or interests 
of the state, such sketch, plan, model, article, 
note, document, information, code or pa.ss 
word shall be presumed to have been made, 
obtained, collected, recorded, published or 
communicated for a purpose prejudicial to 
the safety or interest of the state. 

This provision is indefensibly too wide. Vfet 
even this cannot apply to demonstrations or 
protesters against any act or decision of 
public policy. 

The Indian Express correspondent con¬ 
tacted the authorities in the district and the 
Kevadia police station house officer. They 
were ‘‘unable to furnish the notification". 
Note that the requisite notification can be 
issued only by the central government, not 
by any state government. Read as a whole, 
sections 2(8) and 3(1) and (2) envisage two 
things. One is the prior notification by the 
central government as ‘prohibited place' a 
place where public entry would endanger 
defence and more so communication of in¬ 
formation with regard to it would harm 
defence. The other is that the outsider must 
have acted with criminal intent and his ac¬ 
tion is .such as might impair defence. 

By no stretching of words can these pro¬ 
visions be used against protesters or 
demonstrators. They might be prosecuted 
for violating prohibitory orders under sec¬ 
tion 144 of the Criminal Procedure Code 
They cannot be prosecuted under section 3 
of the Official Secrets Act 1923. If such a 
prosecution is launched, there should be a 
nationwide protest against it. A central act 
is being abused. It is a matter of national 
concern for it affects the fundamental rights 
to freedom of speech and to assembly. 


HOW BROKERS CHEAT 
SHAREHOLDERS 


This book It in eya-opamr. It raveils 
undartwwt dMlingt. manipulitions and 
lacrat oparations camad out by Shara 
Brokats and Industrialiata. It givat datailad 
account and analysts of all daalings at share 
bazaais, which ware navar batora revaaiad. in 
such simpla and easy to undaistand 
language The author speaks form personal 
exparienee and intimate first hand 
kiKHvladgs. Hg gives a detailed account of 
apaculation and its anthmetic, showing hew 
an investor can buy and saU shares wilhoid 
falling into traps laid by not-ao-honaat 
brokers Prteaf^SIV- 

laSenutBotial Book Houoe |P| Ltd., 
Homi Mody Street,- 
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The Economy and the Budget 

Anin Ghosh 


The overall economic situation, as unfolded in the Economic 
Survey, is a serious one: the dangers of inflation and a debt trap, 
both internally and externally, loom large This is the context in 
which the budget for 1989-90 has fo be examined. 


IT is obviously not possible lo attempt a 
detailed analysis of the budget immediate¬ 
ly after the broad outlines are revealed in 
the budget speech; one needs to study the 
likely impact of the diverse expenditures 
proposed and the manner of raising 
resources for the same. Nonetheless some 
broad comments are in order since the 
Economic Survey presented four days 
prior to the budget contains useful infor¬ 
mation on the state of the economy, to 
which the overall aggregates (in the 
budget) can be related. 

What is the state of the economy as in¬ 
dicated in the Economic Surveyl Despite 
the favourable output and price situation, 
there are three areas of urgent concern; 
first, the large overall budgetary deficit 
(s'temming from a large deficit on revenue 
account); secondly, the declining rate of 
savings in the economy (stemming essen¬ 
tially from the ‘dissaving’ by government; 
and finally, the precarious balance of 
payments situation, with the rate of in¬ 
crease in imports (by 28 per cent) ex¬ 
ceeding even an otherwise satisfactory ex¬ 
port growth (by 24 per cent) during April- 
September 1988 as compared to the cor¬ 
responding period of the previous year. 

An additional area of concern, over a 
longer period, is the failure of organised 
industry to provide any increase in 
employment, thus making the problem of 
employment generation for a rising 
workforce an acute one. 

Thus, the overall situation, as unfolded 
in the Economic Survey, is a serious one. 
TYue, the Survey has sounded an op¬ 
timistic note, it has to. Yet the dangers of 
inflation, of a ‘debt-trap’ both internally 
and externally—external debt repayment 
having already exceeded 24 per cent of 
cxports—loom large over the horizon. The 
budget has to be examined in the above 
context. 

First, one .should comment on the 
positive aspecu of the budget. One must 
say that the finance minister’s budget 
speech was competently written. In the 
grim situation outlined in the Economic 
Survey, the finance minister was clearly 
in a bind; he had few options, and by and 
large he has made a somewhat heroic at¬ 
tempt to redress the situation created by 
rash and erratic policies pursued over the 


past several years (which have led to the 
present budgetary and external payments 
crunch). 

Substantively, one must compliment the 
finance minister for (at long last) show¬ 
ing some initiative in regard to progressive 
direct taxation, halting and tentative as it 
is. The finance minister is also to be con¬ 
gratulated for raising the excise duty on 
automotive (passenger) vehicles, TV sets 
and other electronic gadgets et al, and, for 
doubling the tax on expenditure incurred 
in ‘five star’ hotels. It is also good to hear 
the finance minister say that “kit culture- 
based consumerism is not the objective of 
our industrial and trade policy and must 
be discouraged’’. Unfortunately, the most 
he can do is to collect some revenue from 
the ‘kit culture-based consumerism’ resul¬ 
ting from economic policies over the past 
several years; he cannot reverse the trend. 
But that is another matter. Ixt us return 
to the budget. The finance minister is also 
to be complimented for ‘holding’ the 
overall budgetary deficit, though one has 
to see whether the deficit shown in the 
budget is realistic or the result of deli¬ 
berate window dressing. In any case, this 
is where the positive aspect of the budget 
shades off into its negative aspects. 

The overall deficit in the budget is 
planned to be kept down to Rs 7,337 crore 
in 1989-90, which is marginally less than 
the revised estimate of the deficit in 
1988-89 (of Rs 7,940 crore). One wishes 
the overall deficit were budgeted to be less; 
during the current year, we have had two 
supplementary demands for grants and 
additional levies. (The supplementary 
demands involved Rs 2,618 crore; the 
budget speech makes no mention of the 
amount raised by additional resource 
mobilisation during the year as against the 
higher receipts from normal collections— 
only the gross inaease in tax revenue over 
the budgeted figure by Rs 776 crore being 
mentioned—and of the “savings arising 
from economy instructions”. In fact, of 
late, the budget has been progressively 
giving less information, this being but one 
isolated example.) There is the distinct 
possibility of defence expenditure—kept 
below this year’s figure 1^ Rs 2(X) crore— 
going up significantly; in fact, the finance 
minister has himself stated in his budget 


speech that, “government will not falmr 
in ensuring the highest level of defence 
preparedness”. It is certainly possible to 
envisage a reduction in defence expen¬ 
diture arising as a result of the withdrawal 
of the IPKF from Sri Lanka. But then, we 
have also been making noises about the 
Pakistani capability for making atom 
bombs, and with this public posture, the 
defence establishment may yet win out. 
One hopes that defence expenditure will 
really be kept down, and not revised 
upwards later, through supplementary 
demands for grants after the elections. 

But what is one to make of the lower 
provision for pensions during 1989-90 
than was actually spent during 1988-89? 
Consider the following figures of pension 
payments; crore) 

1988-89 (BE) 2,211 

1988- 89 (RE) 2,706 

1989- 90 (BE) 2,499 

After the Fourth Pay Commission recom¬ 
mendations. the dearness allowance of 
both existing employees and pension- 
holders has been rising. It is possible that 
there was a bunching of arrears payment 
during 1988-89, but then that must have 
been foreseen. Would a sharp reduction 
in the total disbursement during TW9-90 
from the current year’s figure (Revised 
Estimates) be possible? Especially when 
the periodic upward adjustment of dear¬ 
ness allowance may be expected to result 
in an increase in pensions also. 

In other words, there is a definite 
possibility of the budget estimates of 
expenditure proving to be underestimates, 
the result of which can only be an incieaw 
in the budgetary deficit. One has only to 
consider the increase in the revenue deficit 
in the Revised Estimates for 1988-89, to 
Rs 11,030 crore from the budgeted figure 
of Rs 9,842 crore, an increase by more 
than 12' per cent, to realise this danger. 

But that is only part of the pictute. 
Going through the revenue estimates, one 
is struck by the sudden increase in net 
‘administrative receipts’ from ‘economic 
services’. An examination of the receipts 
budget reveals that the net receipts from 
the ‘petroleum’ sector show a sudden 
jump from Rs 475 crore in 1988-89 (Revis¬ 
ed Estimates) to Rs 2,815 crore in 1989-90 
(Budget)—an increa.se of Rs 2,340 crore. 
Since the profits of the oil companies as 
well as taxes on petroleum products are 
separately accounted for (under appro¬ 
priate budgetary heads), this is clearly an 
item which calls for scrutiny, it transpires 
that around Rs 2,300 crore of the balance 
with the Oil Co-ordination Committee 
have been transferred fo the government’s 
revenue account as a current receipt. It 
must be noted in this connection that this 
amount does not—it cannot—represent a 
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to the .fovenimeat 
' ftom the of (he economy. Thh figure, 

therefore, has to be added to the flgure 
shown as the budgetary deficit. One had 
in the past got used to corporate capers, 
by way of transfer of depreciation reserves 
(including sums for which tax concession 
under the development rebate had been 
obtained earlier) to current revenues by 
private sector companies, for the purpose 
of declaring dividends. One has now to 
gel adjusted to the juggling of accounts 
by the government. No further comment 
is necessary. At any rate, the true figure 
of overall deficit would, in the event, not 
be Rs 7,.)37 crore but something like 
Rs 9.640 crore. 

Even if we assume the overall budgetary 
deficit to remain as now envisaged (inter, 
nally), that is, no more than Rs 9,640 
crore, and not to go up still further owing 
to expenditures for defence ei al, exceed' 
ing the budgeted figure, this order of 
deficit has serious implications for the 
following reasons. First, during 1988-89, 
we have had a significant import surplus, 
on top of a more than 9 per cent increase 
in the GDP. According to the Economic 
Survey, the anticipated net drawdown 
from our foreign exchange reserves during 
1988-89 may be as much as Rs 1.720 
crorc~by more than 22 per cent from 
Rs 7.687 crore at the end of March 1988. 
With our present level of foreign exchange 
reserves, the facility for a further draw¬ 
down of our reserves is no longer avail¬ 
able; and it would certainly not be pru¬ 
dent to bank on doing so. During the 
coming year, the overall rate of GDP 
increase may be at best some 5 to 6 per 
cent; the cushioning effect of the 9 per 
cent increase in net output (this yeai) 
would no longer be available. Hence, the 
danger of an inflationary increase in 
prices as a result of the unprecedented, 
large budgetary deficit is very real.' 

In the final chapter of the Economic 
Survey, it is frankly admitted that the 
“stagnation in the .savings rate can be 
largely attributed to a deterioration in 
savings b)’ the public sector and... dissav¬ 
ings on government account”. The Survey 
goes on to say that, “Restoration of better 
balance between government revenues and 
expenditures is essential for. . enhancing 
future prospects for price stability”. The 
Economic Survey was presented to parlia¬ 
ment by the finance minister as recently 
as February 24; four days later, tlie self¬ 
same finance minister presents a budget 
with an even larger gap between govern¬ 
ment expenditure and government revenue 
than in the past. There is little mention 
in the budget speech of price stability 
except the expression of satisfaction that 
the rate of increase tn the wholesale price 
index up to the end of January this year 
was no more than S per cent and the 
“governrneni... are determined to ensure 
effective containment of inflation”. How, 


be able to do so in tte face of tlie stdrk 
reality that the facility of a large import 
surplus would no longer be available? 

The accent in the budget speech is on 
“growth, modernisation, self-reliance and 
social justice”, but there is little evidence 
of progress towards self-reliance—imports 
exceeding exports by a wide margin, and 
more particularly, the rate of increase of 
imports exceeding that of exports—and 
there is no indication of a realisation that 
there is a vital link between internal and 
external balance. More speciFically, there 
is a vital link between a balance between 
government receipts and expenditures on 
the one hand and inflation on the other. 


This budget is undoubtedly inflationary. 

Al the root of our current problems is 
the stagnation, in fact, decline in the rate 
of domestic saving, due entirely to fiscal 
imbalance. The Economic Survey 
recognises the link between the budgetary 
balance and the overall internal balance. 
Yet, the budget speech contains the facile 
statement that “As much as two-thirds of 
the budget expenditure really take the 
form of financial transfers... by way of 
interest, subsidies, grant.s, loans, ecF’ The 
interest payment of Rs 17,(X)0 crore 
budgeted for 1989-90 arises because the 
government has, since 1980-81, increasing¬ 
ly sought to meet current expenditures by 
borrowing. 

The present finance minister, it mu^l be 
admitted, has inherited government 
finances in a shambles. He has made an 
attempt to contain expenditure, e g, on 
defence, and to raise taxes equitably. Un¬ 
fortunately, the dose is too little, too late. 
This being an election year, really harsh 
measures (required in a crisis situation) are 
ruled out. Perhaps a successor govern¬ 
ment would have to lake the odium of 
taking sterner measures and exercising 
greater discipline. One sympathi.ses with 
the predicament of the finance minister. 
One cannot, however, sympathise with the 
juggling of the figure of the budget 
deficit. 

There is focus in the budget on the pro¬ 
gramme o( employment generation in the 
rural areas. Consider, however, the follow¬ 
ing figures, giving the allocations under 
Rl.LGP/NREP; 


(Rupees crore) 


1988-89 1988-89 1989-90 

iBudget) (Revised) (Budget) 


RI.EGP 7.10 0 729.0 681.2 

NREP 529.4 529.4 530.0 

Total 1259.4 1258.4 1211.2 


It has to be noted that RLEGP is one 
hundred per cent ccmtally-funded, 
whereas for NREP the states arc required 
to make a matching contribution. Thus, 
three important questions arise. First, the 
centre has reduced its allocation under 
RLEGP by Rs 48 iTOrc. Secondly, as a 
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funded to the extent of 7$ per cent—(he 
total amount available under these two 
programmes taken together (and counting 
the funds available from both the centre 
and the states), would stand reduced from 
Rs 1,788 crore in 1988-89 to Rs 1,615 crore 
in 1989-90. True, there is now the addi¬ 
tional allocation of Rs SOO crore for 
employment generation in 120 selected 
districts (which are yet to be identified). 
But this is where the third problem arises. 
Where was the need for yet another dif¬ 
ferent programme, and who is to ad¬ 
minister it and how? There is no indica¬ 
tion of the answer to any of these ques¬ 
tions. Apparently, the states are not to 
have any say even in the matter of selec¬ 
tion of the districts. It is possible that the 
money is to be spent to gather support for 
the'party in power at the centre—in 
districts specially chosen by it—before the 
general elections. The proliferation of ad¬ 
ministrative mechanisms only increases 
the cost of delivery of the services/ 
benefits intended to be reached to those 
for whom the programme has been 
designed. For this reason also, one would 
have wished for an increase in the totality 
of funds made available under RLEGP/ 


NREP, in lieu of an entirely new pro¬ 
gramme for employment geneiaiion in the 
rural areas. 


One must acknowledge, however, the 
positive element—an increase in the total 
allocation of funds for rural employment 
generation—which would work out to 
some 19 per cent, taking both the centre 
and the states contribution, from Rs 1,788 
crore in 1988-89 to Rs 2,11.5 crore in 
1989-90. 


What of the various other facets of the, 
budget? Perhaps mention is necessary 
here of only three major policy areas. 
First, the thrust for import liberalisation 
appears to have continued. The lowering 
of the import duty on a large number of 
items of machinery and equipment—in 
the name of modernisation—appears to 
be.quite misplaced. For example, in addi¬ 
tion to the fertiliser industry which has 
continued to eiijoy a concessional import 
duty of 15 per cent, a number of other in¬ 
dustries (e g, refrigeration industry) have 
been granted concessional duty at 15 per 
cent for items such as compressors and 
other similar equipment which are manu¬ 
factured in India. With hikes in the 
domestic (administered) prices of steel, 
stainless steel, and steel castings and 
forgings—as well as hikes in the excise 
duty on all these raw materials—how does 
the finance minister expect Indian in¬ 
dustry to compete with imports? Is thu 
the way we are to achieve self-reliance? Or 
is this really a sop to ceruin vested 
interests (e g, the P^sico project)? 

In the same context while some ra¬ 
tionalisation of duty mtes has indeed been 
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logic %ehif^ die eubtaice even now of the 
wide tmqr of impm duties on different 
types of capital goods. This is wholly 
irrational and a damper to the growth of 
Indian industry on a competitive basis. As 
indicated earlier, equipment for the ferti¬ 
liser industry or for the refrigeration 
industry would enjoy the concessional 
duty rate of 15 per cent. The.se items are 
produced in India, and some studies have 
indicated that in terms of ‘conversion 
costs’, these industries are internationally 
competitive; the Domestic Resource (.'ost 
of production is unity or less than unity 
when compared with international prices. 
The import duty rate on various items of 
equipment ranges from as low as IS per 
cent to as much as 80 per cent (ot con¬ 
ceivably more for certain items). There arc 
duty rates ol' 40 per cent and per cent. 
Such a wide array of import duty rates 
cannot conceivably help to develop Indian 
industry on rational lines. The economic 
policy of the government keeps harping 
on the importance of market signals. 
Unfortunately, the market signals are all 
wrong because of the duty structure. 

Secondly, while the budget cannot 
replace industrial policy, it can pursue 
.some of the objectives it has avowedly 
pursued. Take the i.ssue of self-reliance in 
the matter of exteinal payments. To take 
only one example, the import content of 
the Maruti car, after nearly four years, 
continues to be more than 50 per cent. 
More ortiinoiisly, the change in the model, 
and the introduction of a larger capacity 
(1,000 cc engine) car, may lead to a sudden 
sharp increase in the import content. The 
finance minister, in his budget .speech, 
deplored ‘kit cuiture-ba.sed consumerism’. 
He cannot order industrial policy. But he 
could, if he .so wished, levy a differential 
fate of import duty on components ba.sed 
on the percentage of components im¬ 
ported to the exfactory value of output. 
(For most manufacturing/assembly units, 
this is capable of being determined quite 
simply.) 

Thirdly, it has of late become a useful 
practice to raise administered prices of 
products (and services) produced by 
public sector undertakings, prior to the 
budget, so as to raise resources for plan 
expenditure. This year has been no excep¬ 
tion, and substantial price increases were 
announced recently for coal, steel and 
non-ferrous metals, all of which are by 
and large produced by monopoly under¬ 
takings of the central government. (The 
only exception is aluminium where two 
private sector units exitit and coal where 
there is an undertaking owned by the 
Andhra Pradesh government.) The much 
publicised pricing policy of public under¬ 
takings explained in a White Paper i.v>ued 
by the ministry of finance last year has 
been bypa.ssed in the formulation of 
actual prices. Resource-raising is best 
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the finance minister has increased the 
excise duty on steel iind diverse other pro¬ 
ducts, on lop of a steel price hike. The 
country has a right to know whether the 
increased price of steel is really based on 
the Long Run Marginal Cost of steel pro¬ 
duction based on reasonable norms of 
efficiency. There may be a case for an 
excise duty to raise revenue—though that 
itself is debatable—but not for arbitrary 
hikes in administered prices for revenue 
reasons. At any rate, the effect of such 
price increases on inflation may be quite 
serious. 

While the finance minister has einpha- 
si.sed the importance of .social justice— 
atid he certainly has imposed some taxes 
which strengthen this claim—there are far 
too many concessions to vested interests. 
The concession in income and wealth tax 
(up to Rs 5 lakh) to retiring people, for 
investment in a new savings scheme with 
an iniercst rale ot 12 per cent, and wealth 
lax exemption up to Rs S lakh, is a case 
ill point. Or is it a scheme pushed m by 
civil servants (on the eve of their retire¬ 
ment) who had a hand m the budget'? l or, 
there is really no case lor raising the rate 
of interest for increasing household 
saving; this point has been established by 
many experts on the subject. Several con- 


» to iB<h»try sttiidk of amitor 
special favours, not of any great concern 
with growth or social justice. 

In the final analysis, the greatest 
measure of social justice would be the 
attainment of price stability. Inflation hits 
the poor the hardest. Would the budget 
help to dampen inflationary trends in the 
economy? One has to wait and see, 
though the portents are not very comfor¬ 
ting. The hikes in all metal prices could 
lead to an increase in prices generally. 
(Milk prices have been raised sharply in 
late January, which would surely reflect 
on consumer prices when the index is 
available.) Our foreign exchange reserves 
may not facilitate imports (during the 
coming year) of vegetable oils, pulses and 
other items of consumption by the poor. 
The effect of the budgetary deficit on 
monetary circulation and on prices would 
need to be watched carefully. If food 
stocks are to be built up. as they should, 
non-food credit by banks will either have 
to be curtailed sharply of overall credit— 
and M,—would go up more sharply than 
the current year’s rate of 15 per cent. 

In brief, there is a wide gap between the 
analysis of the current economic situation 
as per the Economic Survey and the 
perception of the iiroblem in the budget 
speech of the finance minister. 
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REPORTS 

Anti-Rushdie Disturbances in Bombay 

Atghar AU Engineer 


The recent anti-Rushdie violence in Bombay ivas completely 
avoidable: there was, in the first place no need for the bandh call 
since India had already banned the controversial book; the police 
need not have banned the morcha; and, most certainly, the 
excessive use of force was entirely unwarranted. 


SALMAN RUSHDIE’S novel The Satanic 
l^rses has unleashed a bitter world-wide 
controversy. Very few people have read this 
unfortunate novel but whatever Muslims 
have heard about it has enraged their 
religious feelings. Demonstration by them 
were taking place in the UK. the US, 
Pakistan and some other countries. In 
Pakistan, in the meanwhile five persons got 
killed while demonstrating mob was fired 
upon. This reportedly enraged the controver¬ 
sial Iranian religious leader Ayatollah 
Khomeini who instantly ordered Rushdie's 
killing. Khomeini's firman for Rushdie’s 
head triggered off further demonstrations 
by Muslims and several Muslim youths 
volunteered to kill Rushdie, monetary reward 
or no reward. Several of them held demons¬ 
trations in Europe and America with 
placards in their hands screaming “I will kill 
Rushdie". 

Salman Rushdie is a noted iiovelisi and 
a free thinker. This time he chose the 
Prophet of Islam as a subject for his novel 
and employed the technique of magic rea¬ 
lism. Rushdie’s satire is usually very sharp 
and often enjoyable when u,sed for socio¬ 
political issues as in his previous novels The 
Midnight's Children and The Shame. 
However, to apply it to a highly revered 
religious figure and his conduct is a very dif¬ 
ferent proposition. Rushdie not only chose 
the Satanic verses supposedly revealed by 
Satan to Muhammad (which by themselves 
ate very controversial in the early history of 
Islam, the majority of the later u/ama 
rejecting them as fabrication by enemies of 
Islam and the prophet) but also made fun 
of Gabriel (the archangel who brought 
revelations to the prophet) who has been 
depicted as a character from the Hindi film 
world and of the wives of the prophet thus 
greatly exacerbating the outrageous feelings 
of the Muslims against him. 

Here one fundamental question of the 
freedom of expression arises. 1'hose who are 
supporting Rushdie are doing so on the 
fundamenul premise of freedom of a writer. 
Freedom of expression is dear to all of us 
but it cannot be treated as mere abstract 
ideal. While we have to defend freedom to 
examine the religious beliefs as critically and 
seriously as possible we have no right to 
make fun of them and their preachers. The 
two are very different propositions. While 
the former must be defended the latter 


cannot be. What Rushdie does is to indulge 
in the latter. Rushdie, as pointed out before, 
has a very sharp satirical pen and instead 
of examining certain historical veracity or 
otherwise of the satanic verses, he has in¬ 
dulged in making fun of the prophet and his 
wives 

However, the answei to the question as to 
why the Muslims the world over reacted so 
emotionally to the Khomeini’s cal) and 
Rushdie’s insults to the Prophet is not so 
simple and does nut hinge on religious 
beliefs alone. Very few persons, if at all, have 
reacted so strongly, on grounds of religious 
beliefs only; a casual talk with the parti¬ 
cipants in demonstrations can reveal thi,s. 
Obviously, there is more to it than mere 
religious belief. It is necessary to understand 
this. 

What IS known as third world today had 
been under the domination of western im¬ 
perialist powers until recently. These powers 
not only inflicted material but also .spiritual 
injuries to the peoples of this part of the 
world. They exploited them economically 
and politically and made fun of their beliefs 
thought to be “weird, wild and funny’’. Their 
culture was thought to be ‘inferior’ to that 
of the west. This resentment by the exploited 
people was expressed either in secular or 
religious idioms. 

The entire Islamic world also came under 
imperialist domination and suffered im¬ 
mense humiliation under it. An anti- 
imperialist fight was waged in many coun¬ 
tries either by secular leadership or by 
religious leadership or by both together in 
the Muslim majority countries. The 'u/ama 
naturally employed religious idiom and often 
their focus was on the humiliation of Islam 
at the hands of materialist-oriented western 
countries. This had great appeal among the 
poor and backward masses of these coun¬ 
tries. This theme often retained its validity 
even after freedom from imperialist yoke as 
the secular elite of these countries retained 
their pro-western bias and hardly ever 
succeeded in solving the people’s problems. 
They were seen not only as corrupt by the 
masses but also anti-Islam and in league 
with the former imperialist masters. The 
people of many pro-western Arab countries 
harbour these sentiments and it is for this 
reason that often the fundamentalist forces 
register greater or lesser degree of success. 

However, in the case of Iran, Ayatollah 




Khomeini successfully challenged the 
pro-American regime of the Shah and over¬ 
threw it. Thus Khomeini was seen as one 
who could humiliate western imperialist 
powers who not only corrupt their countries 
and their rulers but also humiliate their 
religion and make fun of their beliefs. Kho¬ 
meini thus became their hera Western 
powers and western-oriented elites on the 
other hand, saw him as a zealot, a fanatic, 
like the Mahdi of Sudan. The Shah was, on 
the contrary, seen as a moderniser and a 
crusader for modern reforms by these 
secular elites. There was world of difference 
between these two perceptions. 

The same difference exists on the Rushdie 
issue as well. Khomeini’s fiat to kill Rushdie 
has been welcomed enthusiastically by the 
Muslim masses as another crushing blow to 
western countries who continue to ridicute' 
their religious beliefs and see Rushdievaf' 
their agent. Many Muslims told me that the 
real issue is not whether Rushdie is killed 
or not—-but that Britain must be taught a 
lesson which it would remember for long. 

It is not insignificant that the Arab coun¬ 
tries have so far maintained a low key 
posture as they have pro-west connection 
which they do not want to jeopardise. If 
anything, the religious leaders of these Arab 
countries have issued moderate sutements. 
Some of them have even challenged, though 
remaining anonymoas, like the 'u/ama of al- 
Azhar of Cairo, Khomeini’s order to kill 
Salman Rushdie as un-lslamic A fair trial 
as laid down in Shariah and a chance for 
Rushdie to racent, they maintain, must be 
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«d, iMuwt trial It |»r the lilaaric taw. TIk 
I ihMk Council, an apex religious body of 
the Arab countries, hat not even agreed with 
the view that Ruddle is murtt^ (i e; an 
apostate) for which Islamic Shariah 
prescribes punishment of death. 

Punishment for apostasy was prescribed 
by the Islamic jurists much later and long 
^ter the death of the prophet. They did so 
emulating the example of the Hrst caliph 
after the prophet who declared war against 
those tribes who went back on Islam soon 
after prophet’s death. It is known as war of 
rtddah (going back, apostasy) in the history 
of Islam. The later jurists, therefore, con¬ 
cluded that anyone who is guilty of apostasy 
must be killed. Whatever be the opinion of 
the jurists it must be remembered that 
Abubakr, the first caliph did so in a par¬ 
ticular context. Had he not been firm and 
declared war on the apostate tribes, Islam 
would have been endangered as majority of 
the Arab tribes had revolted. It was 
Abubakr’s firmness which brought them 
back to the fold of Islam and made them 
submit. 

The law cannot be applied mechanically 
and in a uniform way in ail circumstances. 
One has to take concrete conditions into ac¬ 
count. Apostasy can be punished severely 
oiily if it endangers the existence of the 
whole community. That too only when all 
efforts to persuade to recant fail. An in¬ 
dividual case of apostasy cannot be viewed 
with as serious a concern as that of an en¬ 
tire group. Moreover, the modern context of 
freedom of religious or atheistic opinion can 
hardly be ignored. One also has to take 
international law as well as political conse¬ 
quences of any such step. One has to find 
more civilised ways of dealing with the 
situation. 

It is shocking that a Muslim Congress 
leader from Bombay lent great support to 
the Muslim youth organisations to take out 
jnorcha by endorsing Khomeini’s order to 
kill Rushdie on the grounds that he had 
become murtad (apostate) and hence must 
be killed. He publicised his statement 
through newsp^iers. This statement was sur¬ 
prisingly published even by English dailies 
of Bombay and certainly created an at¬ 
mosphere of militancy among the educated 
MuiJim youth. The Muslim leader either did 
not undmtand the implications of his state¬ 
ment or did not want to miss the opportuni¬ 
ty to be on the side of Muslims. 

Call for Bandh 

The call for bandh and morcha to protest 
against Rushdie’s book was given by some 
Muslim youth organisations. The date for 
bandh and morcha to the British Consulate 
was decided to be February 24 as it happen¬ 
ed to be the first Friday aftw Khomeini’s call 
for Rushdie’s murder. Generally Friday is 
suitable for such morchas and bandhs for 
Muslims as on that day they congregate in 
large numbers for the junta prayers. Those 
organisations which gave the call were the 
Muslim Integration Council, Ihnzim Allah- 


oAldw, the Red Rote Society, riie Students’ 
Islunic Movement (SIM), a former Jamat- 
e-lslaroi affiliate. It would be seen that these 
are all youth organisations. However, after 
these organisations issued the call, IS Imams 
(prayer leaders) of the central Bombay 
mosques also joined and issued a call to join 
morcha in thousands in the Urdu dailies 
from the city. 

There is no doubt that Khomeini’s call for 
Rushdks killing had stirred the emotions of 
Muslims in the city. What is apparently sur¬ 
prising is that the call did not bring much 
enthusiastic response from the Shia orga¬ 
nisations in Bombay. Even Khomeini’s local’ 
representative was conspicuous by his 
absence. In any case he maintained a very 
low key posture. All the organisations named 
above are mainly Sunni organisations. Also, 
those who joined the procession were largely 
the Sunni youth. This also shows that there 
was more to it than mere religious senti¬ 
ments. On such occasions, it should be 
noted, the Muslims pour out their frustra¬ 
tions, bottled up feelings and sense of 
insecurity. The frequent communal riots 
have made them intensely insecure. Also, 
there is greater degree of unemployment and 
economic backwardness and hence much 
greater frustration among them. Also they 
perceive that there is ever increasing attack 
on their religion and culture by the majority 
community. All this led to show of religious 
solidarity by the militant Muslim youth 
organisations. One of these organisations, 
Tknrim-e-Aliah-o-Akbar is known for draw¬ 
ing support from unemployed militant 
youth. They often act like storm-troopers. 

HoVvever, it is also true that neither the 
administration, nor the police, nor the 
established political parties nor the media 
shows any sensibility to the problems of the 
Muslims. On the contrary, they are treated 
with suspicion or fear and hatred. Many 
morchas are taken out in Bombay imd in 
much larger numbers. Neither there is any 
clamour nor any suspicion. However, in case 
of this morcha more than ordinary interest 
was shown by the media. The police became 
so suspicious that it outright banned it and 
imposed section 144 all over the city. 

As such all senior Muslim leaders felt that 
there was no need for any such morcha as 
the government of India had already banned 
the book. As for protest against Britain, a 
memorandum signed by prominent Muslims 
of the city could have been submitted by a 
delegation. Even Banatwala, general 
secretary, Indian Muslim League had said 
in a statement that there was no need for a 
morcha. It is not without significance that 
no senior leader from amongst the Muslims 
was present when people gathered at Mastan 
Iklao. Also, it is imporunt to note that even 
rhe Urdu papers from the city had refused 
to publish a news item about the protest 
inarch. The organisers had to get it published 
by way of an advertisement (but unfortu¬ 
nately the English dailies were publicising 
it as on extraordinary event). The following 
day some Congress Muslims, Afghan Jirga 
leaders, journalists and others issued 


iktbRitf isaM JKtvettiwmeiit bpporing the 
protest morcha. 

It is interesting to note here that a new 
militant leadership, mostly comprising the 
youth is emerging on the horizon of the city. 
This leadership is not only in a hurrjF'but 
also quite militant. It manifested similar 
militancy and impatience at the time of the 
Shah Bano agitation. Some of the people 
who called for this bandh had taken active 
part in organising a rally at the time of the 
Shah Bano agitation which was attended by 
more than three lakh Muslims in the city. 
Sikh and Dalit militancy has affected, it 
seems, the Muslim youth also. The Muslim 
youth is as frustrated as the daiit youth as 
it has neither employment nor education. A 
section has either taken to antisocial or to 
other lumpen activities. This militant youth 
considers traditional leadership as either cor¬ 
rupt or totally ineffective. It wants to go its 
own way, impatient, militant and one which, 
in their opinion, yields quicker results. Also, 
the Khomeini’s call for Rushdie’s head pro¬ 
vided them with a new identifiable militant 
cause—a call to avenge in.suIts to Islam. 

Black Friday 

The participants in the protest march 
began to gather at Mastan Iklao, the usual 
gathering place for Muslims in the central 
Bombay, right from 2.30 pm after the Friday 
prayers with quite a few people sporting 
placards on their backs saying *I want to kill 
Rushdie’. The time given for the march to 
begin was 3 pm. From all eyewitness 
accounts it was gathered that the police 
showed tactlessness and needless hurry. A 
police official snatched the mike from one 
of the organisers who was mak ing announce¬ 
ments and asked them to disperse as the 
moKha was banned and the section 144 had 
been clamped. There was utter confusion. 

Some people began to argue that they 
should court arrest and not to break the law 
needlessly provoking authorities. However, 
more militant elements who were apparently 
in command, argued that come what may, 
they should ake out the procession. SRjid 
Rashid, a senior Urdu journalist, who was 
present on the scene told me that tlus 
militant section was not in a mood to Iist«n 
to any moderate advice It was determined 
to proceed further. The police arrested those 
who courted arrest and strangely enough 
allowed a section of the processionists to go 
from another exit. According to the police 
there were 3,000 people in all. However, 
Urdu press claimed a figure of 10,000 
upwards. 

Not only did the police acted in a needless 
hurry it also drew up a poor strategy in terms 
of the geography of the area. It consists of 
number of lanes and by-lanes, most of them 
inhabited by Muslims. People were coming 
from all sides to participate in the morcha. 
Thus despite the ban the processionists 
gathered respectable number and began to 
march towards Crawford Market. If the 
youth were in a militant mood so was the 
police They showed not only uctlessness but 
also ruthlessness. 
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8'ftef’thi; procession 
\i|ieidM near Minara Masjid on Mohammad 
Road. Ii is very difficult to asccitain hovv 
,fk alt happened. There areconflicting version' 
;'.M usual. The police says it all started aftri 
the miscreant.s from the procession atui those 
'ftoro the bye-lanes started attaekinp the 
'.^police. The police even claims ihai it lathi 
-charged and tired after it was filed upon and 
.,its personnel stabbed It is nut ihai a less 
police officers like bashir .Saidtunialani sscrc 
■litjurcd in the firing and stabbing iiicidcnis 
But the proce.ssionisis claim that first the 
, ‘police used excessive force and then a section 
of the processionists got violent. 

What .seems reasonably true is ibai when 
the police tried to stop the processionists 
near the end ol Mohammad Ali Road, sonic 
people .seem to have ihrosvn stones, .soda 
water bottles, etc, at it. F.nraged, the police 
made lathi charge and fired tear gas shells. 
This in turn infuriated the processionists and 
some of them began to indulge in violence, 
firing, slabbing, etc. Some miscreants set fire 
to a passing BEST bus, a police vehicle and 
a motor cycle. This clearly shows that a 
section of the processionists was bent upon 
creating trouble. The police can here very 
well argue that it was precisely for this reason 
that it -sought to ban the procession. 
Howevei, it tan also be argued that the 
police gave such element an opporiutniv to 
indulge in mischief by stopping the iirnccs 
sion and lathi charging them. 

What one can be certain ol is that the 
police, whatever the provocation, used very 
OKtessivc force. .According to official figure 
II persons died and more than ^0 persons 
were injured. The police fired in all 121) 
rounds. From examining the bodies oi those 
who died of police bullets it is obvious ihai 
all of them were hit above their waist. It does 
not seem to be incidental. Most of them were 
hit either in abdomen, in chest or in head 
Also, it is important to note that of tho.se 
killed all were not part ot the procession. 
The police appear to have fired even at the 
houses and at the onlookers. Two young per¬ 
sons from Kerala, Umar Kutti and his col¬ 
league, were sitting in their lodge behind a 
glass window near Mohammad Ah Road 
when they weic hit by the police bullet and 
died. It is strange that both died bv one 
bullet only which clearly shows that it was 
sharpshoottng by the policemen. Both of 
them had come to Bombay en route for the 
umn (mini liaj) to Saudi Aiabia and were 
waiting foi iheii turn to go I hev certainly 
could not have had ativ mischievous 
intention. 

One student named Nisui who was putt 
of the procession was shot dead at point 
blank range by a constable He was hit by 
a lathi which he tried to stop with his hand, 
according to his t.athcr I'hcn apprehending 
that he mas be shot he put his hand on the 
policeman's levolvct. Ihinktiig that he 
intended i<< snatch his tesolvei the oihet con¬ 
stable shot him dead, it is also being .said 
that aaually the firing from the mob started 
after one youth near t'atel testauiani was 
shot dead by the police <m his asserting that 


he would join the proceksfon. 

There was yet another tragic incident. 
Nirain, a young boy of 22 had married just 
four months back and was going to see his 
sister in Noor ho.spital on Mohammad Ali 
Road. He was walking along the footpath 
and was not part oi the procession. Vbt a 
police t<K>k aim at him and shot him. He 
was taken to J J Hospital for treatment but 
was put along with the dead, in fact he was 
alive. He remained there for three hours 
along with the dead bodies. l.aier it was 
di.scovcred that he was alive and removed for 
treatment but he died. His father said that 
Ills son could have survived if the police had 
not shown such callousness. 

There is no doubt that the police took aim 
to kill and mostly killed young boys between 
18 and 2J years of age. All impartial 
observers feel that excessive force was used. 
Even Murli Deoia, president BRCC-I, ad¬ 
mitted privately that the police did badly in 
dealing with the situation. Muslims allege 
that It was simply anii-Muslim bias of the 
police. Whatever it is one can hardly 
exonerate police of using excessive torcc 
whether out of panic ot otherwise. The 
government must order a judicial inquiry to 
determine all the tacts. 

Muslims allege that it was the Additional 
(.'ommissioner of Ptilicc S M Shingare (l.aw 
and Order) who was mainly responsible tor 
the firing and must be suspended. What 
Shingare said aUo confirms this. He told a 
jniirnalist Swathy Chakravarty of Sundav 
Observer that "it they draw our blood, we 
will draw more blood out of them” This is 
a highly irresponsible statement by a police 
officer of the rank ot additional commis¬ 
sioner. I.iiter he tried to deny this statement. 
But Swailiy swears, Shingare .said .so and 
l.axmi Aiyer of Sunday Mail corroborated 
It If this IS true and there is reason to believe 
It IS tiue, it IS highly disturbing and the 


against the ofTieer. Sudheenda KuBcarni of 
Sunday Otaerver said that Shingare said ; 
something even worse at Mastan lUao. 
According to Kulkami Bhingare said that 
had the firing taken place at Mastan lUao, 
it would have turned into another Jalianwala 
Bagh. This is a highly provocative statement 
and should not go unnoticed by social and 
human rights activists. In almost all riots 1 
have seen hardly any iKtion is taken against 
the guilty officers. At the most they are 
transfer!^. Often even that is not done. 

February 24 was really a black Friday for 
the Muslims of Bombay. In fact I am of 
definite opinion that there was no need for 
Muslims to take out any morcha as the 
government of India had already banned the 
book. Moreover, they should understand 
that they must act after examining all the 
factors. Not only that odds are loaded 
heavily against them, but also that religion 
cannot be defended by mere militancy and 
fanaticism. There are much better and wiser 
ways of doing so. Maturity, restraint and 
rational arguments would add to their 
stature and better enable them to defend 
their faith. Khomeini acted the way he did 
out of his own political con.sidcration.s, not 
merely out of love for religion. It would not 
do to try to follow him blindly. There is 
neither church nor priesthood in Islam. 
Islam tried to rid humanity ot this curse. 

In a free and democratic country like 
India the minority rights should be protected 
but responsible members of the community 
should understand that one has to work out 
proper balance between these rights and life. 
Whatever the ideal, a little aggressiveness on 
the part of minority triggers off much 
greater aggression among the majority 
community. No country is exempt to thi.s. 
Muslim countries also fall into same 
category 
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^alknce of iPaytneiils: Evading the 
Real Issues 

Arun Baneiji 

To go from the treatment of the external sector in the Economic 
Survey, 1988-89 to the budget speech of S B Chavan is a 
disappointment. Whereas the Economic Survey makes the 
categorical statement that the balance of payments ‘'must be a 
priority area for attention in short-term economic management”, 
the finance minister seems to have felt no such compulsions. 


THE bare facts regarding the state of 
balance of payments of India since the 
mid-eighties are by now common know¬ 
ledge. Since last September we have had 
first the Annual Report of the Central 
Board of the RBI on the working of the 
Bank during July 1987 to June 1988 deal¬ 
ing, among other topic.s, with bop 
developments; this was followed by an ar¬ 
ticle on India's b o p in 1986-87 in the RBI 
Bulletin for October 1988; then there was 
the extensive reporting on the Indian 
economy in the RBI's annual Report on 
Currency and Finance. 1987-Hft-, and last, 
there is the recent pre-budget Economic 
Survey, 1988-89 issued by the Finance 
Ministry. 

In their overview of the economy in 
1987-88, the Central Board of the RBI 
noted that the bop position “contiu'icd 
to remain a matter of concern", and m ued 
the successive decline in reserves in SDR 
terms in 1986-87 of SDR 615 million and 
in 1987-88 of SDR 627 million. But in the 
following paragraph on "an overall assess¬ 
ment of the economic performance during 
1987-88", the areas of concern identified 
were the inflation rate and the lagged 
effect of the drought on industrial output. 

The-treatment of the external sector in 
the RBI Bulletin as also the more extended 
coverage in the Report on Currency and 
Finance are clinical—coldly detached 
presentations which eschew words like 
"concern”. There is a refreshing change, 
however, in the opening paiagraphs of the 
Economic Survey. “The major challenges 
of economic management this year have 
come from a difficult balance of pay¬ 
ments situation and the continuing strain 
on public finance!' Throughout the 
Seventh Plan, the b o p has been under 
pressure for a variety of reasons, especially 
the reduced rate of growth of dome.stic oil 
production, protectionism abroad (this is 
the economic counterpart of our oft- 
repeated plaint of the foreign hand trying 
to destabilise our polity), volatility of 
major international currencies, bunching 
of repayments to the IMF, unfavourable 
climate for concessional assistance and a 


surging import bill, resulting from the 
drought last year and from the mea.sures 
to liberalise imports to a.ssist modernisa¬ 
tion and technological upgradation. In 
visibles have been playing a progre.ssively 
smaller role in coveting trade deficits. In 
1980-81, they covered 72 per cent of the 
trade deficit; this was down to 38 pci cent 
in 1986-87, mainly bccau.se of increasing 
payment.s on debts, and pre.sumahly even 
less since. 

Even in February 1989 we do not have 
balance of payment data beyond 1986 87 
Of course, trade data arc available till 
December 1988, which reveal a seiu'us 
situation. Between April-December 1987 
and April-Dcceniber 1988 the trade deficit 
rose by Rs 1,688 crore, to Rs 6,601 crore. 
Expressed as a percentage of CIDP, ex 
ports during 1985-87 were le.ss than in the 
Sixth Plan, the trade balance (deficit) in 
these two years constituted 3.7 and 3.2 per 
cent of GDP respectively, as against 3.4 
per cent in the Sixth Plan; iiivKsibles (net 
earnings) constituted 1.4 and 1.2 per cent 
of GDP in these two years again.st 2.1 per 
cent in the Sixth Plan; and while the net 
current account deficit was 1.3 per cent 
of GDP in the Sixth Plan, it stood at 2.3 
and 2 per cent of GDP during 1985-87. 
Between end 1986-87 and January 1989, 
our foreign reserves deelinei. from 
Rs 8,151 ciore to Rs 5,967 crore, oi by 27 
per cent in 22 months. Almost all these 
indices would pre.surnably have continued 
to worsen. It i.s the growing body of 
evidence of such nature which must have 
prompted the authors of the Econonih 
Survey to pronounce that “the balance of 
payments must be a priority area foi atten 
lion in short-term economic management” 

later in the Survey they state, “Both the 
balance of payments and the domestic 
fiscal situation continue to he under 
pressure, and call fot effective remedial 
policies”. The Survey as well as the KBI 
reports call pointed attention to the 
ominous stagnation of gross domestic 
savings of India in the eighties, largely 
because of deterioration of savings in the 
public sector. The Survey also stresses ihai 


a reduction of the fiscal imbalance is 
needed for improving the b o p as well— 
“Though it is not often appreciated (by 
whom?], it must be recognised that high 
levels of fiscal deficil.s tend to spill over 
and contribute to high current account 
deficits in the b o p”. The grasping of this 
basic interrelation between the domestic 
and external sectors of the economy is to 
be welcomed. We shall come back to this 
below. 

To go from the treatment of the external 
sector in the Economic Survey (we are not 
butdening thi,s note with details of the 
trade, invisibles and capital accounts) to 
the budget speech of S B Chavan is a 
disappointment. In his speech, Chavan 
take.s cognisance of two areas of concern 
or “problem areas”. The first is the 
stiimilatioii of .savings and the contain¬ 
ment of the budget deficit. In this area his 
major achievemeni is of course to contain 
defence expenditure which would react 
tavourably on the trade balance as well. 
Otherwise the deficii continues to be large, 
and would fuel inHationary price rises. 
( ommendably, his next area of concern 
Is ihe bop but, despite the importance 
which the Economic Survey gave to this 
issue when its authors made the cate¬ 
gorical statement that the b o p “must be 
a priority area for attention in short-term 
economic management”, Chavan seems to 
have fell no such compulsions. He has 
argued instead that a ceitain amount of 
pressure on e.xternal payments is un¬ 
avoidable in a situation where there are 
uigeni needs of investment and moder¬ 
nisation “which inevitably require expan¬ 
sion ol imports, h is for this reason that 
the govcrniiieril has attached high priority 
to expanding exports to pay for the im¬ 
ports the economy needs”. He has expres- 
,scd “every hope" that the momentum of 
export growth will he sustained and 
enhanitd, and, if riecessars, “we must be 
prepared to restrain domestic consump¬ 
tion to some extent in certain areas in 
ordei to release supplies foi export”. 
Tlicrcforc, the goveriinieiii has “resi.sted 
the iciiiptatioii to cope with short-term 
difficulties in oui hop by ad hoc import 
regulation through detailed import licen¬ 
sing. Such a pioccss would be self- 
defeating as It will disrupt the economy, 
inhibii exports and weaken our attempts 
at riiodemisaiion!' Hence his preference 
lot “more effective use of indirect imstru- 
menis". vi/, mea.sures to discourage low 
prioiity imports which go towards the 
consumption of the upper income group,s. 
t 'an an adverse trade balance of over.? per 
cent of GDP be dealt with thus, and if yes, 
how have the authorities of a coumry with 
a loudly proclaimed socialistic pattern of 
society permitted the emergence and, even 
more daiigeioiisly, the continuance of 
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sucb a situation? Is the public which U 
paying dearly for this state of affairs not 
entitled to an answer? 

There are a number of relatively general 
issues pertaining to the external sector, 
quite apart from issues pertaining to some 
of its constituents. ^Ve shall touch upon 
Only a few of the former. Let us first go 
back to the one we noted above which the 
Economic Survey has stressed—high levels 
of fiscal deficits tending to spill over and 
contribute to high current account deficits 
in.the b b p. This statement is not un¬ 
exceptionable—because we still have ex¬ 
change control and the whole parapher¬ 
nalia of PER A. Their major object is to 
prevent this spill-over. In such a situation 
if domestic incomes increase and imports 
are not permitted to rise, there develops 
in the economy a tendency for prices to 
rise (the suppressed demand for imports 
will manifest itself as soon as the controls 
are loosened). A situation like this will 
affect the country’s export potential—by 
raising domestic costs and prices, by some 
exports being consumed at home, and by 
resources from the export sectors being 
transferred (to the extent feasible and 
depending upon the expectations regar¬ 
ding the continuance of unsatisfied 
demand) to satisfy domestic demand 
where profits are high. The government 
has only liberalised the import of selected 
machinery, spares, etc, to build or moder¬ 
nise! capacity, and directly or indirectly 
promote exports, and not to import 
durable or non-durable consumer goods. 
So what is the kind of relationship bet¬ 
ween fiscal and bop deficits in such an 
economic regime? One hesitates to men¬ 
tion it, all the more because of the 
manifest unwiliingness/inabiiity of the 
authorities to grapple boldly with thi.s 
.scourge on the economy. 1 n one word it 
is smuggling—of goods and of capital— 
which has assumed prodigious dimen¬ 
sions. Import and exchange controls 
which are not administered with the 
rigour they demand in an economy sub¬ 
jected to a high and continuous dose of 
money-creation and consequent inflation 
inevitably lead to such massive leaks. To 
a degree, smuggling in goods holds the 
general price level, by absorbing some of 
the new incomes being generated. But 
then it makes a mockery of whatever 
resource allocation the state may be aim¬ 
ing at and seriously distorts the distribu¬ 
tion of incomes and wealth from what 
may be envisaged by the plannera. To the 
extent the authorities turn a blind eye to 
the continuing building up of fortunes in 
tax havens abroad, there is a steady 
bleeding of the country due to capital 
export. There is not even the bonus of a 
return flow of income from such export. 
As far as the country is concerned, they 


get lost in an abysmal Mack bote abroad. 
Someone has estimated roughly that If the 
smuggling of gold alone could be plugged, 
that would cover a major portion of the 
current account deficit. And as long as the 
fiscal deficits and certain other policies 
continue, including substantial external 
borrowing at high cost, which only result 
in eroding confidence in the rupee, this 
clandestine exodus of savings will con¬ 
tinue Will the state be prepared to take 
the most stringent measures to control 
this, irrespective of who commits a breach 
of the laws of the land? 

Dadabhai Naoroji and a few others in 
the last century bemoaned the drain from 
India which British rule had engendered. 
Some lone scholars are now labouring to 
reformulate the drain and to gauge its 
severe deflationary impact on India in the 


nodaWlrnperliham. How iludl We 
christen the resurgence of this pheno¬ 
menon a full century after Naoroji in a 
free India? Years ago, while reporting on 
the brutal suppression of the Mau Mau 
activity in Kenya in these columns, we had 
called it the White Mau Mau. Shall we call 
the present exodus of funds the Brown 
Drain or, more appropriately, the Black 
Drain? 

Exports have received considerable at¬ 
tention in recent years. A battery of pro¬ 
motional steps has been designed and 
implemented—some at considerable cost 
to the exchequer, i e, to the general tax¬ 
payer, and to the internal distribution of 
incomes, and the level of corruption. Even 
so, export performance is not measuring 
up to the surge in imports, the increasing 
burden of debt service, and the less-than- 


NOTICE 

H IS hereby notitied for the inlormation ol the public thatJ K Industries Limited proposes to 
make an appHcalnn to the Central Government in the Department of Company Affairs. New 
Delhi, under Sub-Section (2) ol Section ^ of the Monopolies and Restrictive Trade 
Practices Act, 1969, tor approval to the establishmeni of a new Dnnsion Brief pailiculars ol 
the proposal are as under 


1 Name and address of 
the applicant 

2 Capital stnjcture of the 
organisation 

Authonsed 
Subscribed 
Paid Up 


JK INDUSTRIES LIMITED. Link House 
3, Bahadur Shah Zatar Marg New Delhi - 110 002 


Preference 
CapitaMRs/tacs) 
250 00 
103.83 
103 83 


Equrty 

Capital (Rs/lacs) 
1750 00 
1404 11 
1404 11 


3 Management structure ol the applicant organisation inmcaimg the names ol the 
Directors, including Ihe Managing/whole - lime Directors and Manager, it any 

The Company is managed by the Board ol Directors consisling ol 


I 


Shn Han Shankar Stnghania 
Chairman 

Shn Raghupati Singhama 

Managing Director 

Shn Annnd Narottam lalbhai 

Shn Arvmd Singh 

Shn Bharat Han Singhama 


6 ShriK Padmanabhan 

7 Shn Labi Mohan Thapar 

8 ShnNarendraSmghSisodia 

9 Shn Om Piakaah Khaitan 

10 Shn Pralap Smh Navlakha 

11 ShnRamSwaroopAgarwal 

12 ShnRatanLal Jam 


4 Indicate whether the proposal retaias to the establishmeni 
of a new undertaking or a new unil'division 


New Dnnsion 


5 Location ot the new Undeitaking/Unit/Division District Kurnool m the State ol 

Andhra Prade^' 

6 Capital structure of Ihe proposed undertaking Not Applicable 

7 In case Ihe proposal islales to the production, storage, supply, distribution, 
marketing or control ot any goods'articles. indicate 

i) Nameolgoods/arlides High YeitdmgVanely and Hybrid Seeds. 

ii) Proposed Licensed Capacity 'lO.OOOlonnesperannum 

«i) Estimated annual turnover Rsl325'aes(Ex-facla(y net of Excise) 

8 In case the proposal relaias to Ihe provision of any service, state the voluma of acbvlty 
in terms ot usual measures such as value, income, turnover, etc ; Not Applieable. 

9 Coslot Protect Estimated at Rs425 lacs 

10. Scheme of linance. indicating the amounts to be rarsed from each source: 


-Banks/FmarKial Inslitutions/Debenlures 

- Foreign Exchange Loans 

- Internal QeneralMi/ProriKXers contribulion 
-Central Subsidy 


Rail lacs 
225 
too 

85 

15 

425 


Any person Interested m Ihe matter rray make a representabon m quadrupbeatetoihe 
Secretary. Department of Company Attairs. Government ol India. ShMln Bhawen. New 
Delhi within 14 days from the dale ol pubkcalxm ol this notice mbmaiing his views on Ihe 
proposal and mdicaling the nature of his interest therein 


Place NewDeihi 
Date 27lh February 1989 


For J K INDUSTRIES LIMITED 
Sd/- 

A.K KINRA 

VICE PRESIDENT (COMMERCIAL) 
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by migrants. A set of conqjloc, ititer- 
fehrted factors must account for this, but 
no up to date, state-of-the-art analysis of 
this has appeared. Presumably the Plan¬ 
ning Commission and the concerned 
ministries are seized of the problem. One 
critical question which must arise is 
whether the projected 6 per cent growth 
in the Eighth Plan will not be thwarted 
by exports failing to deliver the imports 
needed for this rate of growth. And if this 
is at all lilody, what contingency plans can 
be devised which can be expeditiously put 
into operation? It may not be prudent to 
bank on a growing stream of non-resident 
deposits to meet a portion of the current 
account deficits. On this point the Annual 
Report of the Central Board of the RBI 
recognises how “the sustained and sizable 
inflow of funds” under the different 
accqunts of non-resident deposits has 
facilitated the financing of the bop 
deficit (p 62). On p 71 it is stated, with 
some satisfaction, that these deficits have 
been financed from different sources on 
“reasonable” terms. While the cost of bor¬ 
rowing from the international institutions 
may not be large and bilateral aid may be, 
at. least nominally, low-cost (not so in 
reality if allowance is made for the par¬ 
ticularly inflated prices at which imports 
under suppliers’ credits, are acquired), 
would the rates of interest on these non¬ 
resident deposits qualify as being reason¬ 
able? Alre^y perhaps the aggregate of 
these deposits, including accumulate in¬ 
terest, exceeds the total foreign exchange 
resources of India. The RBI Report places 
the country’s debt service obligations at 
as high a level as 24 per cent of exports 
and gross invisible receipts in 1987-8(i. 
Ibday it is perhaps even more. But this 
excludes the outflows of profits earned by 
private foreign capital in India and 
royalties, technical fees, etc, and the grow¬ 
ing but unseen accumulation of interest 
on non-resident deposits. We hope the 
authorities wiU correct us if we are 
mistaken. 

There is a sensitive issue involved in any 
discussion of exports, imports and other 
flows of funds across national frontiers. 
This relates to the exchange rate. Are the 
authorities convinced that the existing 
regime of exchange management is giving 
the economy optimum results? Is an open 
discussion of this question, together with 
an objective evaluation of the alternatives, 
altogether taboo, even when it is a critical 
issue, governing the terms on which we 
trade in goods and services, contract loans 
and enter into long-term commitments, 
and when iaa highly complex manner it 
affects the full repatriation of export 
proceeds and seems to put a premium on 
manipulating trade values to illegally 


M^n hMrign exchange abroad? The taige 
and continuous budget deficits are a 
highly potent factor here, as they under¬ 
mine confidence in the rupee. 

Import requirements of the Eighth Plan 
would be determined, among other things, 
by the structure of investments being pro¬ 
jected (and. of course, by the existing in¬ 
vestments which have to be maintained 
and gradually modernised) and, therefore, 
by the composition of the flow of goods 
and services they would yield. A more 
pronounced tilt towards meeting the basic 
needs of the common man, rather than 


jthe top decile of income-ewners, would 
make a difference, subject of course to the 
overriding need to invest in export in¬ 
dustries and any others where productivity 
gains may have a beneficial cascading 
effect. On this question of productivity, 
the Economic Survey has stated that 
despite stagnation in gross domestic 
savings in the eighties, relatively high 
growth rates have been achieved because 
of "improvements in capacity utilisation 
and pr^uctivity”. A few illustrations of 
the latter would have been reassuring and 
heartening. 


Not for the Love of Tiibals... 

Xavior Dias 


The forest department or Bihar Forest Corporation, the mines and 
industries, the contractors or the timber merchants should not be 
allowed to fell a single tree for ten years. After all, nature must be 
given ‘‘time to heal the wounds these criminals have inflicted on 
it". This was the demand of the Manki of Kotgarh at a recent 


government-organised seminar at 
of Bihar. 


ON Scpteinbei 8, 1980, over 
Jharkhandi forest dwellers of villages sur¬ 
rounding IlSCO’s iron ore mining town 
of Gua in Singhbhum, Bihar a.ssembled 
at the company’s air-strip to march to the 
Gua Bazar to organi.se a public meeting. 
The Bihar Police and the Bihar Military 
Police (BMP) were present in large 
numbers. They prevented the people from 
having their meeting. They arrested the 
leader and as the people were protesting 
the police opened fire on the peaceful 
crowd. Many Jharkhandis were injured. 
The Jharkhandis .stringed their bows ami 
fired back with their arrows. Four police 
men were injured and later they succumb¬ 
ed to their injuries. Ihe people earned 
their wounded and look then to the 
IISCO hospital a km away. While they 
were in the hospital premises awaiting 
medical attention, a group of BMP 
suddenly turned up and started butchering 
the Jharkhandis in the ho.spital itself. 
Eleven tribals were killed, according to the 
government version. According to eye¬ 
witnesses many more. It must be remem¬ 
bered that not even in war is a hospital 
attacked. 

The previous day, September 7, 1980, 
the villagers had assembled at the 
TISCO’s Noamundi air-strip in Kutingta 
village about 20 km from Gua, to present 
a memorandum to Russi Modi, the then 
vice-chairman of TISCO. While they 
waited for his plane to arrive, the pet'ple 
wanted to present a copy of the same 
memorandum to the divisional manager. 
The TISCO security personnel prevented 


Chaibasa, in Singhbhum district 


them from doing so and beat them up. 
That night the police raided Kutingta and 
its surrounding villages, beat up the 
villagers and arrested the men folk. False 
criminal cases were instituted against 
them. The cases continue in the Chaibasa 
district court till today. 

Pkobi I ms or Ttir Phopi.t ' 

Why hud these people as.sembled in 
Cilia and, Kutingta? What were their 
grievances? These people and their 
ancestors were living peacefully in the 
forest eighty years ago. The mining com- 
jianics camr, cut down the forc.st, built 
theii colonies and townships, brought in 
outsiders. The people soon found it dif¬ 
ficult to exist as they used to do. The forest 
on which they fully depended was fast 
depleting, its produce that they were living 
on was becoming scarce, produce like 
oilseeds, mahua flower, edible roots, 
fruits, mushrooms, leaves, medicinal 
herbs, meat and fish from streams and 
rivers. The wild-life too was endangered. 
The animals had lesser areas to graze on, 
and the carnivorous ones had lesser food. 
1'hc continuous blasting frightened them 
and the animals in turn attacked the 
villagers and their cultivation. The mining 
and industries brought in pollution, all 
kinds of dangerous chemicals' were 
dumped into the rivers, forcing the people 
to drink them. With the coming of the 
mines and industries, new diseases too 
were introduced, diseases for which the 
forest dwellers had no previous knowledge 
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iif in onto* to Tind some herbal cure. 
Apart from all this Jharkhandi women 
were continually the target of the contrac¬ 
tors, officers and minc-workcis especially, 
the outsiders. Rape and niolesianon 
became part of a daily routine. The mines 
and industries introduced mechanisation 
to multiply their profits This mechanisa¬ 
tion resulted in more and more Jharkhan- 
dis losing the chance of employment 

RU'Ht SSION 111 I oosi 

These were the problems of the people. 
These were the issues they wanted to rai.se 
at the meeting at Oiia on .September 8. 
1980, and in Kutingia near Noamundi on 
September 7, 1980. They were democra¬ 
tically calling the attention ot the govern¬ 
ment and the mining companies to their 
problems. How did the government re.s- 
pond? After the incident of September 8, 
1980, the government, in the words ol a 
senior IAS olficer, decided to ‘teach the 
iribals a lesson’. Thoasands of .Iharkhan- 
dis were arrested under false criminal 
case.s, the entire south Singhbhum was 
terrorised by the administration. Tor this 
job of terrorising the Jharkhandis, they 
brought in a very efficient jAS officer, 
Vijay Kapoor, and made him the SIX). He 
perst'nally. supervised the arrests and 
harassment of tribal.s. Over 280 houses 


were burnt and! destroycd’by'thtr poflee. 
Trains on the Howrah-Bombay main line 
were stopped and any one looking like a 
tribal was arrested, fhe manner in which 
Vijay Kapoor acted would leave one to 
think that he had his training with the 
white racist South African government, 
rite mining companies, forest contractors 
and other business communities were 
overjoyed to have an officer like this. 

During the years after 1980 the govern¬ 
ment continued to use the same policy -to 
treat the just demands of the people as 
a Maw and order' issue, they continued to 
frighten the Jharkhandis into submission 
with raids on villages, arbitrary arrests, 
false criminal cases, bullets and butchery. 
It was a policy of genocide. But the 
Jharkhandis did not give in. They fought 
back, each day, in isolated incidents, by 
organising demonsiration.s, public meet¬ 
ings. strikes in mines and mdustiics. The 
government tried anothei trick, an old 
one. They bought up the Jhaikhandi 
leadership, thinking they could ‘solve the 
problem’. But the Jharkhandis soon realis¬ 
ed this. “You can buy up our leaders , 
but you cannot buy up our burning desire 
to delend our culture, our self-respect and 
our forest!". This response had us echo 
in Lohardagu, Ranchi, and in Illigara, 
Palamaii where C'langarani Kalundia was 


IbutdicbedVllte police; Suttal 

Parganas, where 14 Santals were daugh- 
' tered. In spite of bullets and slaughter the 
people fought back. The leadership may 
be purchasable but not our heritage! 

SlRlJCiCilt AC'iAlNST PllJNDER 

While all this happened the mining 
conipiinies continued to plunder the 
mineral wealth of this area and destroy the 
forests, the forest contractors and officers 
became lukhpaiies overnight. While the 
money earmarked for the development of 
this area was pocketed by corrupt officials, 
and block development officers (BDOs) 
became tritely officers who block develop¬ 
ment, the tribals were left with no alter¬ 
native but to claim their traditional rights 
to the forest. They started clearing forest 
to convert it into cultivable land. It is true 
that while doing so, the forests were 
destroyed. This is a threat to the very 
culture of the tribals. This act has some 
similarities with Gandhi's icsdrt to hunger 
strikes to obtain concessions from the 
British. Gandhi loo threatened his’very life 
to gain concessions from fhe British. The 
Jharkhandis arc threatening their very 
existence as a tribal community to an¬ 
nounce to the world that they better be 
listened to and understood from their 


POSITION ANNOUNCEMENT 

DEVELOPMENT ECONOMIST 


The Unvironment I.iai.son (.entre international is looking out for a Development rconomi.st who w ill he 
ha.sed at the headquarters in Nairobi, Kenya 

The successful candidate w ill work i loseh w ith the I'.xet iitive Director and w ill specilu ally be responsible 
for the newly ertaied section addres.sing Intematioiiul F.cononiit Relations He/she will provide advice to 
progratnnie staff on the economic implications ol tlicir activities and on policy as it affects environment/ 
development HeAhe will provide similar services to the ELCI constituency through special features as and 
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in Devehipment Economics wiili at least five sears e.vpc-riente and must come from eoiintrics of the 
economic south 
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I'he Executive Director 

Environment Liaison Centre International 
1*0 Box ”2 461. Nairobi. Kenya. 
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point of view. The JhnkbniHfis «n doing 
today naturally, what Gandhi did rational¬ 
ly. But very soon, this act was capitalised 
by the forest contractors and timber 
merchants. They b^n paying Jharkhan- 
dis to fell trees, lb the criminal act of lhe.se 
contractors the people became wage 
labourers. 

Today there is much talk about the 
country’s depleting forest area. In 1952, 
40 per cent of the country’s land area was 
covered by forest. Now that 40 per cent 
has been reduced to just 10 per cent. This 
means that in the next decade the entire 
forest area in India could be wiped out. 

OFttciAt 's Views oe the Prohi im 

It is this alarming situation that has 
made the government wake up. The dis¬ 
trict administration of .Singhbhum called 
a seminar at the Tata College, Chaibasa, 
on ‘Peoples Development and Forest Pro¬ 
tection’. The dates of the seminar? ,. 
.September 7 and 8, 1988. Hxactly eight 
full years after the Gua firing! The 
administration was unaware of this coin¬ 
cidence. But the Jharkhandis who were 
the main participants among the 400 and 
odd crowd could not forget it. The 
seminar was a first attempt at a dialogue 
between the government olficials and the 
people. But can it be .said that the govern¬ 
ment has shifted its policy from Fepre.ssion 
to dialogue? Let us go ahead and see. 

The deputy commissioner of Singh¬ 
bhum, Sashikani Sharma, while inaugura¬ 
ting the seminar stressed the close links 
between the tribals and the forest. His 
conclusion was that “certain unemployed 
youths arc inciting tribals to destroy 
forest”. Not once did he mention the 
criminal role of the mining companies, in¬ 
dustries, forest officials and contractors 
in the destruction of the forest. 

In the keynote address, D N Champia, 

the Bihar’s minister of state for human 

resources, a tribal, briefly gave the history 

of how this destruction of forests started. 

"The forests” he said “were originally 

owned and looked after by the tribals 

themselves, then came the British who 

started taking over the forest from the 

tribals, the Indian government continued 

this process. Becau.se of the rich mineral 

and forest wealth in this area it attracted 

mining and industries. For the mines and 

industries, townships and colonies came 

up!’ Accoiding to Champia it was with the 

advent of these mines and industries that 

the destruction of forest started. They 

only looked at the forest commercially, 

whereas the tribals never had such designs. 
« 

Continuing on the same line Champia 
said that today big dams are being con¬ 
structed to supply elearidty for the mines 
and industries. 'This, he said, is causing 


laklu of tribals to lose their lands and will 
destroy more and more forest. He con¬ 
cluded his speech by saying that “The 
present fore.st policy is to protect the forest 
from the people and not from the in¬ 
dustries and thus tribals are being sacrific¬ 
ed in the name of national development.” 

Most of the government bureaucrats 
who spoke towed the line of the deputy 
commissioner—that the tribals arc des¬ 
troying forest. D K Srivastav, a DFO, too 
claimed that frustrated young people were 
destroying forests. The tribal welfare com¬ 
missioner, Chintu Naik, while giving the 
same line, said that if people were given 
jobs the felling would stop. From all this 
it became apparent that one of the main 
reasons for this seminar was to legitimise 
the government’s charge that tribals are 
cutting forests. Had it not been for the 
presence of the Mundas and Mankis 
(traditional tribal village chiefs) in large 
numbers and other interested citizens, the 
government would have got away with this 
claim. One by one dozens of Jharkhandis 
spoke out about the forest officials, the 
police and the contractors, the mining 
companies and the industries. They 
challenged the government’s accusation 
that tribals were de.stroying forest. On the 
contrary they spoke about the effort they 
have put to save the forest by forming 
village committees to protect the kunkati 
forest (village common lands), they spoke 
how they protested when timber was teing 
illegally transported, how they prevented 
this and later, the police framed false 
criminal cases against them. 

Right through the two days of the 
seminar, it was only the non-government 
people who were giving a realistic view of 
the problem. If the government is sincerely 
interested in the protection of the forest, 
it better have a correct analysis of the 
situation. Government’s policy and its 
officers are fully to blame for the acute 
problem of the destruction of the forest. 
It has got to see itself a cause of the pro¬ 
blem before looking for a solution. 
Making the tribals scapegoats is not going 
to solve the problem. It is only when the 
government admits this that one can say 
that it is prepared for a dialogue with the 
people. 

There was a lot of talk of the govern¬ 
ment’s ‘aforestation’ programme The Ikta 
Steel Rural Development Society (TSRDS) 
too claimed that they ^ere engaged in 
aforestation programmes. A woman who 
spoke on their behalf mentioned that 3 
lakh saplings have been planted around 
the city of Jamshedpur this monsoon 
season. She did not mention how many 
of these saplings were of the eucalyptus 
variety, that environmentalists today con¬ 
sider a dangerous plant. It would have 
been good if TSRDS could make a study 
of who is responsible for the massive 


deforestation that has taken place during 
these last eighty years around the city of 
Jamshedpur, since the coming of the steel 
company. Jamshedpur city was built on 
a hundred villages around the village 
Kalitnuti; these were all villages surround¬ 
ed by loicsi, green and beautiful. 

Indrajit Dey of the Society for Rural 
Industries (SRI), who is an expert onsoi! 
and water management, criticised these 
aforestation programmes as “unnatural 
and a waste of money”. He said that 
nature, if left alone, is capable of creating 
its own forest, for this the land should be 
lett alone and free, from grazers for a 
couple of years. 

ToWAROS HLALINO tHE WoliNDS 

The seminar did create a very hopeful 
atmosphere among the people who 
attended it. The people felt that for the 
first lime they arc being listened to. This 
atmosphere was possible because of the 
role of the convenor of the seminar, the' 
deputy development commissioner, 
Amurjit Sinha, who.se attitude towards the 
people and the problem was different 
from the rest of the bureaucrats. He con¬ 
tinually emphasised "we want to learn 
from you”, “we want to know your pro¬ 
blems” and finally confirmed that “if any 
effort to protect the forest has been made 
it is the Mundas and the Mankis who have 
done so and not the Forest Department”. 
Very welcoming words, after all these 
years of repression unleashed on the 
Jharkhandis. But, are (hey the words of 
just one officer? For the people to accept 
the hand of the government for a dialogue 
they need some more assurance, in prac¬ 
tical terms. They need (o see, that the 
government takes action against officers, 
contractors, mining companies, that no 
tribal village can be raided, that all 
arbitrary arrests be stopped, that their 
women can walk and roam the forest 
safely, that all false cases on Jharkhandis 
under the Forest Act be withdrawn. 

1'his assurance is badly needed, before 
full trust and confidence can be establish¬ 
ed. Or else it may prove that the real policy 
is just another trick to impress the people 
before the coming elections, or ti dampen 
the spirit of the Jharkhand Movement 
and thereby split it. In the last but most 
important suggestion that came from 
Nirojan Bobonga, the Manki of Kotgarh, 
he demanded that if the government is 
really interested then it should issue a 
moratorium on all timber felling for the 
next ten years. The forest department or 
Bihar Forest Corporation, the mines or 
the industries, the contractors or the 
timber merchants will not be allowed to 
fell a single tree for ten years, giving 
“nature time to heal the wounds these 
criminals have inflicted on it”. 
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Biimy Mills: From Lock-out to Closure 

ss 

What began as a lock-out at the Hinny Mills in Bangalore has 
been convened into a closure of operations by the management. 
Although the move is being challenged in the courts, the workers 
have been undergoing severe hardships in the last four months. 

The union has concentrated its efforts on seeking judicial 
remedies rather neglecting to mobilise larger support for the 
workers’ struggle. 


OVER 7,(KK) workinc lids', (amities arc 
undergoing iintolil [i.inlstiip as Ihe loi k mil 
at the 12Vycar old textile niannrdcturing 
unitj of the IhniiY Mills ai Haiigalore dragii 
on into Its ioiiith monih urns. Sparked off 
by alleged violence on the lactoiy premises 
by workeis protesting the delay in payment 
of salaries the lock out declared on 
October 28 last yeai seemed initially to be 
yet one more ctisc o( industrial unrest in the 
severely sick textile sector in the state. It was 
just a month ago that anothet century-old 
textile null in the city, the NTC-owned 
Minerva Mills with a workloiec of over 
5,000 had declared a lock out due to laboui 
unrest over the dismissal ol over 1,000 badli 
workers and metease m workloads. 

At the time ot' the lock out the Binny 
managernent simply stated that the lock-out 
had become necessary due to violence in¬ 
dulged in by the workers and claimed that 
they had beaten up management personnel 
and vandalised mill property I'he t 111J- 
affiliated Hinny Karniikara Sangha (ilKS) 
alleged that the violence had been provoked 
and 'engineered' by the management which 
according to them was searching for a 
pretext for declaiing a lock-out. Prior to the 
lock-out tension had been building up within 
the mill over the non-paynieni of hall of the 
salary for September on the plea ot 'finan¬ 
cial constraints'. This was followed by the 
stopping of a haid-won ration credit facili¬ 
ty available to the workers at the mill for the 
past several decades. I he tuial rub came 
when ovei 1,800 badli or daily wage workers 
at the mill were asked to sto)) coming to 
work. The violence at the mill, which in fact, 
was nothing vety'serious seems to have been 
a result of the management’s systematic pro¬ 
vocation of the workers thiough these 
'unavoidable' steps. 

A month after the lock-cnii dccl.irntion the 
management put up a notice on the factory 
permises declaring its iiiieniion of closing 
down operations at the Hangalore complex 
with effect from liecembei 26 What was 
intriguing was the fact that the Binny 
management had applied fot permi.s.sion to 
close down the units as early as CVtober 26. 
it two days beiore the lockout, which 
dearly showed that they had alteady planned 
the closure and the allegations of 'violence 
indulged in by the woikcts' w'as just a 
Orelext 


Again while the employees were still 
recovering Irom the shock of seeing a lock¬ 
out transform into a closure of operations 
the Binny management revealed its true in¬ 
tentions by submitting a proposal for 'aver¬ 
ting' closure. While the management claim¬ 
ed that the proposal had not been thought 
of before and had been worked out at the 
instance of the government jt was clear that 
both the lock-out and the closure had been 
just a weapon to fiighten the workers into 
accepting their 'proposal'. 

Among the pioblems that the 'proposal' 
sought to do away with as a pre-condition 
foi opening the mills were firstly ‘excess 
ancillaiy laboiii’ of over 1,200 workers and 
special facilities available to the employees 
such as a medical leave scheme and a sub¬ 
sidised canteen. The management also 
wanted the trade unions to accept higher 
workloads and allow the introduction of new 
machinery as part of their modernisation 
programme. The proposal also wanted the 
government to 'consider the possibility’ of 
granting some concessions such as supply 
of water to the company quarters at 
domestic instead of industrial rales and 
uninterrupted powei supply at lower tariffs. 
According to the management, together with 
the ictrenehmenl of the ancillary labour if 
these various concessions could be given the 
Bangalore units could save up to Rs 1.75 
ciore a year The units, the management 
claimed, were losing heavily with the total 
accumulated losses for the year ending June 
1988 being Rs 3.30 ciorc. Unsold stocks due 
to a drop in government orders, it said, had 
added to then miserable po.sition. . 

Incidentally the last time a closure notice 
was served at the Bangalore unit of the 
Binnv Mills was in 1981. Then the INTUC- 
led Binny Mills l-abour Association had 
struck a compromise with the management 
which saw the retrenchment of more than 
2,000 workers after which a majority of the 
workers shifted loyalties to the minority 
CH'U union. According to the BKS leaders 
the talk of financial distress and losses by 
the management is just a cover for the 
management’s strategy of using the lock-out 
and the closure threat to put pressure on 
both government and the unions. The 
management, they point out, ha.s already 
gone ahead with placing orders for the pur¬ 
chase of nearly Rs 10 crore worth of textile 
machinery from Japan as part of its plans 


to motKrnfie (he Bangalore units, which 
shows that they are not really serious about 
closing down. 

Meanwhile both the lock-out and the 
closure notice have prompted a spate of 
government directives, court petitions and 
ensuing stay orders. Tlic first of these was 
a government order declaring the lock-out 
to be illegal against which the high court 
gave a stay order only to be countered with 
a petition for the review of the order. The 
closure notice served under Section 25 FFA 
of the industrial Disputes Act was similarly 
challenged by the government which served 
a show cause notice to the management 
asking why the action should not be taken 
against the management for not issuing the 
closure notice under Section 25(0) of the 
IDA, which requires three months notice and 
government permission for closure of in¬ 
dustrial undertakings with more than 100 
employees. The management again obtained 
a stay order against the show cause nonce 
by filing a writ petition arguing that the 
Section 25 (O) was not in force as a single 
judge of the Karnataka high court (in the 
Slumpp, Sehuele and Somappa Co case) had 
ruled that this section was unconstitutional 

In response to a review petition against the 
stay order a division bench of the Karnataka 
higli court which went into the matter has, 
m a significant decision on February 20, 
upheld the constitutional validity of the 
Section 25 (O). A final judgment on the 
validity of the closure notice issued by the 
management under Section 25 FFA is ex¬ 
pected soon. Already the high court judg¬ 
ment is being seen as a victory for the 
workers, who are likely to be awarded back 
wages for the past four months since the 
lock-out. The management which on 
December 26 officially declared the mills as 
being ‘closed down’ is likely to go to the 
Supreme Court for a final judgment. 

While the legal battles have taken their 
own slow course the effects of the prolonged 
lock-out have taken a toll of several lives with 
some workers at the mills committing suicide 
unable to bear the financial strain. For the 
management delayed court judgments have 
been an added weapon to tire the workers 
out. The present Binny Mill management, 
controlled by the Ikmil Nadu-based liquor 
tycoon Ramaswamy Udayar, has a history 
of breaking the nearly 10-month-long strike 
at the Binny Engineering Ltd, in Madras last 
year by simply waiting out, after which the 
workers trooped in for work signing under¬ 
takings accepting humiliating working con¬ 
ditions. The BKS has accused the Binny 
management of attempting a repeat of their 
Madras performance at the Bangalore 
esurtilishment. 

As far as the unions are concerned the 
CITU-led BKS has largely resorted to 
judicial remedies to resolve the issue. Apart 
from a few processions and a one-day teitile 
bundh in November which evoked good 
response in the textile belt in Bangalore, no 
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slinTflcunit struggle ^ilas been tauAch^ M 
iiivt^ve tither workers in other industries or 
the general population. Apart from orga¬ 
nisational limitations the inability of the 
union to draw workers into forms of struggle 
b^ond the filing of petitions has been due 
to' the neglect of proper political education 
of union members prior to such crisis situa¬ 
tions. The tragedy is that even the actual 
crisis has not been utilised to arouse 
the workers and the lay populations 
politically. 

For a brief while the thoroughly dis¬ 
credited INTUC-union tried to make a com¬ 
eback by issuing a flurry of threats to the 
management and trying to impress the 
workers by getting central ministers to 
intervene in the issue but soon got entangled 
in an intra-organisational conflict with one 
section of the state INTUC leadership 
accusing the other of taking bribes from the 
Binny management for arriving at a 


SOME of our stock exchanges continue to 
ignore the provision of our Constitution 
guaranteeing to every citiren under its 
Article 19(g) the fundamental freedom of 
busines.s, profetision and vocation, by enfor¬ 
cing their archaic and unreasonable restric¬ 
tions on the entry of new members in the 
stock broking profession. In the absence of 
any effective measures by the government so 
far to remove such artificial restrictions on 
this fundamental right, it becomes extremely 
difficult for the intending new-comers to 
enter this field. 

Article 19(g) of the Constitution very 
clearly lays down that.all citizens shall have 
the “right... to practise any profession or 
carry on any occupation, trade or business”. 
Only the stale is permitted by the Constitu¬ 
tion under Sub-clause 6 of the article to “im¬ 
pose in the interest of the general public 
reasonable restrictions” on the exercise of 
this right and prescribe the necessary “pro¬ 
fessional and technical qualifications”. 

This implies that every person having the 
necessary {irofessional or technical qualifica¬ 
tions (if prescribed by the state) has the fun¬ 
damental right to practise the profession of 
stock broking like any other business or pro¬ 
fession. Even the state is not allowed to im¬ 
pose any unreasonable restrictions on this 
right. Besides, whatever restrictions it im¬ 
poses have to be in the interest of the general 
public It is extremely doubtful whether the 


compromise. 

The state gosemment, not known for its 
pro-labour stand, dragged its feet in taking 
steps against the management doing so only 
under pressure of public opinion or union 
demonstrations Closure of textile mills has 
become a politically sensitive issue in the 
state with 11 out of 42 mills both private and 
nationalised having closed down or sus¬ 
pended operations in the past few years 
rendering thousands jobless. It would, 
therefore, not be surprising if the state 
government, while continuing to make 
threatening noises against the management 
strikes a deal with it to ensure the con¬ 
tinued running of the mills. The future 
course of the government, the management 
and the unions is likely to be influenced con¬ 
siderably by the outcome of the high court 
judgment on the validity of the controver 
sial Section 25 (O) in the Binny Mill closure 
case. 


stock exchanges have any right to impose 
unreasonable restrictions on the exercise of 
this fundamental right. Besides, restricting 
the membership of the stock exchange can 
scarcely be teriaed to be in the interest of 
the general public. 

It is doubtful whether even the Bar Coun¬ 
cil or the Institute of Chattered Accountants 
which are o^anisations representing certain 
professions have the right to lay down that 
in the areas under their jurisdiction, there 
will be no more than a particular number 
of advocates or chartered accountants. It is 
doubtful whether they can lay down any 
conditions making the entry of new-comers 
into such fields virtually impossible. Any 
such rc.strictions, if impo.sed, arc bound to 
conflict with Article 19(g) of the 
Constitution. 

However some of our stock exchanges 
have been continuing their old and outdated 
regulations intended to restrict the entry into 
the profes.sion of stock broking. This is being 
done by virtually freezing the membership 
of the exchanges. This is evident from (he 
fact that though the volume of business, say, 
on the Bombay Stock Exchange has in the 
past few years expanded by about 400 per 
rent or more, the membership of the ex¬ 
change has been kept virtually frozen around 
500. (It was at 515 at the end of 1987.) This 
is being done by refusing to take more 
mwnbers. though such refusal contravenes 


Article 19(g) of the Constitution. Under tfiT 
consequent situation as it obtains at present, 
the stock exchange is proving itself incapable 
of coping with the ri.siiig volume ol business. 
Settlements are being arbitrarily prolonged, 
pay-in and pay-out programmes are in dis¬ 
array. unofficial tiosures of the market are 
suddenly announced, the weekly sessions for 
the trading in odd-loi shares are being sud¬ 
denly cancelled and investors are being made 
to wait inordinately toi receiving the pay¬ 
ments due to them Investor service is at a 
low ebb. 

Some members o( the exchange arc in¬ 
clined to believe that like various ssK'ial clubs, 
the stock exchange is also a club and it has 
the same right of restricting its membership 
as these clubs have However, the analogy 
seems fallaciou.s While the denial of 
membership of any club, say, the Rotary 
Club or the I ions Club, does not result in 
preventing any peison from practising any 
business or profession, the refusal by the 
slock exchange to admit .my person as its 
membei ptevents him oi her from practis¬ 
ing the stock bioking piotcssion, because 
only members ol xhe stock exchange are 
allowed to carry on business activity relating 
to shares and sesunties. While social clubs 
can, Iheiefoic, decide lo keep their member¬ 
ship limned oi fro/cii, it is dotihtiul whether 
the Slock exchange can do so on the .same 
analogy, ii is surprising thai even some 
financial insniiiiiiuis which are .seeking 
membership ol t‘ic exchanges an; being pul 
off from time to tune under various excuses. 
According lo the laics! reports in this regard, 
a committee ol the exchange is to determine 
the conditions under which financial institu¬ 
tions will have to liinction after they arc ad¬ 
mitted as members It is doubtful whether 
the stock ext haiigc tan reasonably have one 
set of rules loi s’C' iaiii menihers and another 
set for the icsl of if. members. 

If the Slock e.schatige prescribes certain 
educational or olhei v|ualificaiions and 
prescribes certain fees it is understandable, 
provided these are reasonable However, any 
such conditions, i! iiisihibitive and therefore 
likely to deny membership lo new-comers is 
bound lo tonllict tsiiii Ailule 19(g). 

Some ir.eriibers >eei:i lo lee! that it is not 
pr'ssible !o ascoti!niod,jic tins inoic members 
in ihe Jeeieebliov loweis and lliereCore the 
•Slock exchange cjtmol lake any more 
memheis. As the sitii.'itioii stands at pieseni 
already about KK) members have their of¬ 
fices oulside Ihe Jceicebhoy 'lowers and 
thcrel'oic the atgunienf ih.it more members 
cannot be laki-n as they cannot be provided 
oft ice space in ihe slock ...xchange building 
.seems unteriablr 

Besides, Article t9fg) docs not recognise 
any such grounds even for the stale to pre¬ 
vent Ihe entry ol any citi/cn m any business 
or piotession of hi*, choice. It may therefore 
be only in the I ilness of ilniigs for the stock 
exchanges to imdeistand this po.sition and 
act vciy reascMiably on Iheii own, instead of 
waiting until being forced bv some outside 
agency to comply with (he i>i ovisions of our 
Constitution in ihis regiiid. 


Restriction of Membership 
Stock Exchanges Contravene Constitution 

M D Dewani 

By virtually freezing the number of members, the stock exchanges 
are breaching the right guaranteed by the Constitution to practise 
any profession or carry on any occupation, trade or business. 

That apart, the stock exchanges’ arguments for restricting the 
number of members despite the manifold expansion of the 
volume of business are clearly untenable. 
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Drought, PDS and Co-operatives 

L C Jain 

There is literally no public participation in the working of the 
public distribution system (PDS) network, even in an advisory 
capacity. The village population for whom certain essential 
consumer items are despatched, is kept in the dark about the 
items, their quantities, quality and price. The administration feels 
uneasy with what it regards as a meddlesome public. 


DROUGHT nianagcnitfni fias been reduc¬ 
ed by the authorities lo a mere movement 
of foodgrains from stocks to states. 
Witness the euphoria whipped up about 
what is claimed as successful management 
of the worst drought of the century. Each 
drought inflicts gicat loss of a longer term 
consequence on the poor of the land 
which the authorities gloss ovet. 

For example, drought claimed the lives 
of thousands of cattle. Many found even 
the photographn view of the vultures 
eating into the carcasses, unbearable. Im¬ 
agine the lot of the rural poor helple.ssly 
watching their own dear ones being so 
devoured. Animals were also their asset, 
and often the only asset. Animals are an 
important cushion loi the poor in 
drought-prone areas. The carcasses meant 
the di.sappearance of both past savings as 
well a.s the continuing sources of income 
of an uncounted number of poor rural 
labour households. 

The government has never thought it fit 
to publish a white or black paper indi¬ 
cating the extent of losses thus suffered 
in a given drought year by the poor house 
holds, n-ue. the spectre of famine deaths 
docs not haunt the land as in the pa.st. But 
this has been so for some ycats now. The 
question is, whether the policy makers 
have some interest in moving above the 
famine-line. Were they to do .so, exultation 
would yield place to sorrow. 

One direction in which policy could 
move above the famine-line would be to 
replace the lost assets of the poor as a part 
of drought management. Second would 
be to shed continuing complacency about 
the management of F'ublic Distribution 
System (PDS) and public works pro¬ 
gramme. Neither have shown any visible 
improvement, in spite of the challenge of 
a severe drought. Ifue, the number of sites 
offering food-for-work opportunities 
increased; but the benefits of this did not 
accrue to the poor in us fulness. The food 
as wages did not reach them promptly or 
directly, i c, without having to pass 
through the leaking conduit of labour 
contractors and ration shop owners. 

A measure of poor manageineiu of 
even the national level agencies of PDS 
which are relatively more in the public eye. 


is provided by the annual reports of the 
Food Corporation of India (FCI), where 
even marginal savings would in absolute 
terms be a mouth-watering sum. A more 
recent evidence of similar lack of manage¬ 
ment grip is provided by the report of the 
Controller and Auditor General of India 
(CAG) on the working of the National 
Co-operative Consumers Federation 
(NCCF) for the period ending March 
1087. What one is appalled by are not only 
the losses and mismanagement, but no 
less by the so-called correctives applied 
which are plainly misdirected. 

Set up in 1965, one of the objectives of 
NCCF was "to improve the functioning 
of its member institutions dealing in pro¬ 
curement and trading of essential con¬ 
sumer goods, hold the price line and 
maintain quality control’'. After two 
decades of functioning, in October 1987, 
the registrar of co-operatives declared the 
NCCF to be “undoubtedly in a sorry state 
of affairs’’, superseded the elected board 
and vested the entire management control 
in the hands of the officials. 

The decision of the registrar to let the 
officials run the NCCF seeks to create the 
impression as if in the so-called mis¬ 
management in the past, the attached 
officialdom had no hand. It should be 
noted that though NCCF has an elected 
board, its executive functions have always 
been under the control of a managing 
director (MD), who has invariably been 
drawn from the IAS. 

Experience in Anohra Pradesh shows 
that village credit and processing co¬ 
operatives lost more heavily when the 
elected mani^ements were superseded by 
pure officialdom. To prove the validity of 
this proposition, a non-official organisa¬ 
tion in Andhra Pradesh, Samakhya, has 
demonstrated that when elected manage¬ 
ments were restored, the co-operatives 
were more successful in obtaining healthy 
business results. With one proviso, 
however, that it is not merely a question 
of election, but full membership educa¬ 
tion, i c, the co-operatives’ voters were 
awakened by Samakhya to their rights, 
responsibilities and an understanding of 
the basic co-operative principles. 

One worries therefore whether the 


nipefsession of the board of NCCF wtid 
the entrustment of its management tq a 
team of officials, no matter how good 
individually, will by itself convert the sorry 
state of affairs into a satisfactory one. 
Unless some other key aspects of its 
operations are changed, it will be well nigh 
impossible for NCCF to make a signi¬ 
ficant recovery. 

For example, CAG has pointed out that 
more than 50 per cent of NCCFs turnover 
is accounted for by “controlled cloth and 
confiscated goods, making the Federation 
largely dependent upon government 
patronage for business’*. This patronage 
is as much a boon as it is a curse consider¬ 
ing the objectives for which NCCF was 
set up. NCCF was to cater to the poor 
consumers. If that promise was to be 
fulfilled, then 80 per cent of its turnover 
should have been in food items which 
account for about 80 per cent of the con¬ 
sumer expenditure of the poor. If the 
distortion in the basket of goods handled 
by NCCFjs not corrected, then it would 
continue to be mismanaged at least in 
public interest terms. 

Second, this correction would also help 
to push to the margin, its present pre¬ 
occupation with controlled cloth-—a 
system saturated in corruption, and with 
confi.scated goods which is only another 
name for that evil. The government is 
squarely responsible for loading NCCF 
with confiscated goods and controlled 
cloth business, to suit its own convenience 
regardless of the primary purptoses of 
NCCF. Co-operative consumer stores 
should not be seen in the company of con¬ 
fiscated goods. Pity is that an IAS officer 
as ‘administrator’ of NCCF will be in even 
more vulnerable position to resist govern¬ 
ment pressure to trade in such corruption- 
prone items. 

Third, another source of poor manage¬ 
ment of NCCF is underfinancing of this 
important public distribution agency. 
While in the case of many public under¬ 
takings, including the National Ibctiles 
Corporation, Maruti Enterprises, and 
others, government has poured in substan¬ 
tial share contribution, NCCF has been 
forced to ‘overtrade^—a turnover of 
around Rs 1S9 crore in 85-86 with a low 
capital base of about Rs 6 crore. The 
government has not bothered to evolve a 
proper debt-equity ratio for a distribution 
agency such as NCCF which has to ac¬ 
cumulate stocks, distribute them through 
a widely spreadout network, which in turn 
is addressed to consumer members whose 
own financial liquidity is low. 

Therefore, it is clear that if there is no 
radical realignment of the basket of goods 
handled by NCCF with the purchasing 
pattern of the poor, and if the pattern of 
financing its operations remains in the 
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same groove u in the past, its perfor¬ 
mance is not likely to improve much, even 
in conditions of an ideal lAS-management 
unencumbered by an elected body. 

On the other hand, improving NCCF 
efficiency is of viul importance In the 
overall PDS network, though NCCF is 
like a small drop in the ocean, it is relative¬ 
ly easy to improve the working of a co¬ 
operative, as Samakhya has shown, i e, 
relative to pure govenunent-run consumer 
corporations or privately-run ration 
depots. A recent government committee 
(of officials) has also brought out that 
much of the debasement of management 
in co-operatives in the past three decades 
is due to the co-operative law which has 
sought to weaken membership control over 
co-operative enterprises and substitute it 
with registratfs control, and has pleaded 
for ‘democratisation’ and ‘debureauciati.sa- 
tion’ of co-operatives all along the line. 

A vigorous co-operative segment in 
PDS could help to influence the general 
working of the latter, given its increasing 
responsibilities. PDS has recently been in¬ 
cluded in the minimum needs basket. It is 
an acknowledgement that poverty house¬ 
holds do not have adequate acces.s to 
essentialconsumer items even if they hap¬ 
pen to. per chance, acquire some purchas- 


P W BOTHA, then prime minister of 
South Africa never took kindly to the 
establishment of the Southern African 
Development Coordinating Conference 
(SADCC) because it collided with his own 
grandiose ambitions of establishing a con¬ 
stellation of southern African states under 
his own country’s leadership. The first 
step in this move was to launch his own 
economic community in 1979. But because 
of the hostile political climate against his 
apartheid regime both at home and 
abroad all he could muster to join him 
were former Bantustan states on which in¬ 
dependence wgs forced. Small wonder 
then the name was called South Africa, 
IVanskci, Bophutatswana, Venda and 
Cisket or SATBVC. 

This remained its name until Novem- 


ing power through labour of one kind or 
the other. The official documents acknow¬ 
ledge that the bulk of the essential con¬ 
sumer items being distributed through the 
PDS network are being consumed in 
urban areas and quite a bit of that by 
households whose income is way above 
the poverty line. (That this loo is corrup¬ 
tion and mismanagement is not ordinarily 
recognised.) Mere inclusion of PDS in the 
minimum needs may improve poll pro¬ 
spects for a political party, but it will leave 
the intended beneficiaries of PDS in the 
cold if its operational content and design 
are not changed. 

Presently, there is literally no public 
participation in the conduct of the PDS 
network, even in an advisory capacity. The 
village population foi whom certain 
cs.sciitial consumer items are despatched, 
at any given time, is totally kept in 
darkness about the items, the quantities, 
quality and price. This is not a lacuna loi 
which a petty ration shop owner could be 
blamed. It is an environment fi.xcd by 
public administration which feels uneasy 
with what it regards as a meddlesome 
public. A first step i» to infu.se the PDS 
with at lea.si the power of the information 
revolution. The next step would be 
participatory managemenl. 


ber 21, 1988 when it was changed to the 
Economic Community of Southern 
Africa (ECSA). Not much happened in 
this period except that at its second con¬ 
ference in 1982 the Secretariat for 
Cooperation in Southern Africa, namely, 
Secosaf was formed. The third conference 
was held last year against the background 
of Botha’s visit to Mozambique, Malawi, 
Zaire and Ivory Coa.st where he was 
welcomed a.s a head of state. This was seen 
by observers as piercing the blockade that 
had been mounted by the OAU since its 
formation in 1%3. Therefore, in the opi¬ 
nion of the South African strategists, 
there was no need to put SATBVC in cold 
storage anymore. 

This third meeting has been described 
as a ‘summit’. Tiiose who attended besides 


Botha were acting piesideni T M Moltiwa 
of Bophutatswana, president Lennox Sebe 
of Ciskei, president Oota Ravele of Venda 
and major general - Bantu Holomisa of 
Transkei. After briefing his puppets on his 
trip and also suggesting I he change in 
name to ECSA, he laid bare his plans for 
the coming period for the whole of the 
region. He said; 

The changrd economic conditions within 
souilieiii Aliica vet-re nrcessilaling a new ap¬ 
proach The new watchwords arc aflbrdabili- 
ly and ctlicicncy and in southern Africa we 
all sliould be looking at fundamental 
ecoiiuinic reslructuring 
He empha.sised that other African states 
should not be excluded from his com- 
munitv. I'he re.structuring that Botha has 
in mind undoubtedly is privatisation of 
some his state-owned enterprises like 
South African Iransport Services (SATS) 
which employs ovei 2,50,0(X) people. 
•Apart from Botha’s rhetoric, about “we 
arc a community ihat plates emphasis on 
economic eo oticratioii and development’’, 
theie is little that the SATBVC can show' 
foi nscll. 

South Africa's open intervention to 
suppress the insurgents in Bophutatswana 
and iis iiiiiigues in ousting Stella Sigau in 
the Iraiiskei are loo well known to be eon- 
tradieied T his i.s because of the deleriora- 
iion of conditions m these countries. 
Apart from political considerations, 
Botha’s stale could not help in the 
devclopnieiii ol these former reserves 
because the apartheid stale, like a monster, 
was gorging all the surplus produced by 
33 nullion South Africans. And this Botha 
openly admitted to his puppets in Ih-etoria 
when he said: “Our state coffers simply 
cannot fund all that has lo be done’’. He 
said this in reference to calling on the 
private .secio' ti> assi.st, lot “its investment 
is es.sentiar' 

‘Private seclor’ is a euphemism for the . 
four major South African monopolies 
that doinmaie the South African econo¬ 
mic scene led by the Anglo-American con¬ 
trolled by the Harry Oppenheimer and his 
son Nicolas. It is known that Anglo- 
American is the largest single private in¬ 
vestor in the United Stales. However, what 
surprised even' hard-boiled capitalists that 
in 1986, the South African investors col¬ 
lected 18 billion dollars in profits Irom the 
US more than what the combined toul 
from Greece, Italy, Belgium and 
Luxemburg 

These four have huge capital at their 
disposal. However, for them it is not 
enough that there be a stable political 
climate, but also there be a proper 
oiganisational framework lo ensure that 
their investments and their profits are not 
tampered with. The idea of constellation 
of states of which the Economic Com- 


Southern African Economic 
Community: Who Gains? 

Karrim Easack 


The South African regime is doing its best to undermine efforts 
by the neighbouring states in the region to come together in order 
to lessen economic dependence on foreign powers, especially on 
the apartheid state which dominates the economic scene in the 
region. One such South African manoeuvre is the setting up of 
the what is now known as the Economic Community of Southern 
Africa with the support of its puppet states. 
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munity of Southern Africli woukl be an 
anchor is the answer. It is the first step in 
the wider plan to dominate southern and 
central Africa economically 

However, what stands in the way is 
SAOCC. It consists of nine states, su of 
whom are landlocked. Three ol them, 
namely, Lesotha Botswana and Swaziland 
are using Durban and Port Elizabeth for 
their exports and imports. More impor¬ 
tant these three former British F’rotec- 
torates are linked with South Africa in a 
customs union called Southern African 
Customs-Union (SAC'U). These then are 
the targets in this new ccononiie offensive. 

South Africa adminisiers SACU and 
collects duties on foreign goods, and then 
gives a percentage o( the amount collected 
to the three stales 7 hougli the percentage 
is minimal, the actual amount is such as 
to give Botswana for instance .70 per cent 
of its total revenue. South Africa has this 
advantage in that its goods enter duty free. 
Observers, however, believe that the next 
move will be foi South Africa to invite 
Its puppet states, namely, Transkei, 
Bophutatswaiia. Veiidu and Ciskei to join 
SACU. This would pul the other states in 
a dilemma, for they like the rest of the 
OAU slates do ni>l lecognise these apar¬ 
theid creations. What option.s have these 
three have? 

C'ASi'fh Btn'iWAN.A 

Consider the ca.se ol Botswana. Apart 
from what has been mentioned, like most 
SADCC states, il\e people of Botswana do 
not own then resources. The minerals 
which now account for nearly 80 per cent 
of their exports are owned by subsidiaries 
of the Anglo-American like De Beers. 
These operate the diamond mines at 
Orapa and Jwaneng near kanye where 
president Masire comes from. Diamonds 
accounted for 72 per cent of the total ex¬ 
ports in 1986. 

Further collaboration between 
Botswana and South Africa was evident 
when it was reported that tlie deal for the 
establishment of a soda ash plant was clin¬ 
ched between the Botswana government 
and African Explosives and Chemical In¬ 
dustries (AECI), at one lime the largest 
industrial undertaking in South Africa. 
The two major shareholders were the 
Anglo-American and the British ICl. 
Soda ash is an ingredient to manufacture 
explosives and this venture costing 
anything between .778 million US dollars 
and 400 million will begin operating this 
year. AtiCl will buv 80 per cent of the pro¬ 
duce for its Sasolberg plant. The signi¬ 
ficance of this deal was highlighted by a 
Botswana correspondent who wrote: "A 
percentage of Suit f*an produce will be 
transported to Al-CTs factory in 
Sasolbeig, also associated with ^uih 


Africa's military, pnfiwtnably for the pro¬ 
duction of chlorine and caustic soda”. 
There is no doubt that SAD P’s interest in 
AtCI is for the supply of explosives. And 
It IS these that make their way to the MNR 
bandits operating in Mozambique and 
making forays into Zimbabwe itself. 

A number of Zimbabwean companies 
under the umbrella Sua Pan Zimbabwe 
(PTY) Limited wanted to participate in 
this. However, the government was think¬ 
ing seriously about this matter for who 
would like to see their own soldiers killed 
by MNR counter-revolutionaries using ex¬ 
plosives made possible through Zimbab¬ 
wean participation? 

How docs SADCC view the formation 
of ECSA. How vulnerable are they to the 
pressures that must be exerted in the com¬ 
ing period? There are those who believe 
that once South African society is demo¬ 
cratised, then the doors of SADCC would 
be open. This is naive, for South Africa 
will not enter any association whether it 
be political or economic where it is not 
the boss. The Botha regime knows the 
power it has. Besides the three SACU 
states, Zambia, Malawi and Zimbabwe are 
landlocked. And the Botha representative 
openly boasted that Zimbabwe has a 
preferential trade agreement with South 
Africa and that Malawi, Zambia and 
Zaire have all 50 per cent of the total trade 
with it. 

SADCC' was set up with the purpose of 
lessening economic dependence on foreign 
powers in particular South Africa in the 
field of transport, communications, 
energy, agriculture, mining and industry. 
With the exception of Tanzania and 
Angola, ownership of the major means of 
production in the SADCC states is in the 
hands of fordgners mostly South Africans! 
Nevertheless, it is in the field of transport 
that SADCC has been able to report suc¬ 
cess. Not only its ports of Dar es Salaam, 
Bcira, Maputo, Nacala and Lobito being 
modernist but that 63 per cent of its im¬ 
ports from overseas passed through them. 

Hciwever, the weak link in SADCC's 
chain is Botswana. Its headquarters is 
situated in its capital Gaberone. It is one 
of the front line states. Yet it refuses to 
attend any of the PTA meetings. This 
caused concern at the Arusha meeting of 
the PTA held late last year. As one 
reporter said; “Sharp questions were rais¬ 
ed at the PTA meetings in Arusha, Tan¬ 
zania last month about Botswana's role 
vis-a-vis the various southern African 
communities". 

And Rampolo Molefhe, reporter of the 
Botitwana paper Mmegi wa Dikgang said 
that the Botswana government was engag¬ 
ed in another round of secret talks with 
South Africa. He added: “The meetings 
was attended by officials of the attorney 


genieml’s office^ conttneite and induttijr 
and were led by the ministry of finuce 
and development planning." Commented 
a spokesman “These are secret talks. We 
never release any information on such 
discussions!’ 

There is little doubt that considerable 
pressure has been applied on Botswana to 
keep it from attending the ulks even 
though its other SACU partners, namely, 
Lesotho and Swaziland have participated 
in the PTA. An example of this is cited 
here from a Radio South Africa commen¬ 
tary: “Without a South African underuk- 
ing not to open a synthetics plant in com¬ 
petition with the Sua Put project, h would 
not have been economically viable for the 
government of Botswana to go ahead with 
the project!’ Observers believe that the Sua 
Pan project was a form of a reward for 
Botswana not attending a PTA conference 
in Arusha. 

Of all the SADCC states the economy 
of Botswana shows a healthy growth with 
its currency the pula (1 pula - 'A US 
dollar of T Shs 64) being strong. South 
Africa wants to use it as a showcase to 
others, as a lesson that their economies 
could be just as healthy if they cp-operated 
as Botswana has done economically. 

The force behind ECSA arc the four 
major monopolies, namely, Anglo- 
American, SANLAM, South African 
Mutual and Rembrandt, which Botha 
refers to as ‘the private sector’. These 
giants are used to mergers and takeovers. 
Would ECSA then merge with SADCC or 
be an object of a takeover bid in the 
future? If it is to be the latter then it is 
your guess as well as mine which SADCC 
country will be the first to fall to ECSA 
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PERSPECTIVES 


Age at Marriage: How Much Change? 

Malini Karkal 
S Irudaya Rajan 

There is no doubt that the age of marriage of girls has been 
showing an increasing trend over the yeant. However it continues 
to be much lower than the legally prescribed age and a large 
number of girls continue to be married at very young ages. 


THE relationship of marriage to sexual ex¬ 
posure and the differences in the reproduc¬ 
tive behaviour of those who marry at dif¬ 
ferent ages, are the two of the issues that 
have prompted demographers to study the 
patterns and trends in age at marriage and 
fertility that were experienced historically in 
European populations.' McDonald points 
out that “age at marriage has received sur¬ 
prisingly little attention in other relevant 
branches of social sciences such as social an¬ 
thropology and comparative family socio¬ 
logy. Most standard t«ts in social anthro¬ 
pology make virtually no mention of age at 
marriage, and age at marriage is not includ¬ 
ed as a variable in Murdock’s Ethnographic 
Atlasl’^ 

' Malthus in the presentation of his thesis 
* on population, has stated delay in marriage 
union as a major preventive check of moral 
restraint on the growth of population.’ 
Davis and Blake postulate that early age at 
marriage in pre-industrial societies was a 
societal measure to ward off the threat of 
failure in population replacement.* Freed¬ 
man mentions delayed marriage as one of 
the fertility control measures.’ Matras also 
mentions age at marriage and control of 
marital fertility as two aspects of family for¬ 
mation that influence the number of 
children ewr born.* 

Empirical data have been Xised by various 
authors to explain the declines in fertility 
that were experienced historically in Euro¬ 
pean population. Spangler explains that 
population in Frahce^ at least since 1860, had 
reduced natural increase of its population 
bv delaying marriage and limiting marital 
fertility.^ Similar aitaiysis was presented by 
Yen de IMdls for the population of Europe,* 
and by Glass and Orebanik for Great Bri¬ 
tain.* Gratill, Kiser and Whelpton gave 
dau for American population from the 
bei^ning of the twentieth century and 
eqslained the changes in fertility of women 
by their ages of entry in child-bearing.'" 
Kiser, alongwith the influence of changing 
age at marriage, explains the declines in ferti¬ 
lity through tte effective use of fertility 
regulation." 

In all the studies conducted in recent 
times, age at marriage and duration since 
marriage are the two variables considered to 
be important in understanding differentials 
in fertility. The World Fertility Survey 
(WFS), which collected data from 42 
developing and 20 developed countries, has 
rqiort^ in its arutiysis the effect of these 
vuiables. It mentions, "Although age at 


marriage is a topic of interest to demo¬ 
graphers in its own right, it has been singled 
out for intensive study primarily because of 
the irhpact of nuptiality on fertility". 

The demographers’ interest in the study 
of age at marriage lies in the fact that 
women who marry young are exposed to 
conceptions throughout the most fecund 
years of their lives, are exposed to com¬ 
paratively longer duration and tend to 
shorten the inter-generational ^ars, thus in¬ 
fluencing the fertility to be higher. IVusell, 
therefore says that, “In most of the coun¬ 
tries fertility is predominantly confined to 
marriage (or stahit unions) and marriage 
itself signals the i'l'gimiing of exposure to 
risk of pregnancy. In .societies in which con¬ 
trol of marital fertility is absent, the pattern 
of first marriage, the proportion who ever 
marry and the pattern.s of marital dissolu¬ 
tion and rcm..itiage, jointly determine the 
overall leveh . fertility. The most important 
of these detci mmants are the First two. Even 
in population in which marital fertility is 
modestly coir' oiled, marriage patterns still 
play a dominant role in governing fertility 
levels".'’ Lesth.ieghe points out that, “In 
develoi4n(i countries control of marital ferti¬ 
lity alone will down fertility, age at marriage 
and/or proportion who never marry would 
have to rise as well”. 

Attempts are now being made by several 
countries with low age at marriage to raise 
it, mainly with expectations of lowering ferti¬ 
lity of population. In spite of this demo¬ 
graphic interest in the timing of the marriage 
it has to be realised that a complex of related 
changes are necessary in the focus of mar¬ 
riage decision. Among these the important 
ones can be, choice of partners, the expected 
relationship between the spouses, the posi¬ 
tion of the young in the family, especially 
the women, distribution of decision-making 
power among members of the family, ex¬ 
pected dependency of the young on the kin, 
etc. Most, important among these is the 
decision-making and the dependence. It is 
observed that when the decision rests with 
the kin the ^e at marriage is low.'’ 

In social situations such as those in India, 
age at marriage does not always indicate 
exposure to sexual intercourse and in many 
cases another ceremony indicates the time 
when the bride goes to live with her groom. 
Consummation of marriage is delayed 
because the girls are married young, 
invariably before they are able to ibIk deci¬ 
sions. Age at marriage in such societies is 
very much indicative of the status assigned 


to the women and the role of home-makers 
that is given to them. 

In contrast to the society in Europe and 
the United States where the conjugal family 
and the individual are at its core, in the tradi¬ 
tional family structure in India every indi¬ 
vidual is expected to be primarily under the 
control of the family through its head in 
particular and elders in general. The major 
role of women is to meet all the requirements 
of the members of the family and social 
attitude is that women are not fit to be 
independent. At every stage in her life a 
woman should be under the dominion of 
someone, her father, her husband or son. 
The purpose of marriage was the trans¬ 
ference of the father’s dominion over her in 
favour of her husband. This transferrace 
should hence take place before a girl reached 
the age when she might question it.'* Con¬ 
summation of the marriage is deferred 
bccau.se the girl is too young at marriage: 
It is therefore, generally observed that the 
consummation takes place soon after the girl 
attains menarche. Much of the rise in age 
at marriage reported for recent years from 
Indian data is because of the relative rise in 
the ages from cxtieiiie young age groups 
(0 to 4 ycais and i to 9 yeans) tothose a little 
higher. Most marriages, however, still take 
place aiound the age at menarche. 

Subjugation of women was further 
achieved through the custom of the girls 
marrying men who were much older than 
them. WhHc a girl was prescribed an early 
marriage, the man was expected to undergo 
education fur at least 12 years after his 
initiation at age 8. A man, therefore, was 
married at the age of 20 or later, whereas 
the girl was married at the age of 8 or earlier. 
This wide gap between the ages of the bride 
and the groom a.ssured inequality between 
the partners. Traditional norms of this 
nature continue to dominate even today and 
the age at marriage of the female is low. 

Effects of early marriages of girls were 
recognised as one of the causes of problems 
in society and several social reformers ad¬ 
vocated raising the age at marriage. The 
Civil Marriage Act of 1872 was passed as 
a result of the efforts of Ram Mohan Roy. 
Prior to the passing of this act, a provision 
of the Indian Penal Code rendered the con¬ 
summation of marriage before the girl had 
attained age 10, punishable with life 
imprisonmcih. 

The most well known legislation on child 
marriage is the Sarda Act of 1929 which 
Fixed the marriage age of at 18 and girls 
at 14. It extended only to British India. Con¬ 
sequently, people started performing child 
marriage.s in nearby Indian states. The act 
did nut prohibit child marriages nor did it 
render them null and void. In 1949 the 
marriageable age of the girl was raised from 
14 to IS. The latest legislation, the Child 
Marriage Restraint Act of 1978 has revised 
upwards the age of the girl. She has to be 
18 years and the boy 21 years before mar¬ 
riage. More importantly the offence has been 
made cognisable All these laws are followed 
in their breach and this wilt be proved by tiie 
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uklm piece fa 
tiuuiy communltiet in India child marriage 
is practised even today. During certain 
marriage seasons marriage involving several 
hrldet and grooms are celebrat^ with 
.fanfare 

Singulate mean age at marriage (SMAM) 
for the males and the females is calculated 
hy Hajnal’s method which uses data pro¬ 
vided in censuses on the proportion never 
married by five-year age group.s. This 
method ignores the effect of mortality on 
the never married and results in giving a 
higher SMAM. Available data show that 
mortality -in younger ages is substantially 
hi^ and it is higher for female thus the error 
in female SMAM will be higher than that 
for males. 

Indian census reported both males as well 
ns fmaies in ages under 5 as never married 
in I9SI and under 10 in subsequent censuses. 
This in reality is not true as evidenced by 
the reports of marriages at very young ages 
for all the earlier years and the information 
from a few of the available surveys. Census 
pf 1931 had reported four out of 100 boys 
and one out of ten girls in ages under 10 
married indicating that many of them must 
have been married earlier. Looking at the 
pattern of changes in age at marriage, the 
reported figure of no marriages under age 
10 in the census 1961 onwards cannot, 
therefore, be taken as reality. 

SMAM was calculated by Agarwala for 
decadel periods between I89I-I9SI using 
decade synthetic cohorts. For the purposes 
of calculation Agarwala projected for 1951 
population never married in ages 0-4 from 
earlier data. Similarly, for calculating 
SMAM for 1961 and 1971 he projected pro¬ 
portions never married for ages below ten. 
The census provided information on age at 
marriage for females for 1971-1981 based on 
Agarwala’s method. 

The present authors have used the same 


procedure as that of Agarwila fof cateUta* 
ting the SMAM for 1981. However, Agar¬ 
wala did not consider mortality in hit 
calculations, which was taken into considera¬ 
tion by the present authors. Modified for¬ 
mulae of Hajnat's method suggested by 
Malaker was used which prov ided for effect 
of mortality on SMAM (Table I). 

From Table I it is seen that the officially 
reported age at marriage of Indian popu¬ 
lation, which is the one calculate by 
Hajnal's method, is much higher than when 
corrections are made for the married in ages 
below 10, which the census uniformly 
reports as unmarried, and for the levels of 
mortality of the population. 

It is observed that data collected through 
surveys, wherein enquiries are made for the 
respondents give age at marriage which is 
quite tow. This can be seen in many reports 
of surveys in different parts of the country. 
Ihble 2 gives the age-groups for marriage 
reported by respondents of different ages 
from Nasik district of Maharashtra. 

The age of marriage has shown a rise over 
the years. For females who were aged 50 and 
above, the age was 11.^ years. Ibn years 
later, for females aged 4(M4 it was 13.62 
years, for those aged 30-34 it was 14.60 years 
and for 20-24 it was 15.39 years. What is 
significant is that in spite of the increasing 
trend, the* age at marriage continues to be 
low and much lower to the one that is legally 
prescribed. That a large number of girls are 
married at very young ages is observed even 
from the census data. Even though the de¬ 
mand for increase in age at marriage results 
in all those under age 10 being reported as 
‘never married*. This is far from the real 
situation. Another point that needs attention 
is the fact that all injustices that women are 
faced with, are rooted in the attitude of 
society that considers women as sex objects. 
In this context it is observed from the data 
that marriages are at best deferred to ages 


Tasle 1: Singulate Mean Age at Marriage (SMAM) Calculated by Agarwala's Method 
rOR 1961, 1971 AND 1981 BY MaLARAR FOR 1961 BY HaJNAL'S METHOD AND AS CAIjCULATED FOR 
Correction of Maritai Status Distribution and Mortality for 1961, 1971 and 1981 


Agarwala’s Method Malakar 
1951-61 I%I-7I 1971-81 1961 


Hajnal’s 

Method 


Marital Status and 


Male 

22,3 

22.7 

22.4 

20.6 

22.4 

23.3 

17.4 

17.3 

18.0 

fomale 

16.1 

17.1 

18.0 

13.4 

17.2 

18.3 

13.9 

14.3 

15.0 

Difference 

6.2 

5.6 

4.4 

5.2 

5.2 

5.0 

3.5 

3.2 

3.0 


Sounts: Agarwala S M (1962), Age at Marriage in India, Allahabad, Kitab Mahal Pvt Ltd. 
Malakar C R. Study of Indian Nuptiality, Ph D Dissertation 1978, Indian Statistical 
Institute, Caicutu. 

Hajnal John (1953), ’Age at Marriage and Proportions Marrying’ Population Studies, 
Vol VII, November 1953, pp 111-136. 


Table 2; Distribution of Female Resfondents by Aob-Groups of Marriage and 

BY PRESEm Ages 


Aic at MarriaBc Present Age CVears) 

(Wars) 1 5 -19 2 ( n4 25-2 9 •3 0-34 - 15- 3 9 4 5 49 50-54 55-59 W 


<5 

1 

1 

7 

5 

7 

13 

7 

16 

5 

9 

6-10 

9 

44 

52 

89 

153 

143 

120 

121 

79 

118 

11-14 

89 

192 

233 

258 

278 

222 

158 

113 

61 

67 

15-19 

124 

311 

303 

233 

222 

131 

124 

66 

46 

54 

20-24 

— 

21 

54 

32 

27 

22 

12 

8 

3 

4- 

25-29 

— 


2 

5 

3 

3 



— 


304^ 

— 



1 

2 

2 

2 


—* 


Tbtal 

223 

569 

653 

623 

692 

356 

416 




Mean 

15.20 

13.39 

15.43 

14.60 

14.01 

13.62 

13.02- 

ir» 
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nearer the Rgrvt tneniitbe iidl libl mucli 
beyond. This dom give higher mean but does 
not affect the fact that the practice has 
damaging consequences to the health of 
girls, on their early sexual life and the 
consequent pregnancies. Equally important 
is the lack of opportunity for personal 
development and of decision-making 
capacities. The age at marriage calculated 
by any method shows that in spite of the 
knowledge of the physical consequences 
people are unwilling to delay marriages of 
girls. The information available on the sub 
ject, therefore, points out that in the effort 
for liberation of women from the presenti; 
observed exploitation, raising the age a 
marriage of girls and seeing that they are 
provided adequate opportunities for per¬ 
sonal development must be given priority. 
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REVIEWS 


Political Economy of Agricultural 
Development in Two Punjabs 

Sucha Sing^ Gill 

Political Regimes, Public Policy and Economic Development— 
Agricultural Performance and Rural Change in Two Punjabs by Holly 
Sims; Sage Publications, New Delhi, 1988; pp 206, Rs 175. 


THE book attempts to analyse and compare 
the agricultural performance of Indian and 
Pakistani Punjabs. The subject is interesting 
in the sense that the two regions having long 
common history and cultural affinity got 
separated in 1947 when the British left after 
partitioning the country into India and 
Pakistan. West Punjab which became Pakis¬ 
tani Punjab was more advanced compared 
to East Punjab. Pakistan got the rich 
agricultural lands (canal colonies) of West 
Punjab and most of the rural roads. A study 
of district-wise growth rates of agricultural 
output in the pre-partition period indicates 
that during the 40 years preceding indepen¬ 
dence, Pakistani.Punjab had agricultural 
growth rates and yields for many important 
crops higher than those of Indian Punjab. 
Besides Pakistan inherited 80 per cent of the 
province’s canal irrigation facilities and most 
of the rural toads. Given the differences in 
the objective base of the two regions it was 
expected that Pakistani Punjab will perform 
much better compared to Indian Punjab. 
But the development process in these two 
regions has given results contrary to this ex¬ 
pectation. The author brings out very clearly 
that between 1953-54 and 1965-66 in both 
the Punjabs crop production grew by about 
3 per cent annually. With the introduction 
of new technology the era of green revolu¬ 
tion was ushered in both the Punjabs. Again 
it was expected that Pakistani Punjab with 
a better resource base will unleash faster 
agricultural development. But the develop¬ 
ment process contradicted this expectation. 
Between 1965-66 and 1984-85 gross value of 
production had a growth rate of 8.3 per cent 
for Indian Punjab compared to 4.3 per cent 
for Pakistani Punjab. Per hectare yield of 
major crops such as wheat, rice and sugar¬ 
cane is much higher in Indian Punjab com¬ 
pared to Pakistani Punjab. Per hectare 

E erage wheat production was 2,821 kgs in 
dian Ptipjab during 1982-85 and it was 
1,^5 kgs in Pakistani Punjab. The cropping 
intensity in Indian Punjab was recorded at 
159 in 1981-82 compared to 116 in Pakistani 
Punjab. More per hectare yield of major 
crops coupled with higher cropping inten¬ 
sity shows a much better utilisation of land 
resources in Indian Puiyab and symbolises 
the success of its agricultural development 
process. 

The author’s endeavour is to seriously 
understand the causes of divergence in the 
growth rates of these two agrarian regions. 


She rejects the hypothesis that the difference 
in agricultural performance can be explained 
in terms of ethnic or religious variations. She 
attributes this explanation to the British 
rulers who admired Sikhs and gave them 
substantial opportunities in education and 
employment. It reflects the prejudices and 
objectives of the colonial rulers. Citing the 
example of agricultural development of 
Haryana in India, which was widely con¬ 
sidered as a barren area, she remarks that 
compared to the Sikhs, “Hindu and Muslim 
neighbours are no less skilled and hard 
working once resources and opportunities 
arc made available”. In the context of the 
developing situation in the sub-continent 
where ethnic and religious differences have 
come under sharp focus, understanding of 
the autl.or provides us an important lesson 
from development situation. 

The author Itxates differences in agricul¬ 
tural performance of the two regions in the 
differences in political regimes and public 
policies of Pakistan and India. The state 
policies and ntvestment strategies can be at¬ 
tributed to differences in the composition of 
elite coalitions in the two countries. The 
nature of state power affected significantly 
the objectives of economic transition and the 
process of state rule determined the level of 
participation of masses at large in the poli¬ 
tical proces.s. The level of participation of 
different classes in the political process 
enables them to share the fruits of economic 
development and develops the capability to 
contribute more in the process and assert 
their position. 

By and large Pakistan has remained under 
authoritarian rule compared to India which 
has been governed through parliamentary 
democracy. The difference was caused by the 
relative difference in class base. At the time 
of inception of Pakistan there did not exist 
an indigenous capitalist class and the middle 
class was having limited importance. There¬ 
fore from the very beginning there was a 
predominance of landed elites and bureau¬ 
cracy in state power. The Muslim league 
which led the campaign for Pakistan did not 
develop as a mass organisation with cadre 
experienced in mobilising support. The party 
disintegrated soon after independence 
following the death of Jinnah. The lack of 
a developed and stable party structure made 
the ruling elite depend on the army for rule 
in the country. On the other hand, India in¬ 
herited a relatively large urban middle class 


with many important'''leaders who had 
played a dominant role in the independence 
struggle. There existed large business houses 
which aided the independence struggle. The 
existence of these classes put the bourgeoisie 
at the top of state power and the existence 
of a well developed party system made4his 
rule stable. The army has been largely kept 
out of civil rule, and parliamentary demo¬ 
cracy has functioned successfully as a 
mechanism of political rule in India. The 
difference in the class base and the 
mechanism of rule has been characterised 
by the author as the difference in the 
political regimes in the two countri.-s. While 
discussing these regimes the author has 
carefully avoided their characterisation. 
Without a correct understanding of the 
nature of state power, it is difficult to under¬ 
stand the nature of the objectives of 
economic transition and the limitations of. 
state power in that context. Secondly, while 
mentioning the different compositions of 
elite coalitions in the two countries the 
author has not given a proper place to the 
role of foreign capital. Both the states 
depend on foreign capital but India has 
relatively greater autonomy from metro¬ 
politan capital. This is on account of the 
developed indigenous bourgeoisie and the 
policy of non-alignment enabling it to exer¬ 
cise greater bargaining power. Pakistan lacks 
both and in the process has emerged as one 
of the frontline countries of US.' This 
poses a serious constraint on Pakistan’s 
economic resources and its expenditure on 
the army is very large. Pakistan’s recent in¬ 
volvement in the Afghanistan crisis is a 
pointer in this context. India’s relative 
autonomy from metropolitan capital and 
urge to assert independence through non- 
alignment created a compulsion as well as- 
an opportunity to build its economic base 
both in industry as well as in agriculture. 
India could learn the right lesson from the 
food crisis of 1965-67 and the pressure on 
economic policy by the Johnson administ¬ 
ration. 

Given the nature of state power in the two 
countries, the author examines the objective 
ot economic policy in the agricultural 
development of the two countries. The 
Indian regime when confronted with serious 
food problems adopted the objective of self- 
sufficiency in food production and chose 
Punjab, better endowed with other condi¬ 
tions, to increase food production. Pakistan, 
being a US ally, did not feel the compulsion 
to develop self-sufficiency in food and had 
the overriding objective of maximisation of 
earning of foreign eichange from export 
crops. Thus given the differences in policy 
objective the investment strategy and state 
actions differed in the two countries. 

I 

Secondly, India’s parliamentary demo¬ 
cracy required serving the vast rural consti¬ 
tuency for its survival and weakening of the 
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BALLARPUR INDUSTRIES LIMITED 

NOTICE 


tt is hereby notified for the information of the public that Ballarpur Industries Limited proposes to make an application 
to the Central Government m the Department of Company Affairs, New Delhi, under sub-section (2) of Seaipn 22 of 
the Aitonopoiies and Restrictive Trade Practices Act, 1969, for approval to the establishment of a new undertakins/unit/ 
division Brief particulars of the proposal are as under: 


1. Name and address of the applicant 


2 Capital structure of the applicant 
organisation 

3. Management struaure of the applicant organisa¬ 
tion indicating the names of the directors, 
including managing whole-time director(s) and 
manager, if any 


4. Indicate whether the proposal relates to the 
establishment of a new undertaking or a new 
unit/division 

5. location of the new undcrtaking/unit/division 

6. Capital Structure of the proposed undertaking 

7. In case of the proposal relates to the produrtion, 
storage, supply, distribution, marketing or control 
of any goods/articles, indicate 

(i) Name of goods/articles 


(ii) Proposed licensed capacity 


(iii) Estimated annual turnover 

8. In case the proposal relates to the provision of 
any service, state the volume of activity in terms of 
usual measures such as value, income, turnover, etc. 

9. Cost of the project 

10. Scheme of finance, indicating the amounts to be 
raised from each source 


BALLARPUR INDUSTRIES LTD. 

Registered Office; PO. Ballarpur, •Distt. Chandrapur, 
A4aharashtra State. 

Head Office.- Thapar House 
124, Janpath, New Delhi 1, 

Authorised Capital : Rs 25,00,00,000 

Issued Capital : Rs 15,45,52,530 

Subscribed & Paid-up Capital ; Rs 15,45,32,061 
The Company is managed by the Managing Director 
subject to the superintendence, control and direction of 
the Board of Directors of the company consisting of the 
foHowing.- 

1 Mr L M Thapar, Chairman and Managing Director 
2. Mr V M Thapar, Deputy Managing Director 
3 Mr M M Thapar 

4. Seth H P Poddar 

5. Mr S M Ramakrishna Rao 

6. Mr O P AAalhotra 

7. Mr Narottam Sahgal 

8. Mr K A Chaukar Nominee of ICICI 

9. Mr N K Shinkar 

It will be a new division within the company. 

Singach, Distt Jamnagar, Gujarat. 

Not applicable as it will be a new division within the 
company. 


1. Beta Carotene 

2. Algael Protein Biomass 

3. Glycerol 

1. Beta Carotene * 10 TPA 

2. Biomass •» 200 TPA , 

3. Glycerol = 50 TIA 

Rs 4,75 crores approx. (100% capacity utilisation) 

Not applicable. 

Rs 4.50 crores approx. 

The project cost is proposed to be financed as under 

Rs in crores 

Internal generation : 1.50 

Borrowing from Financial 
Institutions and other sources ; 3.00 

Total 4.50 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Com¬ 
pany Affairs, Gc^rnment of India, Shastri Bhavan, New Delhi within 14 days from the date of publication of this notice, 
intimating his views on the proposal'and including the nature of his interest therein. 


for BALLARPUR INDUSTRIES LIMITED 


Date- 22.2.1989 


(Virender Ganda) 
Secretary 
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(^ppoiiitkni from tndill^l i^ementt was a 
necessity of niHtalist dcwlopment. There 
was no such compulsion in Pakistan. The 
overriding position of indigenous capitalist 
class put the task of capitalist transforma¬ 
tion on the agenda. The overriding position 
of metropolitan capital and landlords in 
Pakistan became a great constraint. There¬ 
fore the elimination of feudal elements 
became a task on the agenda in India im¬ 
mediately after independence. This neces¬ 
sitated the introduction of land reforms 
which eliminated intermediaries between 
cultivators and the state. 

Pakistan did not take up such a pro¬ 
gramme till 1959 when Ayub Khan moved 
against the biggest landlords with ceiling at 
500 acres of irrigated and-1,000 acres of non- 
irrigated land against such Indian ceiling 
limit of 30 acres and 60 acres. In India in 
the 1970.S the ceiling was further lowered to 
about 20 acres and in Pakistan even in 1972 
the ceiling limit was fixed at ISO-300 acres. 
The impact of land reform.s measures has 
been to change land relations on a capitalist 
pattern in the Indian Punjab. The category 
of pure tenants (without land ownership) has 
completely disappeared. The btg cultivators 
have entered the land lease market in a big 
way.^ In Pakistani Punjab 19 per cent of the 
area is still cultivated exclusively by tenants. 

.^This means landlordism of the traditional 
variety .still prevails in Pakistani Punjab. The 
comparative differences in the land relations 
has a considerable effect on the performance 
of agriculture in the two Punjabs. The same 
is reflected by greater use of hired labour in 
Indian Punjab compared to Pakistani 
Punjab. 

The author’s lack of indepth study of this 
aspect and its qualitative nature has made 
her analysis miss a very important factor 
determining cultivators' active response to 
various policy measures of the state in 
Indian Punjab and the passive behaviour of 
Pakistani cultivators. The change in land 
relations symbolises the emergence of the 
spirit of capitalist enterprise and is much 
more pronounced in the Indian Pupjab than 
in the Pakistani counterpart. This synchro¬ 
nises with greater advancement of capitalist 
enterprise in India and its low development 
in Pakistan. The existence of a mature 
capitalist class in industry and business 
opened more avenues for capitalist develop¬ 
ment in India compared to ftkistan. Parlia¬ 
mentary democracy's survival in India made 
it less dependent on traditional landlords 
and bureaucracy. Therefore, most of the 
measures taken for rural development in 
Indian Punjab are better implemented than 
in nikistani Punjab. 

State Policies 

The author has taken up for comparison 
a detailed examination of irrigation alter¬ 
natives and public policy, official priorities 
and reclamation of land strategy, pattern of 
distribution of fertiliser and credit and 
operation of extension services. The author’s 


analysis ig^wsed pn nuiilive secondary data- 
and primary data from 240 farmers and 
more than 100 officials and political figures 
at various levels of government. 

There is a remarkable difference in the 
level of infrastructural facilities provided by 
the state in the two Punjabs. In Indian Pun¬ 
jab electricity is available in every village 
whereas it is available only in 38 per cent 
of the villages in Pakistani Punjab. This 
enabled Indian farmers to proliferate private 
electricity powered irrigation facilities and 
use of other farm machinery while their 
Pakistani counterparts were deprived of 
these facilities with adverse consequences for 
modernisation of agriculture. The disparity 
in availability of roads is still more pro¬ 
nounced. By 1980 about 98 per cent of 
villages in Indian Punjab were linked 
through metalled roads whereas villages in 
the other Punjab were largely deprived of 
this facility. In 1978 Pakistani Punjab had 
only 5.5 kilometres ot roads per 100 square 
kilometres area compared to Indian Punjab 
which had 47.2 kilometres of roads. Ihis 
made the maiket nexus much wcakei iii 
Pakistani Punjab compared to Indian Pun¬ 
jab due to transport difficulties. Education 
is another important input in rural transfer, 
mation. Pakistani Punjab again lagged 
behind its Indian counterpart . 38 per cent 
of the rural population was literate in 1981 
in Indian Punjab compared to 17 per cent 
in Pakistani Punjab. Differences m level of 
literacy created differences in the level of 
awareness among the cultivators about 
various inputs and agricultural processes in 
two Punjabs. There has been a greater ex¬ 
pansion of co-operative credit network in 
Indian Punjab. In Pakistani Punjab during 
1977-78 jc-operatives accounted for 18 per 
cent of the credit provided by the state in 
agriculture compared to 84 per cent in 
Indian Punjab. Roughly 14 per cent of 
Indian Punjab’s rural population were 
member of co-operatives in 1981-82 com¬ 
pared to 5 per cent in Pakistani Punjab. 
Though Pakistani Punjab’s rural population 
was 1.5 times that of Indian Punjab, the 
working capital of Pakistani Punjab’s co¬ 
operatives was Rs 2.7 billion compared to 
Rs 27.5 billion in the case of Indian Pun¬ 
jab. In Pakistani Punjab co-operative credit 
is denied to tenants and farmers owning land 
less than 12.5 acres. This reflects the bias of 
official policy against small cultivators. On 
the Indian side there is no such restriction. 
Rather there have been created agencies like 
SFDA and MFALA, later on merged into 
DRDA, to provide special facilities to small 
and marginal farmers and other rural poor. 
Such glaring disparities in the level of 
availability of infrastructural facilities 
created by the state in the two Punjabs has 
caused considerable differences in agricul¬ 
tural performance. 

The author has also observed similar 
disparity in the operation of state policies 
in relation to irrigation alternatives, land 
reclamation and facilities associated with the 


qmsad of cxteniida aervica, diatribution afid 
availability of chemical fertilisers. Largely 
Pakistani state policy jias been less effccthie 
for modernisation of agriculture compared 
to that of Indian Punjab. This is due to the 
greater hold of bureaucracy and the patro¬ 
nage of landlords with no check on popular 
mass movement—on the state machinery m 
Pakistani Punjab. In contrast to this tlieie 
is greater participation of Indian Punjab 
peasantry in the political process. 

Peasants participate in voting process to. 
elect members of state legislatives and tte 
parliament. Rich sections of peasantry pai^ 
ticularly capitalist farmers, control state 
legislative assembly institutions of pan- 
chayati raj and the network of co-operative 
credit societies and Co-operative banks. Ever 
since the rise of late Partap Singh Kainm, 
they have been dominating ministries intjie 
state. Even in religious affairs their domi¬ 
nance through the elected SGPC is a well- 
established fact.^ Apart from their par¬ 
ticipation in the legal electoral process, 
peasants have formed their exclusive organi* 
sation.s. Earlier the two communist parties, 
organised Kisan Sabhas and now the state 
unit of the Bhartiya Kisan Union (BKU) hat 
come into existence to exclusively protect the 
interests of the peasantry. The Punjab state 
unit of the BKU which came into existence 
in 1980 has been most vocal in articulating 
the interests of the rich peasantry which has 
an unprecedented sway in the runti areas and 
dominance over state politics and has many 
avenues to assert over the bureaucracy. Com¬ 
pared to Pakistani Punjab, the greater in¬ 
volvement In the political process of peasan¬ 
try in Indian Punjab, make it more active 
and assertive in claiming and protecting Its 
political rights. Given the growth of dW 
.spirit of capitalist enterprise such interests 
are able to break to some extent, the bar¬ 
rier of bureaucratic control over the state 
policy. The growth of peasant organisations 
has increased their assertion. There is a near- 
absence of independent peasant organisa¬ 
tions in Pakistan and except for brief periods 
peasant mas.ses have been denied the oppor¬ 
tunity to participate in the political process. 

Economic development in any region in 
the recent periods is the product of three fac¬ 
tors; first, the past economic base inherited 
by the society; secondly the promotional role ' 
played by the state administration; and lastly, 
the people’s response to existing economic 
base and the state policies. The author shows 
that Pakistani Punjab svas better placed with 
respect to the First factor while Indian 
Punjab has done much better in respect to 
the latter two factors. Therefore, in Indian 
Punjab, there has been a higher rate and levd 
of agricultural development as compared to 
Pakistani Punjab. 

Experience of the two Punjabs can offer 
lessons for each other in terms of what 
might have been or what could be. The 
Indian Punjab’s agricultural performance 
indicates potentials of development to be 
realised 1^ Pakistani Punjab. Removal of 
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I'iiMMuint coiiitr«iiiu cm unteath the process 
-W fast expansion. The constraints are both 
i; of economic policy and political mobilisa- 
‘.'donand panicipation. i^litical history of 
''fWcistani Punjab offers lessons for Indian 
jhipiab. 

Puifiab has been dominating the overall 
' politics in Pakistan. This has not enabled it 
so improve its economic performance com- 
. pared to Indian Punjab which has been a 
. political lightweight in the overall context of 
India. Political freedom and mass participa¬ 
tion of peasantry in the political process has 
helped in improving agricultural perfor¬ 
mance in Indian Punjab. In the absence of 
this, the present level of development might 
not have been achieved. The liberal regime 
has done much more than the authoritarian 
regime The collapse of democratic political 
process (as going on at present) may ulti- 
itaately dampen the process of economic 
development in the state. This is an impor¬ 
tant lesson for both the creators and 
managers of the present political crisis in the 
Indian Punjab. 

Development Experience 

While comparing agricultural perfor¬ 
mance in the two Punjabs in the context of 
public policy of the two different regimes, 
the author has projected the development ex¬ 
perience of Indian Punjab as a model to be 
emulated by the other Punjab. i.essons are 
learnt not only from success but from 
failures toa The author has not gone into 
failures of Indian Punjab. The present mess 
which has assumed the name of Punjab pro- 
Meffl/crisis Is the product of this develop¬ 
ment. There is a general decline in the pro¬ 
fitability of agricultural production and 
small and muginal holdings are fast becom¬ 
ing non-viable Between 1970-71 and 1980-81 
there has been a decline in the total number 
of holdings by 2S.3 per cent. The bulk of 
this decline is contributed by small and 
marginal holdings. Modernisation on capita¬ 
list lines leading to break up of small and 
marginal holdings is indicative of released 
labour from agriculture which Hnds alter¬ 
native sources of employment either not 
tvdlable or non-attractive. The spread of 
education accompanied by the development 
of agriculture has created a targe chunk of 
educated unemployed youth who wants 
mainly white collar^ jobs which are scarce. 
The process of development ha.s sharpened 
the contradictions between various oppos¬ 
ing classes within the rural areas and bet¬ 
ween dominant capitalist clas.s of farmers of 
Puitjab and monopoly bourgeoisie (private 
and public, local and foreign) at the all-India 
level.^ This has created many difficulties 
and problems which need immediate resolu¬ 
tion. In fact, there are problems of building 
an island of development in a vast tract of 
backward agriculture in India. The side ef¬ 
fects created by the fast process of moder¬ 
nisation of agriculture in this island were not 
visualised by Indian policy-makers and they 
did not prepare themselves in advance Once 

SiO 


the sitiMtion became explosive, lliey fliMi no 
solution workable Apart from the quan¬ 
titative aspects of the problem like pro- 
fitability, viability of small farms, unem^oy- 
ment. integration of agricultural capital with 
industrial capital, etc. there is the 
quanlitaiive dimension of it. Advanced 
agriculture is not matched by other equally 
advanced sectors of the economy and a 
necessary higher quality of life This is the 
reason why there has been some thinking on 
alternatives for the present process.’ 

There are two aspects of the problem. One 
is related to making economic process more 
efneient, viable and less painful in transi¬ 
tion. The second is linked with ecological 
balance in the region. The existing cropp¬ 
ing pattern is dependent on excessive irriga¬ 
tion based on the use of ground water. The 
annual draft of ground water has been much 
higher than the annual recharge in the major 
part of the stale. As a result 75 per cent of 
the development blocks in the state have ex¬ 
hausted their capacity for further increase 
in tubewells and pumpsets. The situation in 
Amritsar, Kapurthala, Jalandhar, Ludhiana, 
Sangrur and Patiala districts is quite alar¬ 
ming as all the blocks fall in the dangerous 
zone. In another four districts, namely, 
Gurdaspur, Hos'hiarpur, Ropar and Faridkot 
nearly half of the blocks lie in this category. 
The water table in the state is fast receding 
making water drafting difficult and costly. 
Between 1976 and 1986 the average fall in the 
water table per year was 0.60 feet in UBDC, 
0.62 feet in Bist Doab Canal and 0.20 feet 
in the ‘A’ zone of Sirhind Canal areas. With 
the present rate of fall in tlw water table 71.14 
per cent of the area in UBDC, 64 per cent 
in Bist Doab and 26 per cent in Sirhind 
Canal zone ‘A’ will go out of drawing reach 
of centrifugal pumps by 2001 AD. The 
analysis of data suggests that 50 per cent of 
the blocks in the state mostly lying in Jalan¬ 
dhar, Amritsar, Sangrur, Patiala, Ropar, 
Hoshiarpur and Kapurthala districts will go 
out of withdrawal reach of centrifugal 
pumps (i e, 30 feet). Bathinda district and 
Kandi area are already out of this reach.^ 
Apart from the underground water deple¬ 
tion, the existing cropping pattern has caus¬ 
ed a considerable soil depiction and the area 
under forests has become alarmingly low. 

The author’s comments on the Punjab 
situation, the farmers role, industrial 
development and related issues are not bas¬ 
ed on a systematic analysis. For instance, she 
mentions that in Operation Blucstar there 
were 1000 deaths, and 1500 Sikhs were kill¬ 
ed after the assassination of Indira Gandhi. 
No source of these data are given. These 
Figures neither tally with government Figutes 
nor with those collected by civil liberty and 
democratic rights organisations.’ 

The book has come out at a time when 
there is a lack of serious analysis on the roots 
of crisis in Indian Punjab, and provides very 
useful insights. It is a welcome adcUtion to 
the political economy of agricultural 
development in the third world. 
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Ishtiaq Ahmed 

PddsUm Society: IsUm, Ethnicity and Leadership in South Asia by Akbar 
S Ahmed: Oxford University Press, Delhi, 1988; pp 260 and index, Rs 130. 


THE centrality of Islam in Pakistani socie¬ 
ty is a thenie on which considerable literature 
has been produced. In a way such concen¬ 
tration is necessary since the raison d’etre of 
the Pakistani state is a claim that Muslim 
political identity is inseparable from Islam, 
which in turn entails the assumption that 
this identity can be realised fully only in a 
separate state of Muslims. Experience of the 
last 41 years of independence, however, 
shows that all political and scholarly at¬ 
tempts to deOne Pakistan’s Muslim/islamic 
identity have been egregious failures. At all 
times more than one definition of true Islam 
has been put forward, only to be opposed 
by a variety of other competing models; each 
strongly convinced about its own righteous¬ 
ness. The result has been an ongoing 
discourse which can continue interminably 
since it stipulates the conviction that Islamic 
dispensations (the true ones!) have a timeless 
applicability for Mu.slim society and, 
thmfore; should be enforced. As long as the 
level of theorisation does not rise above its 
present irrational framework one can expect 
Turther delirium to a situation already preg¬ 
nant with intellectual chaos. 

• 

Akbar S Ahmed sets out with the ambi¬ 
tion of combining description with analysis, 
but performs this task rather selectively. The 
standard varies considerably from chapter 
to chapter. Partly such immense fluctuation 
derives from the fact that the book com¬ 
prises different articles of the author writ¬ 
ten for various journals knd newspapers. 
These papers, therefore, do not constitute a 
cohesive and integrated structure of sustain¬ 
ed argument and research. The decision to 
publish them as co-ordinated units of a 
single work is rather unwise. The book is 
divided into three parts: Islam and Society; 
Ethnicity and Leadership; and. Contem¬ 
porary issues. The various articles are 
grouped under these three headings. 

In part one the author first discusses the 
different patterns of Muslim leadership that 
have prevailed historically among south 
Asian Muslims. These are categorised as 
A-type, which includes puritans such as 
Aurangzeb and Zia-ul-Haq; B-type includes 
synthesisers such as Data Shikoh, Shah 
^^iultah and Bhutto who sought com¬ 
promise between Islam and otho- ideological 
traditions: C-type representing the western 
colonial tradition in the form of Jinnah and 
Ayub Khan who believed in a modern inter- 
preution of Islam; and D-type represented 
by secular leaders who prefer separation of 
state from religion. The author dismisses the 
last model as irrelevant to Pakistan, ap¬ 
parently, because it has not been invok^ by 
a powerful leader or regime. 

For ttckling the concrete problems of 


Pakistan—political, social and economic— 
the authoi writes, “1 he leaders of I’akistan 
need to strike a balance between A, B, and 
C, if they arc to create a healthy polity for 
the future" (p 18). How can a theoretically 
coherent model ever be constructed by an 
eclectic combination of dogmatism, syn¬ 
cretism and western modernity is not 
developed by the author beyond this laconic 
advice. At any rate such advice seems sadly 
out of touch with the experience of Pakistani 
politics and ideological debate. Also, to 
dismiss the D-type model out ot hand simply 
because it has nut been patronised by the 
state or dominant political forces might 
make sen,se in term of real-politik, but is a 
false inference in terms of logic and critical 
enquiry. If this assumption be granted that 
A, B and C cannot be harmonised, it 
becomes necessary to examine if D is not a 
solution to the problem. The author does not 
pursue this line of analysis. 

His next essay contains interesting infor¬ 
mation on the Kalash Kafirs of Chitral 
Valley, many of whom were converted to 
Islam in recent years although an estimated 
4,000 have successfully resisted further con¬ 
version. The author urges the Pakistan 
government to spare their ancient culture 
further onslaught of aggressive Islam. The 
third article is on the author’s favourite do¬ 
main of Pukhtun society. Having served for 


a I<tni thne.tu «i«Ridf adiirini^^ 
among Pukhtuns (Akihans) Ahmed obvtoto- 
ly has considerable first hand information 
about Pukhtunwali, i e, the cultural code 
followed by most tribal Pukhtuns. There is 
no doubt that he holds the Pukhtuns in high 
esteem, overlooking their faults and short- 
coming.s in favour of an idealised and 
romanticised narration of tribal society. 

The article clearly establishes the extreme¬ 
ly low and helpless position of women in 
male-dominated Pukhtun society. However, 
it is asserted that women are the most 
fanatical supporters of Pukhtunwali. {his 
paradoxical attitude, fortunately, is attri¬ 
buted to their insecurity and helplessncsk 
rather than to any enthusiasm for oppression. 

The fourth article deals with the notorious 
Hawkes Bay Case of 1983 when some Shia 
zealots led by a young woman claiming 
miraculous powers entered the Arabian Sea 
near Karachi, believing they could walk over 
It to Iraq to visit Shia shrines. The incident 
led to several deaths from drowning. To ex¬ 
plain this incident the author describes 
Islamic beliefs about life and death, par¬ 
ticularly as prevalent in Shia mythology, and 
relates them to the social structure of the 
Punjab village from which most of the par¬ 
ticipants hailed, and to other facts of the 
drama. 

Interpreting such behaviour as a complex 
expression of extreme relig osity combined 
with mundane concerns fur status and re¬ 
cognition which the leading acton in the 
drama sought from the established leaders 
in the village hierarchy, the author introduces 
interesting psychological and sociolojdcal 
dimeasions in the analysis. But dcaphe 
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tiKicryttlons the conclit- 
tmotnei t eulogy for fanaticism and 
l^lgiorancc. The very last lines of the article 
no sense; 

.Suffering, martyrdom, and death, the Kar- 
i-j'hala paradigm, create an emotionally recep 
five social environment for sacrifice 
-Death..., therefore, became a cementing, a 
• defining, a status-bestowing act for the com- 
jp'.monity. It consolidated the living as it 
i' hallowed the memory of the dead (p 66). 

Part two of the book includes five articles. 

^ ihe first article is about conflict between the 
'Motkiajor tribes of Wazirs and Mahsuds of 
*l|Muirittan Agency during the early 1970s. 
The central figure is a young Wazir mullah 
priest) aspiring to leadership in the district. 
He mobilised the support of his tribe against 
1 the rival Mahsuds by accusing the latter of 
Iseing ikd/rV's(infidels), an accusation which 
juatifies the declaration of jihad, but was in 
tbit case quite inappropriate since the 
Mahsuds were no less orthodox Muslims 
than others. This led to several armed clashes 
muhing in many deaths and material loss, 
creating a sensitive situation which finally 
ended with the Pakistan government sending 
in troops and tanks to nip the insuigence led 
bp the mullah. The author places this 
phenomenon in the context of Islamic tradi¬ 
tion. His conclusion is that such a trend 
might typify politics in the Muslim world 
in the coming decades, as it marks a break 
with western influence and a return to the 
Mamie paradigm where faith and politics 
are united. 

The second article is about social struc¬ 
ture in the Hazara district. The third article 
explains why British colonialism respected 
the Pukhtuns while it despised other peoples 
of the sub-continent. Among the factors 
mentioned are the fierce independence of the 
Pukhtun tribes, the complete absence of 
wtHnen from social life and the challenge 
which such male society posbd to the 
■dventure-seeking British officers looking 
for armed encounter, and the fair skin and 
blue eyes of many Pukhtuns which made the 
IMtish accept them as equals—a position 
they were not willing to accord to the darker 
races of the sub-continent. The fourth arti¬ 
cle is an attempt to explain why the tribal 
areas were not occupied by the British. Ap¬ 
parently because the Pukhtuns—on the basis 
of their martial traditions and geographical 
inaccessibility—could defend their autonomy 
successfully against thi competing designs 
of Afghanistan, British India and Russia. 

The fifth article is on the Arain farmers 
of Punjab. The author here ostensibly 
praises the ‘Arain’ ethic of hard work, but 
considers it lacking in polish and grace, and 
in a love of poetry; something he associates 
with the traditional feudal landowners of 
Punjab such as the Tiwaitas and Noons. 
Anyone acquainted with the Punjab would 
find such associations a singularly bad piece 
of fiction. Interest in cattle and horse 
breeding, involvement in cattle-lifting and 
miscellaneous crime, and a cunning policy 
of submission and docility towards the 


powers that be together whh ^odohs oj^- 
pression of peasants and artisans, come 
more ea.sily to the mind when thinking of 
the feudal landowners of Punjab. 

The third part of the book contain> a 
number of articles purporting to examine 
contemporary issues. An article on Afghan 
refugees includes the sound advice to foreign 
aid-giving agencies to carefully select the 
type of food and clothes being sent for the 
refugees. A knowledge of Afghan society 
and its mores is correctly emphasised to 
facilitate efficient and effective reception of 
humanitarian aid. There are three other ar¬ 
ticles providing anthropological and socio¬ 
logical information about Baluchistan, Pun¬ 
jab and Pukhtun society. The final article 
is an attempt to find an answer to the ques¬ 
tion, can Pakistan be Japan? 

Here the author takes up a very impor¬ 
tant question regarding the relevance of the 
Japanese model of development for Asian 
countries. Unfortunately, it is impossible to 
follow the author's reasoning. Japanese 
development is attributed to an interplay of 
a vast array of variables, among which the 
most significant is bushido, i e, the way of 
life of the Japanese warrior caste of the 
Samurai. The author is pleased to note the 
existence of parallel traditions in south Asia, 
that of the Rajputs and Pukhtuns, with one 
difference, however, bushido includes the 
idea of loyalty to the master, while Puktun- 
wali militates again.st all ideas of subordina¬ 
tion. The Rajput code of behaviour is not 
commented upon. The author also forgets 
to comment on why Pukhtun and Rajput 
societies in Pakistan and India remained 
backward (e g, the tribal belt in Pakistan and 
Raiputana in India) in comparison to places 
where these champions of chivalry were 
missing. 

The author indulges in an incredible story 
of Japanese modernisation resulting from 
a combination of Samurai gallantry typified 
in the readiness to shed oiood, wield the 
sword and die for honour; Ihe peculiarities 
of the social heirarchy with the endogenous 
imperial royal family at the apex and Shin¬ 
toism’s religious rituals of rice-wine; the 
Japanese class system which never degene¬ 
rated into the Indian caste system; and a 
bewildering number of other Japanese 
habits and practices, including more impor¬ 
tantly, bun-bu which is a synthesis of bun, 
i e, learning and bu the martial arts. All these 
peculiarities are supposed to create a social 
and ideological system commending an 
achievement-oriented social norm towards 
worldly life, rather than resignation to fate 
and predestination. 

Having mentioned these factors the 
author makes a case for the homogeneous 
nature of Japanese society and its insulation 
from colonialism, and contrasts it with the 
ethnic fragmentation of south Asia. The 
suggestion is that homogeneity along with 
Samurai traditions lie at the bottom of 
Japanese development. Ibwards the end of 
the article the author makes this cryptic 
remark: 


or dteiNiffciviiiiaifMi af tha'woildt Japan 
is perhaps the most notable in te ahhoai Mtti 
absence of conuct with Mam ip 254). 

The implication of such an observation for 
development, it seems, is that Muslims’ 
attitudes are geared to questions of life in 
the hereafter while the Japanese struggle 
for the fruits of this world, impoitam as this 
observation obviously is for understanding 
contrasting Pakistani and Japanese atti¬ 
tudes, the author does not draw upon it in 
his concluding remarks on the basic ques¬ 
tion as to whether Pakisun can be Japan. 
Rather he ends up with yet another fantastic 
interpretation of Islam as it should be. In 
this new version of true Islam bushido and 
Samurai parallels ate traced to the very text 
of the Qumn. Thus the idea of jihad (holy 
war; striving and commitment) and mi^jahid 
(Islamic warrior) remind the author of these 
Japanese values within Islam. In the end he 
rephrases the original question in the follow¬ 
ing words; 

The interesting—and unexpected- 
conclusion IS that some of Ihe secrets of 
Japan’s development may be found in 
Pakistan's own backyard. may, therefote; 
conclude by rephrasing our question, ‘Can 
Pakistan be Japan?’, to the more legitimate 
question ‘Can Mcistan be Pakistan?" 
(P 275). 

What the author attempts here is no dif¬ 
ferent from what many other Muslim in¬ 
tellectuals in the modern period have in vain 
tried to find: the image of a modern society 
in 7th century Arabian society and religious 
wisdom. The result is another exercise in 
futility. 
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l^nsaAL ARTICLES 

Parameters of Family Policy in India 

A M Shah 

The government in India at present has policies for different elements in the family structure, such as children, 
women and the aged. This paper attempts to look at these policies in relation to one another and in the context 
of the family system and the society and to indicate the parameters of a more comprehensive family policy. 


IN whichever of its three or four different 
senses the word ‘family’ is used, the family 
in India has to be viev^, first of all, in the 
context of the enormous ethnic diversity of 
■the country. According to the 1981 Census 
of India, of the total population of 685 
million, 82.64 per cent was Hindu, 11.35 per 
cent Muslim, 2.43 per cent Christian, 1.96 
per cent Sikh, 0.71 per cent Buddhist, 0.48 
per cent Jain, and 0.42 per cent other (in¬ 
cluding tribal) rdigions. Inter-rdigious mar¬ 
riages do take place in India and there is a 
law to enable Uiem, but they are extremely 
small in number. For the vast majority of 
the people, marriage is 'always within one’s 
rdigious group, and the family also therefore 
prevails within it. These religious groups 
have evolved since the turn of this century 
as legal, and some even as constitutional, en¬ 
tities, and this has important consequences 
for the nature of marriage and family in 
each of them. Although one of the directive 
principles of state policy laid down in the 
constitution is that “the state shall 
endeavour to secure for the citizens a 
uniform civil code throughout the territory 
of India”, there is as yet no uniform law of 
family and marriage for all religious groups. 
Not that the actual family life of people is 
governed by legal prescriptions. There is 
enormous social and culture diversity, hence 
gap between law and custom, within each 
religious group. However, the l^al prescrip¬ 
tions survive as symbols of the unity of the 
group. 

The Hindus are divided into numerous 
castes and subcastes. Although by dogma 
Islam, Christianity, Buddhism and Jainism 
do not approve of caste divisions, in prac¬ 
tice castes or caste-like groups exist in each 
of them also. Every .caste and tribe is an en- 
dogamous gronp'and is distinguished from 
other castes and tribes by, among other 
things, its own customs of family and mar¬ 
riage: In some cases the differences are 
sharp. For oample. vriiile most Hindu castes 
practise the pat^neal family syston, in the 
south-western state of Kerala the Nairs and 
a few other castes practj^ by tradition the 
matrilineal family system. Similarly, the 
Caro and Khasi tribes in north-eastern India 
are matrilineal, though thdr matriliny is in 
some ways different from that of the Nairs.. 
The Ibda tribe in south India and some 
groups in the Himahonn range are known 
for practising ptriyandry. Among Hindus all' 
over India, while the upper chstes prohibit 
divorce, and remarriage of divor^ and 


widowed women, the lower castes do not 
have these prohibitions. Similarly, while the 
custom of dowry or bridegroom price 
prevails among the upper castes, its opposite, 
namely, the custom of bride price prevails 
among the lower castes. There are significant 
differences between different ethnic groups 
with regard to gender relationship. 

Ethnic Differences 

A fundamental problem about family 
policy in India, therefore, is the ability of 
the state to lay down a uniform family policy 
for all the ethnic groups in the country. The 
British colonial regime suppressed certain 
‘inhuman’ customs such as female infanti¬ 
cide and (widow’s self-immolation). 
Their suppression had consequences for the 
family life of the groups—very small number 
of groups—practising them. Otherwise the 
British regime did not make any serious 
effort to intervene in the institutions of 
family and marriage; mainly due to its policy 
not to interfere in the interruii life of the dif¬ 
ferent ethnic groups in the country. Only 
after independence has the stote tried to 
intervene in mRjor ways in the family life of 
the people. All these efforts are affected in 
one way or another by ethnic politics. Cer¬ 
tain recent efforts to amend family laws, in, 
fact, encountered stiff resistance from the 
concerned ethnic groups—rather the conser¬ 
vative sections of the groups—and the state 
had to retrace or modify its steps. 

Another fundamental problem about 
family policy in India is the type of family 
unit to which policy should apply. In every 
ethnic group, the household is frequently a 
large and complex unit—the so-called joint 
or extended family—and even though it geu 
divided in the course of time into two or 
more dispersed households, the latter con¬ 
tinue to regard themselves as a family and 
be tied together by a number of reciprocal 
and joint relationships. In other words, a 
joint or ntended ihmily is not alw^rs.a joint 
household. A conceptual distinction between 
household and family and an understanding 
of the relation between the two in the 
pqspective of the developmental process of 
the family are absolutely essential for an 
understanding of the family in India. 

The legal entity called the joint family it 
covered by an enormous corpus of com¬ 
plicated legalities. In brief and at a 
sodologitt understands it, it has two funda¬ 
mental characteristics: (1) The joint family 


is composed of male descendanu of a com¬ 
mon male ancestor by three or four genera¬ 
tions, plus their wives and unmarried 
daughters. (2) This unit is concerned with 
ownership and inheritance of property and 
with right of maintenance from property to 
individual members. The male members 
have rights of ownership and inheritance, 
while the female members have only rights 
to maintenance: This unit has nothing to do 
with the household unit, ie, where its 
members reside, whether in a sii^e house¬ 
hold or in separate households. One of the 
greatest confusions in the study of the family 
in India arises from the presumption that 
the joint family is also by definition a 
household unit (for an extensive discussion 
of this issue, see Shah 1973). 

The British regime preserved—many 
scholars believe it ossified—the ancient 
Hindu law of the family. However, the; 
legislative as well as the judicial bodies since 
independence have made many changes in 
the family law, particularly to confer more 
rights on the female members of the family 
(see Sivaramayya 1973 and 1989). All pf 
these changes are concerned with ownership 
and inheritance of property and with 
maintenance from property, 'hiey are not 
concerned directly with household and 
residence. Moreover, custom continues to be 
so powerful that very few women exerdse the 
newly contfrred legal rights. 

In every ethnic group, marriage and 
divorce continue to be reguiated almost 
entirely by numerous customary rules. 
Among Hindus and other religious groups 
who have castes, the rule of caste endoganv 
is a major restriction. Although inter-caste 
marriages are taking place increasingly, and 
are valid under the law, they are very small 
in number (for an exrensive dUcussion of 
caste endogamy and inter-caste marriage; see 
Shah and Desai 1988). Constitutionally, the 
state is committed to creating a casteless 
sodety, but it does not interfere with the hile 
of caste endogamy, in the same way as it 
does not interfere with the rule of marriage 
within the religious group, becauM any inter¬ 
ference of this sort would violate the 
freedom of the individual to marry accor¬ 
ding to his/her choice. The state, however, 
provides legal protection to the individual 
who wishes to marry or divorce in con¬ 
travention of customary rules. 

By far the most imporunt intervention 
attempted by the state into the intimate and 
sensitive life of the family during the last 
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kn^ yim «r m li tbr Wi te cenuot pi^ 
gfumic, cuphemiMically called the family 
ptanning, and now family welfare, pro- 
grainme The idea of birth control was first 
propagated during the pre-independence 
days at an idea of ‘planned parenthood’ and 
'family hygiene’ to help improve the quality 
of life among the westernised, educated, 
urban section of the society. Although its 
link with economic development of the 
country was also perceived by some social 
scientists and political leaders and became 
a part of the national plan proposed by the 
National Planning Committee set up by the 
Indian National Congress before indepen¬ 
dence, the policy of family planning began 
to be pursued by the state only after in¬ 
dependence (see Raina 1987). 

The faimly planning programme has of 
course given an impetus to the earlier trend 
of controlling fertility by modem contracep¬ 
tive methods among the educated upper and 
middle class urban people. However, as far 
as the masses are concerned, the progress of 
family planning has been octremely slow and 
limited. The state expenditure on the family 
planning programme has increased pro¬ 
gressively, but the overall outcome of the 
programme is that only 37.5 per cent of a 
total of 132.57 million couples in reproduc¬ 
tive ages at the end of 1986-87 are said to 
be effectively protected by contraceptive 
methods against the risk of pregnancy (India 
government 1988; 213-214). Among them, 
there is a preponderance of those who had 
undergone sterilisation, and most of these 
sterilised couples had already more than 
three to four children and were well advanc¬ 
ed in age within the reproductive span. The 
use of contraception during the most fertile 
female age span of the 20s is absent in the 
mgiority of population (Bose, Ashish 1988: 
93-177). 

On the whole; while the state recognises 
the urgent need to control population growth 
through an official family planning pro¬ 
gramme, it has not been able to devise a 
strategy that can be effective within the 
overall democratic structure of the polity. 
The state tries to get the idea of family plan¬ 
ning accepted by people through propagan¬ 
da, penuasion, creation of a suitable in- 
frastracture, supplying the necessary means, 
and so on. The state also tries to change by 
law and otherwise the various practices link¬ 
ed with the family, such as raising the age 
at marriage, and spreiftling education, par¬ 
ticularly among women. These state inter¬ 
ventions frequently generate resistance from 
the established structures and institutions 
mentioned at the outset. It is well known 
dutt the different ethide groups in the society 
; have responded to the family plaiming pro¬ 
gramme to different extents (see Bose, 
Ashish 1988: 363-386). 

The family platming programme ia pro¬ 
pagating the two-child norm, farr mp Bc si ve of 
ebUd's sex. This implies, among other things, 
that couples should not produo; any child 
after they have had ordy daughters, lliit im¬ 
plication. however, goes against the 


patrflinaa] pHndipie wMch governs fhmily 
and kinship in the majority of Indian 
population of ail religions. Apart from 
everything else this principle stands for, it 
IS crucial for care of the aged. The duty to 
lake care of the aged falls mainly on sons 
and their wives. Not to have a son is a major 
misfortune that can befall a couple. Most 
couples continue to produce childmi till they 
have at least one son (see Srinivas and 
Ramaswamy 1977). Therefore, to bring 
about equality of status between male and 
female children—to reduce, in other words, 
the role of the patrilineal principle in various 
spheres of life—is a prerequisite for success 
of the family planning programme. This 
idea, however, receives meagre attention even 
in the massive publicity for the small family 
norm. 

Status of women 

In the sense that the movement for rais¬ 
ing the status of women was a part of the 
process of westernisation which began with 
the beginning of British rule in India, the 
colonial regime may be said to have played 
a role in this movement. Its actions in the 
fields of education and law were particularly 
significant for women’s status. Otherwise the 
colonial government had hardly any special 
programmes for raising women’s status. Cer¬ 
tain native states, such as Baroda, Mysore 
and Davancore, were more progressive in this 
regard. 

The commitment of the state to promote 
equality of status between men and women 
began with independence. For about twenty- 
five years since then, however, the state 
activity remained at a low key. The real im¬ 
petus came with the United Nations Decade 
(1975-85) for Women, the report of the 
National Committee on the Status of 
Women (ICSSR 1974), and the consequent 
inclusion of a chapter on ‘Women and 
Development’ in the Sixth Five-Year Plan 
(1980-85), when a compreheiuive plan of 
action fw women’s devdopment emerged for 
the flrst time. 

The comprehensive planning for women’s 
development brought to the fore the basic 
issue of their'relation with the family. The 
Sixth Five-Tbar Plan-stated: 

The basic approach is of the family as a unit 
of development. Within this approach, 
special attention on the most vulnerable 
members will be given. The most vulnerable 
members may change from family to family 
and within the same family from time to 
time. But for some time in ftiturc; women will 
continue to be one (sk) of the most 
vulnerable members of the family (India 
government 1980: 424). 

Many groups and individuals reacted 
against the family approach. According to 
them, it tended “to view women oidy 
through the screen of funilies or households, 
and not as individuals in their own right’’ 
(Chakraborty l9iB5: 94). It made them 'in¬ 
visible'. 'The power structure in traditional 
fiunllies and communities prevents them 
from seeking and obtaining adequate educa- 
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(Ghakraborty IMS: 90). An alternttive 
approKh. called the ‘special component* 
approach, was accepted by the time the 
Seventh Five-Year Plan was formulated. It 
recognises women as a component in every 
s^or of economy and society and as a 
target group with earmarked funds in all 
developmental programmes (see Chakrabor- 
ty: 95-98., 110-112). The hold of the tradi¬ 
tional family, however, is so wide and deep 
in people’s life that implementationof the 
‘special component’ approach in various 
spheres of life involves numerous im¬ 
pediments, overcoming of which would take 
a lot of time. 

Care for the aged 


iO c«ii of the total workforce a^ they 
live mainly in urban areas (Bose, A B 1988b). 

As far as the vast majority of the aged ate 
concerned, most of the states have introduc¬ 
ed what is called the Old Age Pension 
&heme (see Bose. A B 1988b). One state 
introduced it in 1957, ti .statcs/union 
territories in the 1960s. 10 states/union ter¬ 
ritories in the 1970s. and 9 states/union ter¬ 
ritories in the 1980$. The eligibility criteria, 
the pension amounts, the entitlement period, 
the bureaucratic procedures, etc. vary from 
state to state. Basically, the scheme is meant 
for the aged destitutes, i e, those aged per¬ 
sons who have practically no income of their 
own and no relative or other person to sup¬ 
port them. The pension amount was Rs 60 
per month in most of the slates in 1986, a 


wport iti nhe ifntd «iorR practice ecAilhad 
1:^ leligious, cultimd and social heritage in' 
India... to care for Ithe agdd]” is so f»at.. 
that the report ends by declaring that “ag¬ 
ing in India should not, be viewed with 
anxiety nor should the old be considered as 
an exclusive group needing separate instira^ . 
tional care”. 

The policy for the aged has several other 
angles. Firstly, in a country where the 
majority of the people; young, adult and old. 
are poor, the state’s isolating the old for 
financial support would not make much . 
sense. Secondly, at the present stage of its 
economic development the co^try can 
hardly afford to spare a huge amount for 
social security for the aged. Even thC' 
developed countries are facing difficulties in 


The care of the aged is emerging gradually 
as a major family, policy issue in the coun¬ 
try. Due to increasing life expectancy and 
declining birth rate the population of the 
aged is increasing both in absolute number 
and in proportion to the total population. 
The percentage of people aged 60+ has in¬ 
creased from about 5.1 in 1901 to 6.91 in 
1981. Their absolute numbers have increas¬ 
ed from about 12 million in 1901 to about 
43 million in 1981. The rate of increase in 
the population of the aged is higher than the 
rate of increase in the general population. 
This trend is expected to continue in the 
coming decades (Bose, A B 1988a; Nag 
1987). 

IVaditionally, the care of the aged has 
been the concern of the family, relatives by 
kinship and marriage; and the community. 
Ancient Hindu law buttressed this role of 
the family, and the modern law has con¬ 
tinued to do the same. In a recent judgment 
the Supmne Court reaffirmed the right of 
a father or mother unable to maintain 
himself or herself to claim maintenance 
from their children. The judge added, 
“Apart from any law, the Indian society casts 
a duty on the children of a person to main¬ 
tain their parents if they are not in a posi¬ 
tion to maintain themselves. It is also their 
duty to look after them when they become 
old and infirm’’ (AIR 1987: 101-03). 

Only after independence did the state 
begin to show some concern for the aged. 
The constitution lays down as a directive 
principle of state policy that “the state shall, 
within the limits of economic capacity and 
development, make effective provision for 


paltry sum which could buy at the most only 
one or two meals a day in rural areas. The 
entire amount may not also reach the 
destitute, since a middle man or a petty 
government official might claim his commi.s- 
sion. As the scheme is non-statutory, the 
government can fiddle with it, so much so 
that the chief minister of one state used to 
distribute dhotis and saris, rather than the 
pension money, to the aged destitutes at 
political rallies. 

The state plays another small role in the 
care of the aged by giving grants-in-aid to 
voluntary organisations engaged in pro¬ 
viding services to the aged, such as residen¬ 
tial care, day cate; geriatric care; medical and 
psychiatric care, recreation, financial 
assistance; counselling, etc These organisa¬ 
tions, however, are very few (only about 280 
in the whole country in 1986), confined 
mainly to a small number of cities, and 
managed mostly by religious organisations, 
mainly Christian (see Bose, A B 1988b). 

The government of India stated its policy 
regarding the aged at some length in the 
report presented to the World As.sembly on 
Aging held at V ienna in 1982 (India govern¬ 
ment 1982: see also UNO 1985: 137-179). 
Basically, it expresses confidence in the 
ability of the family to take care of the 
elderly. 

It is, therefore, desirable.. to strengthen the 
capacity of the family to cope with the pro¬ 
blems of the care of the elderly. ,.. Similarly, 
the extended family and kinship bonds, 
which are improvised social security systems 
for the care of the old, specially those who 
have no immediate family members, need to 
be strengthened and social policies and pro- 


maintaining their social security systons and 
are trying to cut the budgets for them. There.! 
IS also a lot of dissatisfaction with the ' 
quality of care provided by the homes for 
the aged in these countries. Some of their 
opinion leaders are therefore advocating a ' 
return to the family for care of the aged. This 
policy makers in India are therefore asking:'. 
why should the state in India go in for a 
social security system for the aged when the . 
family is doing the job of looking aftgt: 
them? 

Whatever be the underpinnings of the * 
policy for the aged, there is a fundament^ 
contradiction between it and the policies for 
family planning and women. The former 
.seeks not ony to rely upon but also to 
strengthen the traditional family system, 
while the latter seek to change it. If success : 
of the family planning programme depends 
on equality of status between sons and 
daughters, then surely one should not main¬ 
tain for the sake of care of the aged the 
family system which values sons more than 
daughters. However, one might also Udte the 
view that the contradiction is appaiem rather 
than real if one looks at the actual program¬ 
mes, and their implementation rather than 
policy statements. For example; as mention¬ 
ed earlier, while the family planning pro¬ 
gramme propagates the small family norm 
it does not propagate the idea of equality 
of male and female children with sufficient 
vigour. Similarly, the state has taken very few 
other steps which could bring about equality 
of status between men and women among 
the masses. 

rAMIt.Y AND MARRIAGE 


securing the right to... public assistance in 
cases of... old age’’. However, so far the 
state has done very little for the aged by way 
of public assistance. 

The state as an employer gives to its 
employees retirement benefits such as pen¬ 
sion, provident fund, gratuity, leave encash- 
' ment, and insurance cover, ^me of these 
benefits have existed since 1871. The state 
also forces by law the recognised business 
and industrial establishments to give to their 


grammes should take cognisance of these 
traditional institutional arrangements and 
seek to assist them in the discharge of their 
social obligations. In the industrialised 
societies... attempts by the state to fill the 
social security needs... have led to sveaken- 
ing of the responsibility of the family towards 
the care of the elderly and their emotional 
needs. It would, therefore, be of utmost im¬ 
portance to check this development in the 
country and to follow a policy of care for 
the eiderly within the basic institutions of the 


There are serious limitations to what the 
state can do in the field of family and mar¬ 
riage in India. First of all, there are limita¬ 
tions arising out of the formal structure of 
the state. For example, the laws enacted by 
a state legislature may not always be in 
harmony with the laws enacted by the cen¬ 
tral legislature. Even if there is harmony in 
law, the law has usually to be executed by 
the state government which may not always 
execute it with sufficient honesty and efh- 


employees many of these benefits. Such family and the community. ... ciency. The same is the problem with many 
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"'fomamcoti. 

. Secondly, there are linfiitations arising out 
of tte social character of local bureaucracy. 
'Tile village level official who has to execute 
a piece of legislation or a programme seek- 
to change the traditional behaviour of 
people, is himself a part of the traditional 
social order, and cannot therefore be 
npetted to be a willing agent of change in 
that order. It is also doubtful if there are 
many middle level bureaucrats who can be 
enthusiastic agents of social change. 

Thirdly, there has been a gradual change 
in the social character of the managers of 
the state during the last forty years. During 
the first ten years or so after independence, 
the elected represenutives of the people 
(members of central and state legislatures) 
were more or less the same persons who led 
the freedom struggle. Most of them were 
urban-based, western educated professionals 
from upper castes, enthusiastic about refor¬ 
ming the society. In the course of time the 
proportion of such representatives has 
declined while that of the rural-based, 
vernacular edni^ed. peasant caste represen¬ 
tatives. has increased,; The latter are much 
moretieeply involved in the traditional social 
order than ate the former. The fervour to 
bring about reforms in the institutions of 
family and marriage which was so visible 
Bipong the represenutives of the people in 
the t9S0t has become less and less visible. 
This does not mean that changes are not 
taking place in family and marriage in India, 
but this is not the place to discuss them. 

Research on the family is an important 
parameter of family policy. India has, for 
research on family planning, two large 
national institutes, more than flfleen smaller 
demographic research centres, located main¬ 
ly in universities, and several funding bodies, 
^h governmental and non-governmenul. 
Similarly, there are a large number of cen¬ 
tre! of research on women, and a few on 
children. A few on the aged are being plan¬ 
ned. These institutions do a lot of research 
on different aspects of the family. But that 
is not enough. It is necessary to have basic 
research on the family as such, research 
which Ukes a comprehensive view of the 
interrelation between different elements in 
the structure of the family and the relation 
between tl\e family and other structures and 
institutions in different sections of society, 
in different regions of the country, and 
which strives continuously to refine its 
concepts, theories and methods. At present 
the study of the family is suffering in all 
these respects. Confusion reguding basic 
terms and concepts such as joint and nuclear 
family continues to prevail. ‘Joint fmnily’ is 
a catdmwd, meaning different things m dif¬ 
ferent peoples Sdiolars have not yet faced 
squarely iu ambiguitfes. Similarly, more 
than acentury old paradigm of chatige fipm 
the joim to tiw nuclear family continues to 
guide most of the thinking on family change 
Apart from this paradigm ignoring the 
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iwres the weakness of the norm of Jointness 
among the loww castes and classes and Its 
gaining strength in the process of their 
upward mobility. 

Basic research on the family is necesary 
not only in itself but also to help improve 
research in the applied and related Twlds. It 
is left, and rightly so, to universities and 
social science research institutes. But there, 
1 am afraid, the family does not seem to be 
a favourite subject of research, and research 
of high quality is rare; 

{This is a revised version of a paper presented 
under the si^-theme “Charing Bunilies in the 
world Perspective?' at the World.Academic 
Conference of the Seoul Olympiad in August 
1988. I am thankful to B S teviskar, Rajni 
Palriwata, B Sivaramayya and M N Srinivas for 
comments on an earlier draft.] 
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The history improved vUlage stoves since mid-century has been characterised by three overlapping periods—the 
Vassic* period focused on reducing smoke exposures but generally did not apply scientific approaches to design, 
inomotion, and testing and the ‘energy'period stoves, in the J970s focused on improving fuel efficiency. All too 
qft^ however, these programmes also failed to apply scientific and critical methods. The programmes of the 
third or ‘phoenix’ period are now evolving, although programmes representing both older approaches are still 
active. A dialectic approach is offered in this paper to help make these new programmes succes^ul. 


I 

Introduction 

IMPROVEMENTS in biofuel-nred stoves 
are nothing new. They have b^n part of 
human technological and entrepreneurial 
efforts since the discovery of Ere. What 
seems to be new in this century has been the 
birth of what might be called 'self-conscious' 
stove improvement movements. These are 
motivated by desires to stimulate social and 
economic progress in under (or less) develo¬ 
ped regions. The first group of these; here 
called the classic phase, had as its principal 
members various Gandhian organisations 
and focused primarily on lowering smoke 
exposures. In spite of, what now appear to 
be; naive engineering and dissemination 
approaches, some of these programmes sur¬ 
vive today, although most have been sup¬ 
planted by the programmes of the second 
movement, here called the energy phase. 
These programmes stand on the thrre legs 
created by global interest in appropriate 
technology, oil shortages, and deforestation. 
Stove designers in this phase focused on fuel 
savings, with smoke exposure criteria being 
secondary or absent. The efforts of the 
energy pl^ have had mixed success to date; 
particularly with stoves designed to use im- 
processed biofuels rather than upgraded 
forms such as charcoal. 

The presently emerging ‘phoenix’ phase 
programmes are set off from those that 
preceded by an abihty to apply the lessons 
learned from this recent history. Much of 
what can be gleaned from past expedience, 
however, is not in the form of sunple rules 
for the future, but rather a reveal^ set of 
dialectics on stove improvement. The pro¬ 
grammes of the Phoenix phase will be 
strengthened if they conuder these dialec- 
tia although there is no universal set of 
answers, but rather a grouping dependent on 
local drcumstances and priorities. 

These dialectics can be organised under 
two broad categories; efficient versus 
smokeless p^fonnance and centralised ver¬ 
sus decentralised dissemination. Here I will 
focus particularly on those issues related to 
smoke exposures and health. 

II 

Effidendy venua Smokeleasneae 

Both improved fud utilisation and reduc¬ 
ed smidK exposures need to be considered 
as primary goals for stove design am* 


dissemination programmes Indeed, as 
shown by the reports of this workshop, most 
post-dissemination surveys of improved 
stoves introduced to areas where traditional 
stoves cause large exposures have found that 
reduced smoke exposure is cited by users as 
often as improved efficiency to be the largest 
benefit. 

One of the principal lessons coming trom 
the energy period has been the importance 
of applying engineering techniques to stove 
design m order to lehably achieve higher fuel 
utihsation [Baldwin, 1987] What has not yet 
seemed to be so well-recognised, however, is 
that the relationship among stove design, 
fuel use, and smoke exposure is also 
complex. 

By comparison to studies of fuel utilisa¬ 
tion, relatively little work has been done to 
determine how modifications in cookstove 
design affect smoke emissions. Much mfor- 
mation can be gleaned, however, from the 
extensive research done with wood-tired 
metal heating stoves that have recently 
become popular again in many devrioped 
countries [Smith, 1987b]. indeed, some 
developed countries have found need to 
rapidly develop and promulgate rigid air 
pollution controls for household woodstoves 
because of the high emission levels charac¬ 
terising most traditional designs. In the US, 
for example, the Environmental Protection 
Agency, pushed by a lawsuit brought by the 
Natural Resources Defence Council, has 
recently announced woodstove emission 
standa^ to be enforced on new stoves next 
year. This has been justified because, by the 
mid-1980s, woodstoves had probably become 
the largest source of several important 
categories of air pollution in the country- 
exceeding, for example; the carbon monoxide 
emissions of all US industry and matching 
the entire power sector in particulate 
emissions. 

The concern in developed countries, of 
course, relates to outdoor air quality since 
metal heating stoves essentially aU have flues 
or chimneys. Leakage from poor design, in¬ 
stallation, or maintenance; Imwem, can lead 
to significant indoor concentrations [Daynor 
et al, 1987]. The village cookstove, on the 
other hand, typically doc; not have a flue 
and emits direetly into the household en¬ 
vironment. Many of the im|»oved cookstove 
programmes around the world have pro¬ 
moted stoves with flues; sometimes called 
‘smokeless’ ahhough they are not designed 
to emit less smoke but to direct the smoke 


out of the house. Indeed, the most common 
designs probably actually increase total 
smoke output compared to the traditional 
open-combustion stove 

There are trade-offs between efflaency 
and emissions in many stove designs. Effi¬ 
ciency and low exposures may seem to be 
and indeed are, in general, compatible goals. 
After all, the source of most emissions from 
biofuel combustion is incomplete combus¬ 
tion and, thus, high combustion efficiency 
means low emission factors (emissions per 
unit fuel) Unfortunately, however, some of 
the principal techniques used by stove 
designers to increase overall fuel utilisation 
actually increase emission factors as well. 
This comes about because overall stove ef¬ 
ficiency IS a combination of two separate in¬ 
ternal efficiencies, as illustrated in Figure 1. 
Enclosing the combustion chamber and 
reducing airflow—two common approaches 
for improving fuel utilisation —may increase 
overall fuel utilisation by increasing heat 
transfer efficiency (shifting the heat transfer 
curve upwards in Figure I). This may, 
however, actually decrease the combustion 
effincncy because of poorer turbulence and 
a lower air fuel ratio The results can be, 
therefore, increases m both overall thermal 
efficiency and emission factors [Ahuja et al, 
1987] Care must be taken, therefore, to im¬ 
prove or at least maintain combustion effi¬ 
ciency when seeking modiflcations to im¬ 
prove overall fuel utilisation. 

To predict the liealth impacts of changes 
in heat transfer, combustion, and overall ef¬ 
ficiencies IS not straightforward. This is 
because human exposure is not a direct func¬ 
tion of emission factors, but is also affected 
by the emissions rate, cooking time, room 
ventilation, proximity to stove, and other 
factors that may themselves be changed by 
modifications in stoves designed to improve 
fuel utilisation (Figure 2). In some cases, for 
example, an increased emission factor may 
be more than compensated for by a decrease 
m total fuel usage and cooking time [Ahuja 
et al, 1987] On the other hand, lower emis¬ 
sion factors themselves do not guarantee 
decreases in exposures [Smith, 1987b]. 

Thus, as with fuel utilisation, laboratory 
and simulated tests impart only limited abili¬ 
ty to predict actual exposures. Field tests are 
necessary. In addition, even field veriflea- 
,tion of improved fuel utilisation is not suf¬ 
ficient by itself to conclude that exposures 
have lowered. 

It might be thought that the above discus- 
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; Ma rtiM only to stow improvemenu tint 
■do not tneorporate flues. Unfortunately, this 
k not lA It is clear from .studies in India, 
fbr example, that the existence of a flue is 
not always sufficient in it.self to guarantee 
OSignificant reduction in human exposures 
under field conditions (Table). A number 
of fitetors seem to be involved but, in 
. general, it is unfortunately true that stoves 
in the field are often not built, operated, or 
Maintained in the ways intended by their 
designers. Such effects have also been found 
in tests done under simulated conditions, 
where it was found that under some cir¬ 
cumstances improved unvented stoves release 
less smoke into the room than do flued 
models [Joshi et al, 1987], In addition, users 
nuy frequently substitute fuels and pots in 
ways that lead to smoke release-s. Thus, field 
tests are needed to verify the extent of ex- 
,posure reductions. 

Unfortunately, such fidd tests ate difficult 
to conduct and quite labour intenttive. This 
is because of the necessity of utilising per¬ 
sonal rather than stationary (or area) 
monitoring techniques. Since smoke levels 
are extremely inhomogeneous in time and 


toBtK widiin ty^cal vfl^^hoiwk, ta t aaitairff-' 
concentrations are sensitive to the locxtkw 
of sampling instruments [Smith, 1987b'. 
Mumford et al. 1987). But because of the 
many differences in kitchen design, stove 
location, and personal behaviour among 
households, it is difficult to standardise the 
location of stationary monitors or conduct 
meaningful exposure tests in a simulated 
situation. The only viable alternative is the 
use of monitoring devices actually worn by 
family members during normal daily 
routines, which requires substantial super¬ 
vision by the investigators and can introduce 
other foTifis of bias. 

Although there have been only a relative 
few studies to date [Ikble 25.3 in Brewster 
et al, 1987], it seems possible to extract some 
tentative lessons for future studies. In com¬ 
bustion labs, for example, thermal transfer 
and combustion efficiencies should be 
measured separately along with critical 
pollutants. Without sophisticated apparatus, 
it is possible to obuin a reasonably complete 
understanding of the smokiness of a stove 
in its field setting by conducting three types 
of tests: 


[Ah^a et al, emhsiOB factors and 
rata can be monitored during performance 
of standard fuel utilisation tests. This can 
actually be done in a village house using 
portable air poUution monitoring equipment 
and a portable fan. 

Concentrations: Using stationary monitors, 
24-h and weekly concentrations can be deter¬ 
mined. Placement might be standardised at 
the place where young children sleep, since 
exacerbation of childhood respiratory infec¬ 
tions is thought to be one of the chief ef¬ 
fects of smoke exposure. 

Exposures: Personal monitoring can be con¬ 
ducted during cooking or other bigb- 
exposure periods. Depending on local 
customs, the monitoring device mtqr be worn 
by the cook as well as other family members. 

Large natural variations in smoke levels 
exist in these relatively well-ventilated houses 
(poor mixing), when high-volatile solid fuels 
are used (great temporal differences in emis¬ 
sion rates) in unvented or partially vented 
stoves (heat plumes). As a result, intra¬ 
household (e g, between different days) 
statistical variation is usually greater than 


TABt-t : Smoke Extosiikps and Coni i ntrati(>n.s Dot to Tradidonai and Improved Cook stoves wiih Flues in South Asia. 
CKfeLs-SiuTiONAi Comparisons oi Maiumed Sets oi Neiohuoukino Households'* 


Location 

Pollutant 

Traditional Stoves 

n Mean 

Improved Stoves 
n Mean 

P 

Reference 

PenonBl monitoring 








Nepal 








IWo mid-hill villages 

TSP 

22 

3,1 mg/m^ 

27 

1.1 mg/m* 

< 0.5 per cent 

Reid et al, 1986 

India 








IWo Gujarat villages 

TSP 

21 

6.4 mg/m* 

14 

4.6 mg/m* 

ILS.*" 

Smith. 1987b 


BaP 

21 

3.7 ug/m* 

14 

2.4 ug/m* 

n.s. 


Eight Oujarat villages (3 stoves) 

TSP 

45 

4.4 rog/m* 

57 

4.0 mg/m* 

n.s. 

Smith and 

One stove type (4 villages) 

TSP 

21 

3.6 mg/ffl* 

23 

3.9 mg/m* 

n.s. 

Durgaprasad, 1987 

One Haryana village*^ 

TSP 

51 

3.2 mg/m* 

36 

2.8 mg/m* 

n.s. 

Ramakrishna, 1987 

IVvo Kamauka villages**' ** 

TSP 

39 

3.5 mg/m* 

40 

2.6 mg/m* 

n.s. 


Area monitoring (since placement is so critical, comparisons should be done within i 

and not between different studies) 

Nepal 








IWo mid-hill villages 

CO 

27 

300 ppm 

26 

67 ppm 

0.1 per cent 

Reid et al, 1986 

7-day mean^ 








(kitchen) 

NO, 

5 

0.26 ppm 

5 

0.04 ppm 

< 1.0 per cent 


(bedroom) 

NO. 

4 

0.02 ppm 

4 

0.04 ppm 

n.s. 


(kitchen) 

HCHO 

5 

0.33 ppm 

4 

0.04 ppm 

n.s. 


(bedroom) 

HCHO 

4 

0.04 ppm 

4 

0.13 ppm 

n.s. 


India 








Eight Gujarat villages (3 stoves) 

CO 

36 

110 ppm 

48 

34 ppm 

0.5 per cent 

Smith and 

One stove type (4 villages) 

CO 

27 

120 ppm 

30 

43 ppm 

c; 0.5 per cent 

Durgaprasad, 1987 

One Haryana village** 

CO 

51 

7 ppm 

36 

6 ppm 

n.s. 

Ramakrishna, 1987 

One Karnataka village^ *' 

CO 

24 

23 ppm 

39 

9 ppm 

<C 2.5 per cent 


SImulaled cooking (with area monitoring) 








Nepal 








Kathmandu Valley 

CO 

16 

600 ppm 

28 

400 ppm 

< 5 per cent 

Joseph et al, 1985 



All new stoves Well-installed new stoves 



CO 

28 

400 ppm 

11 

100 ppm 

0.5 per cent 



Notes: a Except where noted, all measurement were taken during the cooking period in the dry season either by use of personal monitoring 
equipment worn by the cook or with stationary monitors placed nearby. TSP ^ total suspended particulates; BaP - bezo(a)pyrene; 
CO B carbon monoxide; NOj nitrogen dioxide; HCHO ~ formaldehyde 

b n.s. B not signifleant, i e, P gieater than 5 per cent. 

c These measurements were taken in all three maior seasons (summer, winter, monsoon) 

d Also measured were exposures of women cooking with traditional stoves placed under a firetdace-style hood. With 24 measurements, 
the means were 1.6 mg/m^ (TSP) and 5 ppm (CO), which are signiricantly lower than both tradhi^l stoves and, for TSP, the im¬ 
proved stove in the same villages, (P < 1 per cent). 

c The P value for combined kitchen and bedroom NOj concentrations in homes with traditional versus improved stoves is v 2.5 per 
cent, while that for HCHO Is not signifleant. 
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The relationship of overall, combustion, and beat transfer efficiencies to fuel moisture content 
(dry basis). Note that the three efficiencies do not peak at the same point. Since emissions are 
inversely proportional to combustion efficiency, therefore, the points of greatest overall efficiency 
and lowest emissions do not coincide. Since few such tests have been done with biofuel cookstoves, 
this example is taken from a study of wood heating stoves done by J W Shelton at the Wimdstove' 
Research Institute, Sante Fe, New Mexico {Smith, 1987b]. 


interhousehold variation [Boleipet al, 1987], 
This means that cross-.seaional experiments 
to detect the effect of improvemertfs in fuel, 
stove, ventilation, or behaviour will require 
laiye sample sizes and careful stratiftcation 
to achieve statistical significance. Prospective 
(before and after) studies would likely pro¬ 
duce more reliable results. 

Another factor that tends to limit the ex- 
piosure reduction of flued stoves is the entry 
of smoke from outside the house. Since 
smoke is still produced (even, in some cases, 
in greater amounts) by flued stoves, the out¬ 
side air can become heavily polluted in some 
conditions. When houses are close together, 
stoves are used at the same time of day, and 
outdoor ventilation is low (as in the dry 
winter season characterising many conti¬ 
nental areas), for example, local ambient air 
pollution can reach high levels. In these 
cases, the relatively high ventilation rates of 
village housing can lead to a significant 
indoor concentration even when the flued 
stoves are working well (Smith and 
Durgaprasad, 1987]. In such conditions, even 
homes using biogas for cooking can ex- 
perieiice nearly as high concentrations as 
nearby homes using traditional fuels even 
though biogas combustion itself contributes 
littla A study of improved flued stoves in 
Nepal, on the other tumd, where houses were 
widely spaced horizontally and vertically, 
found signiflcantly lower, exposures among 
women cooking on smokeless stoves [Reid 
et al. 1986}. 

lb be truly smokeless, stoves need to in- 
corpmate features such as secondary com¬ 
bustion chambers that directly decrease 
emissions. Unfortunately, it has turned out 


to be difficult to design such devices to 
operate reliably. This is true even for metal 
heating stoves in developed countries, which 
cost many hundreds of dollars. In what 
might be called the ‘woodstove dilemma*, the 
rate of energy (power) needed by typical 
houses (0.5-2.0 kg-wood/h) occurs ju.st at the 
lower limit of wood burn rates at which high 
combustion efficiency and low emissioas can 
be maintained (see Figure 3). Unfortunately, 
the typical power needs for household cook¬ 
ing arc within the same range. 

To some extent, this dilemma can be over¬ 
come by redesign of combustion chambers 
(e g. to concurrent air and fuel flows) and 
more meticulous tending [Smith, 19g7b]. 
Wide adoption of the practice of lighting tlw 
stove outside the house and moving it inside 
only after the most smoky phases of the 
burn are complete can also reduce exposures 
at some cost in efficiency, convenience, and 
safety. 

lb solve this dilemma in developed coun¬ 
tries, many stove manufacturers have turned 
to catalytic converters. It may seem some¬ 
how inappropriate to rely on this sophisti¬ 
cated device for cleaning such an ancient fuel 
but, in reality, it is ideally suited because 
most biofuels have so little ash and other 
contaminants that foul the catalysts. Ap¬ 
parently, therefore, the lifetime of the 
catalytic converters in such usage can be 
quite long. In addition, at least with heating 
stoves, the catalytic converters increase the 
efficiency of combustion such that, in 
typical developed-country conditions, they 
are usually cost effective for the users. 

The cost of woodstove catalytic converters 
has oecreased dramatically since the early 


Imtii ttfil tpo ld|h Ar conaidMttHW by 
many devdo|riiig counfry ineri but, just at 
has been shown with photovoltaics, there 
may well be appropriate^ches in developing 
countries for hlfh-technology devices that 
are user-friendly (particularly if they can b« 
made in-country). Application to cooking 
stoves, however, may not necessarily be easy. 

A more modest approach to accomphsh- 
ing the sometimes conflicting goals of low 
exposure and high efficiency is to optimise 
stove design for efficiency'without a flue and 
to use the stove on a fireplace-lifce hearth 
under a chimney. Such arrangements have 
been found to be quite effective in Held 
studies in India, for example [see IkUc; 
noted; Ramakrishna, 1987). in addition, the 
chimney arrangement can often made of the 
same kind of materials used for the walls 
of the house itself. 

The basic dialectic to be considered by 
stove designers, therefore, involves the poten¬ 
tial compromises between efficiency and 
smokiness. Stoves designed to accomplish 
one goal may not achieve the other. There 
are several related dialectics that are also 
worth mentioning. 

^ficienev versus Fuel Economy: Stove 
researchers have rediscovered what has 
been known for many years by investi¬ 
gators of other household appliances; effi¬ 
ciency is a strong function of use cycle. Put 
another way; reliable comparisons of devicee 
that arc controlled by individuals can often 
only be achieved after careful definition of 
a use cycle. The ‘efficiency’ of aulomobilm, 
for example, is recognised to be meaningleis 
for most practical applications. Measured in¬ 
stead is fuel consumption during some stan¬ 
dardised driving cycle. 

The word efficiency is thus to be shunned 
because it implies a degree of universality 
that is rarely achievable with devices that are 
operated in such a variety of ways. An adtti- 
(ional implication is that laboratory 
measurements based on standardised use 
cycles should not be expected to represent 
actual fuel economy in practice. Oine can 
hope to design a laboratory test such that 
the relative rankings of different stoves 
under field conditions can be determined, 
but It will be some time, if ever, that absolute 
fuel economy can be predicted. In spite of 
this now well known phenomenon, however, 
we still too often hear both (he technical and 
policy communities use the results of 
laboratory tests to predict actual fuel use or 
savings and sometimes, as a result, become 
friLsiiated and discouraged when actual fidd 
measurements do not correspond [Gill, 
1987]. 

The dialectic tha't results might be calleo 
the use-cycle uncertainty (Heisenberg) prin¬ 
ciple. The more clo.seIy that the use-cycle 
mimics the true use of the stove, the lets it 
can be used to compem different stoves or. 
the same stove in different situations; The 
designer and disseminator must compromise 
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Framework for organising the siudy of the health impacts of biofuel smoke from household 
combustion. Note the relationships among emissions, concentrations, and exposures. The notation, 
‘R’, indicates those points where technical fixes are most readily available. Behavioural changes, 
e g, in cooking practices, can also reduce exposures |Smith, 1987b]. 


'dMoniiAft niMW for 

hM Economy wnus Dt^onmtion: Even 
Im well esUbiished is the connection 
, between ftiel shortages and deforesta¬ 
tion. Indeed it now appears that, except in 
. tmusual circumstances (principally in 
Africa), it can be difficult to determine even 
which way the causation runs. Indeed, other 
sounes of biofuel may make the connection 
in either direction be most tenuous [leach, 
1987). Tbo often, however, we hear calcula¬ 
tions of forest area preserved by virtue of 
a fuel saving that itself may be determined 
ton the basis of dubious assumptions about 
the relationship between fuel use and 
laltoratory efficiency. 

This is not the place to go into the many 
reasons why such calculations are usually 
too simplistic [Goodman, 1987). Given the 
initial impetus behind the ‘energy* period 
stove programmes, the fdt need to tie stoves 
to forests is undentandable. The very 
complaity that is ignored by making such 
a direct connection, however, may well be the 
source of approaches to the actual problems 
that underlie the biomass/biofuel/food 
crisis. The administrative advantage of 
assuming such a simple direct connection, 
therefore, must be balanced against the loss 
of infortnation and of the potential to 
perceive long-term solutions that could 
result. This is the dialectic. 

Smoktless Stoves versus Smokeless 
Kitchear. As mentioned above, what have 
been called smokeless stoves are often 
actually quite smoky but flued stoves that 
may. irndv proper «>nditions, maintain low- 
smoke kitchens. Unfortunately, flues by 
themselves do not guarantee low exposures 
and a true small-scale low-cost smokeless 
stove using unprocessed biofuels has yet to 
be developed. 

Emssions versus Exposures: While .seeming¬ 
ly obvious, it is worth pointing out that 
poTiuunt emissions by themselves are 
not a health problem unless they are retain¬ 
ed in a volume of air (concentrations) and 
breathed by people for a significam time (ex¬ 
posures). Thus, the health effects resulting 
fkoiQ cookstove smoke ate influenced by 
sernii fiKtors including room volume, room 
ventilation, wind, cooking time, cooking 
behaviour, which themselves are not com- 
pleidy independent. The interaction of these 
iheton can be modelled but only in a rough 
manner [Smith, 1987bj. Thus, the relation¬ 
ship of laboratory emissions measurements 
to true exposures may not be straightfor¬ 
ward. Actual field measurements ituQT be 
needed. 

Flued versus Flueless Stoves: It may seem 
like a paradox, but in some cases im¬ 
proved unflued stoves mi^ actually create 
tower exposures than flu^ ones. This is 
because some unflued designs improve com¬ 
bustion efficiency as well as heat transfer ef- 
fldoKy vdtile flued designs tend to focus on 
the latter. Ail too often in the field, flues do 


not work welt and may not only fail to 
remove most smoke from the room, but also 
result in lower rather than higher overall fuel 
utilisation because of user-reluctance to use 
dampers. 

Measured versus Perceived Improvements: 
Although simple in concept, rural energy 
specialists will agree that it is quite dif¬ 
ficult in practice to determine fuel usage 
accurately across different households 
and seasons. Indeed, the gap between con¬ 
cept and practice can be most frustrating 
and is evidence of the classic uncertainty 
principle of the social sciences: the more 
effort put into monitoring at the household 
level, the more change is introduced by the- 
investigation itself. IVhile involving more 
sophisticated monitoring equipment, the 
same prindi^e operates for smoke monitor¬ 
ing: the measurer disrupts what is measured. 

it is often important to determine perceiv¬ 
ed fuel use and smoke exposures such |hat 
stove dissemination can be succelfftil. 
Unfortunately, however, rqiorted percep¬ 
tions too can be greatly influenced by the 
investiiMtion itself. In addition, particularly 
with smoke, perception may not entirely 
minor reality since some of the most impor¬ 
tant pollutants are not smised accurately fay 
humans. 


Balance points are needed, therefore; bet¬ 
ween effons to measure physical and 
perceived improvements and b^ween the 
needs for accuracy and for minimising 
uncertainty introduced by the measurement 
process. 

Ill 

Centraliaed venua Decentralised 
Diaseminntion 

The most persistent dialectic in develop¬ 
ment is that between centralised and decen¬ 
tralised approaches (many other terms are 
also used including top down and bottom 
up). Indeed, it is possible to trace the pen¬ 
dulum swings between the extremes of tlds 
dialectic far back into history [Stohr and 
Ikylor, 1982]. Perhaps the most fundamen¬ 
tal differences among stove dissemiimdon 
programmes is described by this dialectic 
[e g. Sarin, 1986 and Upadhyi^, 1987]. 

India, for examfde, prides exampiw at 
almost any point along the spectrum ftom 
highly centralised nationally managed 
dissemination programmes to hi^y parti¬ 
cipatory locally managed ones. At the risk 
of simpUfIcation, it is probably teasonaUe 
to say this dioiceis also one bmween quan- 
Uty quality, alacrity and thoroughiiets. 
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The effect of burnrate on carbon monoxide emixsion lactor for a wood-fired heating stove. Note 
the apparent incrate in emissions occumng at rates less than 1-2 kg/h. These tests were performed 
by ACS Hayden and R W Braaien at the C anadian Combustion Research Lab. Ottawa (Smith. 
1987b]. 


and single and multiple objectives. Centralis¬ 
ed programmes tend to result in more stoves 
being built per unit time and money, but also 
suffer from high rejection rates and lack of 
integration into local social and economic 
development programmes. 

As with every dialectic, the answer lies not 
at the extremes but m a balance. Social 
niches exist for both locally made stoves 
utilising mostly local materials and labour 
as well as centrally made devices oi metal 
or ceramic in which stricter quality control 
and economies of scale can be applied. 
Indeed, in many ways the two approaches 
are complementary, each having strengths 
where the other has weaknesses. A conscien¬ 
tious cemialised programme, for example, 
cannot long proceed without arranging to 
continually learn from the results of decen¬ 
tralised programmes with their careful at¬ 
tention to local feedback. On the other hand, 
national attention and commitment may be 
needed in many countries in order for a 
significant number of people to be affected. 

Commercial versus Welfare Approaches: 
Should stoves be given aw^r and other- 
wbe highly subsidised or sirauld they be 
priced such that the users bear a signi¬ 
ficant fraction of the cost? There are 
good arguments on each side and no easy 
answer. Rir example; large segments of many 
ninl p^Hilations are not able to afford even 
minimal costs. In addition, many of the 
beneflu of improved stoves may accrue to 
other groups or to the jnibUc Ammons’. 
These are arguments for the welfare ap¬ 
proach (cross subridisation). On Uw othw 
hand, thne is evidence that pec^ie often do 
not value or take seriously what comet u 


them at no cost. Furthermore, maiket ap¬ 
proaches offer the workings of the ‘invisi¬ 
ble hand’, which can operate to continually 
press for improvement through competition. 

Again^ neither approach will be ap¬ 
propriate in all circumstances [Evans, 1987]. 
Improvements in welfare and market 
dissonination methods must be pursued for 
use in different places, different times, and 
different groups. 

Few versus Many Modelr. One of the 
truisms of rural development is that every 
village is different. This concept implies to 
some that a vast multiplicity of stove designs 
should be developixl such each fits as closely 
as possible into a particular local living style. 
The other extreme is the “any colour as long 
as its black" approach where the dictates of 
mass production and quality control are 
allowed to prevail. 

Simple versus Sophatlcated Operation: 
It is difficult to design stoves that have 
high fuel utilisation, low smoke emis¬ 
sions, and significant fuel flexibility 
without incorporating some user-operated 
tuning apparatus such as baffles and 
variable combustion chamber volume Such 
apparatus, however, greatly increases the 
vulnerability of the stove to poor operator 
training and motivation. Another dialectic 

Lightly versus Heavily Monitored: Con¬ 
siderable engineering and market research 
is needed before a new stove model can 
be successfully disseminated. Field re¬ 
search must incorporate study designs that 
are capable of providing statistical 
statements of user^ietoeptions and stove per¬ 
formance More work needt to go into 


tauMurttig tfflidiettey.ttBd aaponifa under 
laboratory, simulated, and fl^ conditions.' 

Extensive monitoring programmes, on the 
other hand, can significantly extend the time 
and cost of dissemination. Still another 
dialectic 

Esoteric versus Exoteric Evolution: Stove 
programmes should not expect to be able to 
optimise one or two aspects of traditional 
stoves while maintaining all their other 
characteristics such as portability and 
fuel flexibility and continuing to give side- 
benefits such as insect fumigation, and room 
lighting (Figure 4). This is not to argue that 
such functions are unimportant but that they 
will need to be addressed by other means. 
Economic and technological development 
have nearly always been accompanied by 
specialisation and there is no obvious reason 
that the evolution of cookstoves will be dif¬ 
ferent [Smith, 19878). 

Nevertheless, such specialisation comes in 
stages and stove designs that are specialised 
before their time will appear esoteric Step¬ 
wise progression will assure that stoves 
remain in the mainstream, i e, are exoteric 

IV 

Concluaion 

The changes in relative fuel costs and 
availabilities characterising the I97()s led to 
changes in the perceptions of the likely 
evolution of domestic energy use In contrast 
to the once inevitable conversion to 
petroleum-based fuels and electricity, it it 
now thought that biofuels may have a long 
future in a large percentage of the world^ 
households. There are a number of impllca 
tions of this view. The most obvious is tirat 
ill most areas the biofuel cycle will have to 
change Managed production must replace 
the unmanaged ‘hunt-and-gather’ techni¬ 
ques relied upon for harvesting most of 
today’s household fuels. In addition, to serve 
development as well as survival needs, there 
will be need for a greater degm of up¬ 
grading to higher quality solid, liquid, and 
gaseous fuels. Finally, the fuel cycle must 
end with devices that achieve higher efficien¬ 
cies if biofuels are both to be harvested on 
a sustainable basis and to continue to meet 
household fuel demiinds [Smith, 1987a]. 

There are also implicationt for health and 
safety. No more can it be expected that 
existing problems will go away by them¬ 
selves. They must be directly addressed at 
each step of the fuel cycle. Because there may 
well be difficult trade-offs among the desires 
for economy, efficiency, cleanliness, and 
other characteristics, increased quantiflea- 
tion of the impacts on health will te required 
to make rational choices. 

Such factors as economy, efficiency, and, 
to some extent, safety are fairly easily 
perceived by the users themselves. It can thus 
ble atgued that, given the opportunity, they 
are best qualified to choose among alter- 
nmives in a way that best serves their own 
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The positive aspects of the open fire that have 
been noted in the liiereture. Few systematic 
surveys of these benefits other than cooking 
have been conducted, however. Nor has the con- 
lideiible technolofiml development of biofuel- 
fired spaceheating stoves been adapted to 
; deveiopiiig-country needs. Modified from' a 
figure published i^ K K Prasad of the Wood- 
. burning Stove Group, Eindhoven [Smith, 
1987b]. 

Interests. Environmental contaminants, 
however, present a more difficult problem. 
Their impacts ate often delayed and other¬ 
wise difficull to link directly to exposures. 
The health effects are not easily distinguish¬ 
able from those with other causes. Thus, to 
pin down effects, it is necessary to rely on 
instrumentation, statistical judgments, and 
expert opinion. This is sometimes even true 
when the effects are great, as they are; for 
example, with tobawo smoking, This places 
. responsibility on experts to communicate 
th^ findings in a way that is useful for 
people in their own thinking about relative 
rtska 

The history of the world has shown that 
at every occasion where alternatives have 
been available and affordable, people eagerly 
turn away from unprocessed solid fuels for 
cooking. Sadly, perhaps, I do not believe 
that the tlassic' and 'energy* periods of im¬ 
proved biofuel-nred stoves have provided 
convincing evidence that this trend will 
change in the future. Such fuels are always 
fated to be simply too inconvenient, diriy, 
bulky; hard to comrol, inefTident. and other- 
wise unsuited to cooking. The improved pro¬ 
grammes of the *pho«ux' period promise to 
mitigate the impact o( some of these 
Characteristics and thus help make more 
comfortable and sustainable the unavoidable 
and substantial period that remains for 
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productive activities by pursuing further 
improvements in cookstoves burning un¬ 
processed biofuel rather than the means to 
accelerate the natural trends leading away 
from them. Establishing broader programme 
goals such as improvements in cooking prac¬ 
tices and housing may be more rewarding. 
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Cobstructifm Sector 


Afiqii Mbia 

Swapna MuldM^adhyay 

This study looks into the pattern of labour absorption bt the Classidties of India (i e. dties with a population 
of one lakh and above) in 198J and rdates it to the situatUm prevailir^ in 1971, It ideruifies dties with high or 
risbig tafes of kdtour ttosorption m the construdion sector tmd dffaentiates them from cities with low or failing 
rates of such absorption. It then relates these deferences to deferences in dty charactaistics in terms of changes 
bi the composition of workforce, population growth arul so on. One nudor focus cf the study is to analyse the 
{gender differences in the pattern of labour use bt the construction sector cf urban Irulia. An attempt is made 
to decompose thepacentage changes bt gender-spe<dfic labour use in construction into various component fadors 
contributing to variations bt such absotjaion across dties. The authors have tried to identify the rebdive importance 
cf the extent of nude-female substitution within the construdion sdtor as such, as well as substitution between 
the construction sector ta a whole arul other sedors In terms of employment generation. Also analysed are the 
effects cf changes in workforce partidpation rates, increases bt the total workforce or in the population base 


of the dties which were categorised 

THE paper is organised as follows: The 
following section looks into* certain broad 
features of the cities sn our sample and the 
level of and changes in labour absorption 
in construction activities in these cities. 
Section III reports the results of some factor 
analytic exercises carried out with a view to 
identifying the principal sources of variation 
in-sectoral patterns of labour absorption for 
female as i^l as male workers. Apart from 
analysing changes in the construction sector 
as such, thb section also reports a number 
of interesting results in changes in gender- 
specific overall occupational structure in the 
major cities of India in the inter-censal 
deade Section IV is concerned with decom¬ 
posing changes in the number of construc¬ 
tion workers into various factors and analys¬ 
ing their relative importance in our sample 
of cities. 

II 

Broad Featnrea-Of Class I Cities 
Sex Ratios 

Over the decade 1971-81. the Class 1 cities 
of India have become somewhat less biased 
in their sex composition. In 1971 women 
constituted imly 452 per cent of the total 
population of these cities whereas in 1981 
the figure has increased to 46.2 per cent. 
Also, while in 1971 a number of cities bad 
a female intensity (i e, female to total 
population) of less than 40 per cent, no dfy 
in 1981 exhibited such a low ratia In fact 
a number of cities in 1981 had a sex ratio 
exceeding 1.000, which was not the case in 
1971. So by and large, one could say that the 
large cities in India have on an average mov¬ 
ed wmewhat towards 'normalcy’*inaofar as 
sex. composition of the pcftmlation is con- 
oeraed. In the cities in our sample^ annual 
compound growth rate works out to be 5,64 
per cesu for males, S.90 per cent fixT fenules 


in the size Class / category In 1981. 

and 5.76 per cent for males and females 
combined. 

The trend towards ‘normalcy’ is even mote 
pronounced if we look at the aggregate 
growth of the workforce in these cities. 
While the compound annual growth rate of 
the workforce has been 2.88 per cent for 
male workers, it has been as high as 4.98 per 
cent for female workers. The total workforce 
of the cities registered an annual compound 
growth rate of 3.09 per cent over the ten-year 
period. 

Occupational Structure of the 
Workforce 

The structure of the male and female 
workforce was, however, quite dissimilar in 
1971. It has remained so in 1981, perhaps to 
a lesser extent though. The sector absorb¬ 
ing the largest proportion of male workers 
in these cities in 1971 was ‘manufacturing 
other than household industries’ (29.56 per 
cent) followed by ‘other services’ (24.34 per 
cent) and ‘trade and commerce’ (21.94 per 
cent). In 1981, the order remains the same 
but ‘manufacturing other than household in¬ 
dustries’ (MOTH in short) now absorbs a 
higher fraction of the workforce (33.24 per 
cent) followed by ‘other services’ (23.38 per 
cent) and ‘trade and commerce’ (22.49 per 
centk For female workers the sector with the 
largest employment generation potential in 
1971 was 'other services’ (48.56 per cent). It 
remained so in 1981 with a maiginally reduc¬ 
ed share of 47.20 per cent. The MOTH sec¬ 
tor is the second largest employer absorbing 
17 J3 per cent of the total female workforce 
in 1981, up from 16.53 per cent in 1971. The' 
other sectors coming mxt are trade and com¬ 
merce (10.61 per cent and 9.57 per cent in 
1981 and 1971 respectively) and household 
manufacturing (7.96 per cent and 7.60 per 
cent in 1981 and 1971 mpectivdy). The 
percental of agiicultuiRl labouien has shot 


up from 2.22 per cent in 1971 to more than 
6 per cent in 1981. 

Share of Construction Sector in 
Workforce 

The construction sector absorbed 3.55 per 
cent of the female workforce in 1971 in 
Class I cities. This has gone up to 4.04 per 
cent in 1981. The corresponding percentaj^ 
for male workers are 3.50 and 443 respec¬ 
tively. The compound annual growth rate of 
female construction workers has been 6.35 
per cent as opposed to 5.34 per cent for 
males. The female intensity of the constric¬ 
tion workforce has, in fact, increased from 
9.098 per cent in 1971 to 9.908 per cent in 
1981. In other words there were more women 
relative to men in the construction seaor in 
_ 1981 as compared to 1971. This can be huge¬ 
ly explained by the phenomenal rise in the 
labour force participation rate of females as 
compared to males in these cities over the 
decade .under consideration. 

The number of Class 1 cities has increased 
over the decade 1971-81. In order to make 
the figures comparable and to identify the 
characteristic features of the cities entering 
into the group of Class I cities for the fint 
time in 1981 Censusi we have analysed them 
in 1971 as well, although they were not 
regarded as Class I cities as per 1971 Onsus. 

Grouping all the cities in tour size groups 
according to the share of construction 
employment in total employment, one can 
see that out of a total of 194 cities in our 
sample, 112, or 58 per cent have remained 
in the same group over the inter-censal 
decade (cf Ikble I), 74, or 38 per emit have 
moved into the immediately proximate gnxip 
and only 8 have recorded a jump across the 
immediately neighbouring group—all of 
these eight recording a substantia] rise in tli8 
hercentage share of construction workers. 
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■(acaiit, dtbough U goes vi^thout Hiyiiig tkat 
Kdih a finer breakdown of size classes, one 
, could capture much greater mobility. 

Looking at changes in the distribution of 
share of employment in construction disag¬ 
gregated by gender we found that the overall 
distribution of the percentage share of 
female construction workers in total female 
employment in all these cities has remained 
more or less the same, which, as we will see 
later, conceals a fair amount of mobility for 
individual cities. For males, however, the 
Construction sector claimed a relatively 
larger percentage of the total male workforce 
in 1981 as compared to 1971 figures. But as 
we have already noted, the female intensity 
of the construction workforce in Class I 
cities has gone up appreciably between the 
two census years from about 9.1 percentage 
points to about 9.9 percentage points. This 
seeming anomaly can be explained by the 
fact that work participation rates of the 
female population has shown a substantial 
increase during this period. Thus just as 
relatively more fimiaJes have entered the con¬ 
struction sector, similarly mote females, 
lelatively to males, have entered other sec¬ 
tors as well—primarily the industry division 
titled ‘other services’ in the census jargon. 

The second point of interest that emerged 
from a close examination of the data was 
that although the distribution of employ¬ 
ment share in construction remained more 
or less unchanged over the inter-censai 
decade, there was a fair amount of inter- 
group mobility for female construction 
workers, which does not quite show up in 
the total transition matrix (cf Tkble 1) as 
females constitute less than 10 pet cent of 
the total workforce. Between 1971 and 1981, 
around 21 cities had moved upwards from 
the size group 0-2.49 per cent for female con¬ 
struction workeis. These are Guntur, Gaya, 
Kathiar, Patratu, Nadiad, Hissar, Cannanore, 
Cochin, Bliaspur, Indore, Murwara, Puri, 
Sambalpur, Rourkela, Bharatpur, Bhilwara, 
Baricly, Parookhabad, Hatdwar, Mirzapur- 
' eum-Vindbyachal and Muzaffarnagar. In 
most of these cities the rate of growth of 
female construction workforce has been 
substantially higher than that of the male 
construction workforce over the decade 
1971-81. The rate of growth of female con¬ 
struction workfori^ also substantially ex¬ 
ceeded the overall female workforce growth 
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DA and Puri), the wt ratio in the construc¬ 
tion sector has moved in favour of the 
females. It is interesting to note that in a ma¬ 
jority of these cities, the share of female 
workforce in manufacturing other than 
household industries has also increased. 

On tiK other hand, the cities moving in¬ 
to this size class in 1981 from higher class 
intervals in 1971, have been 19 in number, 
many of them (12 out of 19) coming from 
the immediately higher class interval, the re¬ 
maining recording a sizeable drop from the 
next higher size group. In most of these cases 
(except in Gwalior, Pudukottai and Ondal), 
the rate of growth of the female construc¬ 
tion workers over the decade 1971-81 has 
been negtuive although the overall female 
workforce growth has been positive. The 
male construction workforce has also been 
growing positively in these cities except in 
Macbilipatnam, Nizamabad, Bhusawol and 
Durgapur and the position of these citia, 
with the exception of Durgapur, in the size 
class distribution for males remained un¬ 
changed over the decade 1971-81. Con¬ 
sequently. the female intensity in the con¬ 
struction sector in these cities had come 
down in 1981 compared to the position in 
1971. However, no systematic pattern with 
respect to employment in other sectors can 
be discerned. 

In the cities which have moved from the 
size class 2.50 to 4.99 per cent in 1971 to the 
size class 5.00 to 7.49 per cent in 1981, the 
rate of growth of female construction 
workers has been larger than the rate of 
growth of the total female workforce as well 
as the rate of growth of the male construc¬ 
tion workforce. Female intensity has, there¬ 
fore, increased in all the cities except in 
Chandrapur and Salem where it has gone 
down slightly. As far as the other sectors are 
concerned, it can be seen that the share of 
ifon-household manufacturing in total 
female workforce has incrca.sed invariably 
in all the cities. On the other hand, the cities 
falling from the class-interval 5.00 - 7.49 in 
1971 to 2.50 - 4.99 in 1981 have experienced 
a rate of growth of female construction 
workers which has been smaller than that 
of males in 4 out of 6 cases. The rate of 
growth of total female workforce has been 
invariably larger than the growth rate of the 
female construction workforce. 

Cities moving down from the highest size 


Tabu 1: TaANsirioN Martix Showini, ChancfiS in thf Absorptivi; Capac irv oi rm 
Constrcttion Sechir, 1971-1981 


1971-1981 

0-2.49 

2.50-4.99 

5.00-7.49 

7 50+ 

Total 

0-2.49 

IS 

25-' 

4 

_ 

44 

2.50-4.99 

11 

86 

31 

4 

132 

5.00-7.49 

— 

5 

9 

— 

14 

7.50+ 

— 

— 

2 

2 

4 

Iblal 

26 

116 

46 

6 

194 


Note: Column and row heads indicate the size group defined by the percentage share of con¬ 
struction in total employment of the cities. 


in < out of 9 cates ow the decade 1971-81. 
Overall female workforce growth hat been, 
of course, positive and the growth of the 
female construction workforce has remained 
all along above the female construction 
workers growth rafe essentially reducing the 
female intensity in the construction sector. 
Whenever the mote construction workforce 
has declined, the decline has bem smaller 
than that of its female counterpart. The 
cities entering the top class interval in 1981 
have experienced extremely high rates of 
growth of female'construction workers 
essentially exceeding the overall female 
workforce growth rate as well as the male 
construction worker's growth rate over the 
decade 1971-81. Again, female non-house¬ 
hold manufocturiag leeiiu to have experi¬ 
enced an inaeaie in lu share andthein- 
creaseintheshanxrfoonstructionaMlnon- 
honsdioldnianufocinrinihasbeenattheei- 
pause of the share of scrvicea in total female 
workforen 

So far we have identified cities which have 
moved into diffemu group intervals over the 
decadcL Looking at cities which have main¬ 
tained their position in a particular interval 
over the dKade, we find that cities like 
Vishakhapatnam, Shimoga, Bhopal, 
Aurangabad and Bokaro Steel City which 
maintained their construction share in total 
female workforce at the range of 7.50 per 
cent and above both in 1971 and 1981, have 
also experieinced a high ^ate of growth of 
female workforce in general. Though the rate 
of growth of female consti;uction workers 
has remained smaller than die rate of growth 
of the female workforce in general (except 
in Aurangabad I, the percentage share of.the 
MOTH in total female workforce has in¬ 
creased m 1981 compared to that in'-197l. 

On the other hand, among the dries 4hich 
maintained their construction share in the 
lowest range (0.00-2.49 petemtage point), the 
share of MOTH has increased in around 
SO cities out of 79 and in the remidning 29 
cases it has declined. It may also be check¬ 
ed that in around Si dries the nue of growth 
of female construction workers has been 
larger than the rate of growth of the total 
female workforce over the decade 1971-81 
Female construction workers rate of growth 
has been larger than the male Construction 
workers rate of growth in a large number of 
cities (52 out of 79) but that could have been 
because of the reason that females routed 
from a lower level in absolute ternu tri 1971. 
Interestingly enough in most of the dto in 
this category, the growth ratg in thoJ^urc 
of female work force in the MOTH Mdoir has 
also not been very impressive.-' 

Thus the overall picture that emerges from 
cursory examination of the data has the 
following features: (i) cities exhibiting high 
growth in the female construction workforce 
are not necessarily those that showed high 
growth in male construction workers: (ii) the 
former set of cities are alto those which have 
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nedrted i l^h siwMb me hi the •bsorp- 
tkm of wonen workers in non<hoiisehold 
minufacturing: (iii) dtiet which record a 
relative tiackening of absorption of female 
labour in the construaion sector at different 
leveis do not exhibit any systematic pattern 
with respect to employment in other sectors 
Clearly somewhat mote systematic process 
ing of the data is called for. This is attemp 
ted in the next section with the help of fac 
tor analysis. 

Ill 

Results from Factor Analysis 

In the previous section we had seen that 
the percentage share of construction in total 
employment in the class I cities has not 
undergone any major change over the period 
1971*81. We also found that the distribution 
of cities along different size classes formed 
by this share separately for males and 
females has remained roughly similar. 
However, an attempt at constructing the 
transition matrix for female construction 
workers showed a substantial amount of 
inter-group movement. Wc also noted certain 
patterns of changes- in the employment 
structure of female workers in the cities 
which recorded large changes in the absorp¬ 
tion of female workers in the construction 
sector. In this section we investigate the 
possibility of capturing any systematic pat¬ 
tern that may emerge from the mass of ^ta 
on distribution of the miile and female 


workfom in die Ml biraadi indus# dh^^ 
in each of the 194 cities in our sample using 
the method of factor analysis. The other 
variables we have included in our data set 
are the percentage of the population belong¬ 
ing to the scheduled caste categories for both 
sexes and the sex ratio of the^overall popula¬ 
tion in the cities. The results of this exercise 
are discussed below. 

Use ot factor analysis to disentangle struc¬ 
tural changes in employment profile is 
nothing new. It has been used extensively in 
a study by Mitra, Mukherjec ct al [1981] for 
studying changes in the urban employment 
structure over the period 1961-71 separately 
for the agricultural and non-agncultural 
towns. We do a similar exercise for.the 
employment struaure in our sample oi cities 
disaggregated by sex, first, to discern pat¬ 
terns of change in the employment structure 
over time and, second, to find out if the 
structure is dissimilar for male and female 
workers in the construction sector. The 
results of rotated factor loadings using 
varimax rotation are reported in Tables 3 
and 4. 

As far as the female employment struaure 
is concerned, it may be noted from Tabic 3 
that in 1971 agriculture and allied activities 
and service sector had the maxtmum factor 
loandings in factor I which amounted for 
maximum variation. It seems that over the 
decade 1971-81 there has not been any sig¬ 
nificant change in the employment structure 
of females, as in 1981, again, the same 


vaiiaibies take tlsf maxinugn factor loading 
in factor 1 fftble 3). In relation to other fac¬ 
tors a structural change may be said to have 
occurred over the decade 1971-81. In factor 3 
construction and household manufacturing 
enter with high factor loadings in 1981 
though they were not so prominent in 1971. 
However, for both the years, 1971 and 1981, 
it is clear that construction share and the 
share of household manufacturing are 
negatively related. On the other hand, in fac- 
or 4, construction and manufacturing other 
chan household appear with high factor 
loadings and are of the same sign both in 
19t| and 1981, 

The male employment structure, on the 
other hand, has undergone a significant 
change over the decade 1971-81. The factor 
loadings of both manufacturing other than 
household and services were on the.high side 
in 1971 so far as factor I is concerned 
(Table 4). Construction entered with the 
maximum factor loading only in factor 5 in 
1971. But in 1981, it appears that both con¬ 
struction and services have the maximum 
factoi loadings in factor I. This may be in¬ 
terpreted as the onset of the maturity stage 
of the urbanisation process. 

However, in the Indian context the service 
sector has both a high productivity as well 
as a population growth ipduced low produc¬ 
tivity segment. Hence it may be erroneous 
to deduce that the shift away from manufac¬ 
turing other than household towards services 
is an indication of positive change. The 


Table 2: Characteristics oi Cities Which .Moved Out or the (0.00-2.49) Pir Cent R.sni.i biiwii n 1971 and 81 in ihi Case oi 

r-LMAlE CONStRUtTION WORKERS AS A PERCLNIAC.I OI MIL 1-LMAll WORKI RS 


Sr Cities Rale of Rale of Female Female Per Cent Pet f'em fti Cetil Pei ('em Per C eni Pet C cm Per C'etil tVi Cenl Per Cent 

No Growth Growth Workers Workers Growth of Share of Share of Share of Share of Shate ol Share of Share of Share of 

of of MCW 10 Total to Total Female M(olh) Mioth) MfHHl MiHHl T and C T and C Other Other 
Female between (M + E) (MeF) Workforce for for (ot foi lor for Services Services 

C'W bei- 1971-81 Workers Workers between Female Female Female Female Female Eemalc foi for. 

ween ia Con- in Con- 1971.81 Workers, Workers. Workers, Workers. Workers. W'orkers, Female Female 


1971-81 sttuclion, struction, 

1981 1971 


1 Guntur 

8.23 

2.58 

16.06 

10.06 

0.50 

2 Gaya 

8.82 

2.56 

8.20 

4.71 

2.08 

3 Katihar 

26.80 

10.41 

3.32 

0.85 

5.84 

4 Patratu UA 

21.48 

10.05 

11.02 

4.41 

8.26 

S Nadiad 

9.64 

0,51 

8.94 

3.90 

2.56 

6 Hissar UA 

18.31 

11.90 

3.35 

1.94 

7.56 

7 Cannanore UA 

17.04 

23.38 

9.23 

14.70 

10.15 

8 Cochin UA 

10.50 

8.44 

6.98 

5.85 

5.28 

9 Bllaspur UA 

15.53 

5.09 

17.78 

7 74 

2.50 

10 Indore 

16.92 

7.41 

16.09 

7.58 

7.11 

11 Murwara 

17.61 

6.96 

13,97 

5.91 

2.15 

12 Puri 

8,71 

8.74 

7.58 

7.61 

.3 69 

13 Sambalpur UA 

20.28 

8.35 

10.24 

3.66 

8.55 

14 Rourkda 

50.06 

29.57 

13.17 

1.67 

6.71 

15 Bharaipur 

15.66 

15.68 

28.84 

1.68 

5,31 

16 Bhilwara 

18.63 

9.26 

16.98 

8.25 

-0.23 

17 Bareli 

31.16 

9.20 

2.73 

0.44 

5.77 

18 Rsrookhabad UA 

52.71 

18.66 

2.86 

0.23 

0.61 

19 Haridwar UA 

28.29 

2.58 

9.76 

1.14 

’6.94 

20 Minaput-cum- 
Vindhyachal 

40.51 

6.91 

7.37 

0.51 

-1.87 

21 Muzaffarnagar 

44.61 

11.93 

1.69 

0.09 

5.29 


1981 

1971 

1981 

1971 

IVKI 

1971 

Workers, 

1981 

Workers, 

1971 

28.12 

60.31 

3.47 

2 21 

8.60 

7.44 

.30.01 

20.06 

5,00 

6 34 

11.57 

14.42 

7 90' 

8.52 

52.60 

49.21 

1.70 

6.23 

2 21 

2.78 

14.71 

13.47 

42.23 

40.36 

2.00 

0.98 

0.52 

0.6.3 

1.56 

0.49 

27.53 

22.69 

12.53 

1.3.14 

3 19 

3.18 

9..39 

12 29 

59.37 

46.71 

2.90 

8,09 

3.90 

1 98 

4 6f< 

2 69 

75.31 

73.33 

22.52 

.8.39 

2 56 

3 43 

7 14 

5.33 

49.29 

72.43 

13.36 

19.17 

2.01 

3.2K 

12 23 

8.89 

57.19 

59.14 

12.26 

13.35 

4 45 

6 87 

8 73 

6.42 

42.46 

39.93 

20.62 

16.74 

406 

5 97 

3 81 

9.05 

11.67 

60.40 

28.65 

14.11 

.3 77 

1009 

7.62 

6.66 

32.11 

25,54 

3.48 

3.78 

7 99 

3 Kl 

26 78 

24,40 

52.63 

55.93 

14.87 

12.67 

15.97 

It 63 

10.16 

10 91 

38.95 

42.93 

13.34 

10.44 

0.78 

0 46 

6 09 

7,01 

58.95 

73.74 

23.56 

4.76 

10..51 

18 33 

.3.31 

3 75 

48.03 

61.46 

13.19 

8.45 

5 17 

,3.02 

2.27 

4.89 

27,22 

25.22 

8.83 

5.01 

9.20 

4.69 

3.55 

6.lt 

66.86 

75.76 

9,77 

8.69 

22.07 

36 29 

2.40 

4.86 

52 71 

4?.41 

13.23 

6.15 

4.15 

4.IK 

4.68 

13 70 

6.3.81 

164.57 

6.15 

7.25 

18.13 

5.00 

5.65 

12.85 

42.42 

48.99 

11.16 

8,71 

7.61 

10.94 

9.51 

3.40 

63.64 

66.31 


tSourw; Ceiiaas of India, 1971 and 1981. 
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‘’•.iliaiiy comtucttd'ibjr Mitn, Mukherjee «il 
(1981 j ako derived muits of a ttmilar nature, 
in their study concerning the economic 
Uructure of ihe non-agricultural towns over 
.the decade 1961-71, the erosion of the non- 
' household inan^facturintt and its substitu¬ 
tion by the service sctior emerged quite 
dearly which, in fact, had prompted the 
authors to question the development pattern 
of the economy. 

In our exercise for males the factor 
loadings of construction and manufacturing 
other than household in factor 1 for 1981 
have been opposite in sign whereas services 
and construction both have similar signs. On 
the other hand, foi the female workforce, 
construction secibr has been found to be 
similarly aligned with non-household manu¬ 
facturing—a feature which emerged also 
from our analysis in section II above. 

Since the share of agriculture and allied 
activities in total male workforce has been 
very small in most of the class 1 cities, we 


reatwiyMd the thna altw dbopfiiai ’tlMti 
variables. Also, in order to hlghtti^ Ihe dif¬ 
ference between fast-frowing and slow- 
growing cities, we classified the dties into 
two groups; (a) cities having a population 
growth rate of 0 to 4 per cent per annum over 
the decade 1971-1981 and (b) cities with a 
population growth rate, of 4 per cent and 
above per annum. This roughly corresponds 
to cities growing below and above the 
average rate 

In dties with a population growth of 0-4 
per cent permnnum, manufacturing other 
than household and services had factor 
loadings of 0.8899 and 0.84175 respectively 
in factor 1 in 1971 for male workms. Con¬ 
struction had the highest factor loading only 
in faaor 3 in 1971. The same variables ap¬ 
peared with high factor loadings both in 
1971 and in 1981. This suggests that not 
much change had occurred in the male 
employment structure of the cities witti a 
population growth of 0 to 4 per cent p a. 


' iff t iii ii'f iih iOry Oltlii’rtm if ddhi 
with ^OfHdation tnwMh Of 4 fwf 
above; household nawifiKtaring had the 
maximum faexor loading in factor 1 in 1971. 
Manuhteturing other than household and 
services both had high factor loadings in 
factor 2. However, there seeihs to have dccur- 
tc<( a structural change in these cities over 
the decade 1971-81, as in 1981, the follow¬ 
ing variables show high factor loadings in 
factor I: trade and commerce (-0.81201), 
manufacturing other than household 
(0.72105) and transport, storage and ccmi- 
municMion (-0.70772). Since the factor 
loadings of alt these three industry divisions 
figure prominently in 1981, it is difficult to 
interpret the direction of change. If the 
change has bben away from household 
manufacturing towards high grade trade and 
commerce, and high productivity manufac- 
turuig, then, of course; the change observed 
in the male employment structure of the 
rapidly growing cities may be regarded as 


Tabif 3: Rotated Factor Loadino.s for Femau Workers, 1971-1981 


Name of the Variables 




Rotated factor Structure 





1971 

. 


1981 


Factor 1 

Factor 2 

Factor 3 

Factor 4 

Factor 1 

Factor 2 

Factor 3 

Factor 4 

Ag labour 

0.857 

0.042 

-0,079 

0.201 

0.835 

0.004 

0.052 

0.206 

Manu (HH) 

0.338 

-0.126 

0.671 

- 0.249 

0.109 

0.200 

-0.210 

-0.368 

Manu (OTH) 

0.028 

0.138 

0.038 

- 0.861 

0.264 

0.214 

0.058 

-0.723- 

Construction 

0.089 

-0.105 

•0.598 

- 0.386 

0.049 

-0.017 

0.785 

-0.288 

Trade and comm 

-0.001 

-0.604 

- 0.254 

- 0.169 

0.I4S 

-0.804 

0.047 

0.030 

lYans, cnmmuhication etc 

0.184 

0.006 

-0.678 

0.033 

-0.224 

0.736 

0.168 

-0.0IS 

Other services 

•0.790 

0.075 

0.021 

0.528 

-0.785 

-0.100 

0.068 

0.420 

SC population 

0.074 

0.062 

-0.029 

- 0.079 

0.148 

0.257 

0.009 

0.596 

Sex comp of total population 

0.164 

- 0.758 

0.254 

0.209 

0.508 

-0.475 

-0.292 

-0.317 

Eigen values 

1.787 

1.554 

1.310 

1.034 

2.147 

1.637 

I.II9 

1.084 

Per cent of variation cxpl by 









each factor 

I9.8.S0 

17.267 

37.117 

11.489 

23.854 

18.191 

12.429 

12.046 

Prr cent of cumulative 









variation 

-19.850 

37.117 

51.673 

63.162 

23.854 

42.045 

54.470 

66.520 

Ibtal variation by the given 









factor 




63.162 




66.520 


Tabie 4: Rotated Factor Loadinos for Male Workers, 1971-1981 


Name of the Variables Rotated Factor Structure 


1971 __IW 



Factor 1 

Factor 2 

Factor 3 

Factor 4 

Factor 5 

Factor 1 

Factor 2 

Factor 3 

I^or 4 

Ag labour 

0.070 

0.057 

0.042 

-0.793 

-0.186 

0.077 

0.2% 

0.524 

0.170 

Manu (HH) 

-0.044 

0.308 

-0.296 

-0.542 

0.404 

-0.129 

-0.166 

0.800 

-0.079 

Manu (OTH) 

-0.792 

0,005 

-0.301 

0.450 

0.030 

-0.638 

0.001 

-0.313 

-0.500 

Construction 

0.057 

-0.130 

- 0.116 

-0.126 

-0.898 

0.710 

0.097 

-0.179 

-0.165 

-Ihide and comm 

0.042 

0.618 

- 0.120 

-0.105 

0.064 

-0.050 

0.046 

0.274 

0.650 

Ttuns, communication, etc 

0.055 

0.001 

0.951 

0.007 

0.095 

0.073 

-0.103 

-0.361 

0.770 

Other services 

0.886 

0.035 

- 0.II2 

0.315 

-0.038 

0.737 

-0.143 

-0.002 

0.088 

SC population 

Sex comp of total 

0.'179 

-0.702 

-0.189 

-0.252 

0.185 

0.210 

-0.768 

0.134 

-0.026 

population 

0.077 

-0.517 

0.112 

0.175 

-0.087 

-0.118 

-0.762 

-0.147 

oxm 

Eigen Values 

Per cent of variation expl 

1.566 

1.463 

1.161 

1.058 

1.024 

1.784 

1.382 

1.241 

1.096 

by each factor 

Per cent of cumulative 

17.404 

16.253 

12.898 

U.7S4 

11.372 

19.820 

15.354 

13.792 

12.182 

variation 

17.404 

33.657 

46.555 

58.309 

69.681 

19.820 

35;I74 

48.996 

61.148 


Total variation by the 

given factors <9.681 61.148 
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AlMraiiittiK if it to 

I wm rti o W miBiifiKtuiiiiy towaidi low grade 
ttadc and low ptoducti'^y manufacturing 
and repair units, then it cut be uid to reflect 
only a cmnpositional change within the low 
productivity informal sector rather than a 
positive change towards high productivity 
jobs., 

for female workers, in 1971 primary sector 
as well as the service sector have the maxi¬ 
mum factor loadings in factor 1 in the slowly 
growing cities, while construction and 
household manufacturing sectors’ factor 
loadings are high but occur with opposite 
signs in factor 2. Non-household manufac¬ 
turing with the maximum factor loading in 
factor 3 seems to be aligned positively with 


' the colistraaieh secim’—liie feature which 
was noticed at the aggregate level also. As 
far as the structural change over the period 
1971-81 in the female employment pattern 
is concerned, it has been more towards the 
service sector away from the primary sector. 
Construction does not figure prominently in 
cither of the main factors although it con¬ 
tinues to be aligned with non-household 
manufacturing in 1981. In the rapidly grow¬ 
ing cities, however, the female employment 
structure seems to have undergone a distinct 
shift away from services and agriculture 
towards non-household manufacturing over 
the decade 1971-81. Though construction 
and non-household manufacturing appear 
with factor loadings of the same sign in 


factor! in 1971, no clear-cut link.between 
them is discernible in 1981. 

It may be noted that the positive align¬ 
ment of the construction sector with 
manufacturing other than household in 
female employment structure, a pheno¬ 
menon which appears repeatedly in our 
results, seems to indicate that similar forces 
are opeiating behind the expansion of these 
two .sectors for fehiale workers. This is 
obvious both from our factor analysis results 
reported in this section and our analysis of 
data from individual cities reported in 
section II. In the absence of other suppor¬ 
ting information, it may be presumptuous 
to draw any cMlegorical conclusion from this. 
However, this suggests the hypothesis that 
for female workers, perhaps construction 
work and work in manufacturing Other than 
household, tall in a homogeneous category, 
i c. in the category of preferred or perhaps 
relatively high income jobs. It is noteworthy 
that no such alignment is visible for the male 
work force. 

IV 

Resulta of Docompositioii 
Analysis 

Since we arc interested in identifying the 
factors that led to changes in male and 
female labour absorption in the construction 
sector in a particular city over time, one of 
the ways in which we can decompose the 
data is as follows; 


Tabu 5. Rrsui.TSiROsi DtcoMPosiiioN Anaivsis 


Variable 

Min 

Mas 

Mciin 

SD 

CV 

FCW 

- 2.45 

4.23 

0.79 

1.04 

1.32 

MCW 

-1.84 

3.42 

0.58 

0.52 

116 

FCW 

-2.08 

2.83 

0.21 

0.86 

402 

TCW 

MCW 

0.32 

0.19 

-0.002 

-0.06 

3 

TCW 

TCW 

1.95 

1.51 

0.19 

0.44 

235 

TW 

TW 

-0.24 

1.77 

0.40 

0.23 

57 


Afo/e: The parameters are computed for the expression In (XI98I/X197I) for each variable 
Source: Census of India, 1971 and 1981. 


Table 6; CiTits Grouped intc) Seven Ci asses DLPtNDiNu on Paitlrns or Chance in Female 
Construction Wokkiorci and IrsCoMPONtNi Factors 


City'Category 

Variables 

Direction 
of Change 

Group 

Mean 

Group 

sd' 

Number of 
Cities 

I 

FCW 

+ 

1.51 

0.87 



FCW/TCW 

•4 

0.70 

0.70 



FCW/TW 


0.40 

0.30 

86 


TW 

-f 

0.40 

0.16 


11 

FCW 

+ 

I.I2 

0.67 



FCW/TCW 

+ 

1.14 

0.83 



FCW/TW 

- 

-0.34 

0.54 

18 


TW 

+ 

0.33 

0 10 


111 

FCW 

+ 

0.51 

0.48 



TCW/TCW 

- 

-0.30 

0.22 



FCW/TW 

+ 

0.34 

0.33 

41 


TW 


0.47 

0.32 


IV 

FCW 

+ 

0.23 

0.17 



FCW/TCW 

, - 

--0.30 

0.19 



TCW/TW 


-0.11 

0.08 

8 


TW 

+ 

0.65 

0.38 


V 

FCW 

- 

-0.42 

0.36 



FCW/TCW 

+ 

0.06 

0.41 



TCW/TW 

- 

-0.83 

0.46 

3 


TW 

+ 

0.34 

0.11 


VI 

rcw 

- 

-0.43 

0.29 



FCW/TCW 

- 

-0.86 

0.32 



TCW/TW 

+ 

■fO.13 

0.08 

9 


TW 

+ 

-E0.2S 

0.14 


VII 

FCW 


-0.61 

0.60 



FCW/TCW 

- 

-0.73 

0.SI 



TCW/TW 

- 

-0!2 

0.19 

23 


rw 

+ 

-1-0.33 

0.14 



Source: Census of India, 1971 and 1981. 


Few - FCW TWe . TW 

, TCW TW 

where 

FCW~ Number of female construction 
workers 

TCW^Total number of construction 
workers, male and female. ' 

TW - Ibtal number of workers, male 
and female in all ten industrial 
divisions combined, 

A similar exercise can be carried out for 
male construction workers (MCW) as weU. 
Ihking logarithm of (1) above and using the 
census information on the cities in 1971 as 
well as in 1981, we have the following 
relationship. 

In FCW,^, - In FCW,„, 

=lnF£W_,„ FCW^,„ TW_ 

TCW,,,, TCW„„ TW,,,, 

IXJW 

fw T^mi 

* ” l«7l 

Thus percentage cnange-in the number of 
female construction workers in a city bet¬ 
ween 1971 and 1981 is expressed as a sum 
of percenuge changes in (a) female to total 
construction workers, (b) total construction 
workers to total worirers and (c) total 
workers. While th«e are many possible ways 
of decomposing the variable in question, the 
advantage of this particular decomposition 
is that while keeping the number of factors 
to a bare minimum, it allows us to interpret 
a certain percentage change in the absorp¬ 
tion of female (or male) construction 
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: In • ^utkniar city in tertm of 

i(a) the subtfitution of female to male 
. workers within the construction sector, 
(b) the substitution between the construction 
, sector as a whole and all other sectors in the 
city economy in terms of their relative 
. employment generation potential and 
• (c) changes in the total workforce. We have 
also looked into the po-s.sibilKy of breaking 
up changes in total workers as follows: 

In TW In (TWj t In TP (.'I) 

TP 

where T P is total population of the city and 

■ ’consequently is the work participation 
TP 

, rate, where changes in TV'', over the inter- 
TP 

censal years are likely to reflect changes in the 
demographic profile of the cities concerned. 

Looking at t he profile of the cities in terms 
of changes described above, it is clear that 
FCW,^i (In FCW,,.,,) varies quite a lot 
over Our sample, much more Ilian changes 
in MCW (see Table 5). Moreover, a cursory 
look at the component factors suggests that 
the lion's share of such variability is accoun¬ 
ted for by variations in changes in FCW 

TCW 

which wr can interpret as a measure of 
substitutability between male and female 
workers within the construction sector itself. 
The coefficient of variation of this compo¬ 
nent over the sample of cities is 4.02. As 
against this the coefficient of variation of 
, the component (TCW/TW) is 2.35. The 
component that shows least variability is 
percentage change in total workers in the 
cities. In contrast, for male workers, clearly 
the major factor explaining changes in the 
construction sector employment is the 
change in the relative weight it carries in total 
employment in the city, or (TCW/TW). 

The variability in FCW seems to be much 
more pronounced than MCW. This calls for 
further analysis of the data. In Table 6 we 
have grouped the cities in different categories 
according to the direction of change in the 
growth of female construction workers 
(FCW), changes in the female intensity of 
the construction workforce (FCW/TCW), 
changes in the ratio of construction workers 
to total workers (TCW/TW) and changes in 
total workers (TW). In most of these 
categories, the contribution of percentage 
change in the factor FCW/TCW to the 
percentage changes in FCW, outstrips the 
contribution made by the components, i e, 
TCW/TW' and TW'. This is especially so 
where the percentage change in FCW has 
been positive and very high (i c, categories 
I and HI) or negative and very high (i e, 
category VII). These together constitute 
nearly 80 per cent of our sample. Even in 
category II cities which experienced a fall 
in the percentage share of construction 
workers to the total workers, I e. where the 
construction sector as a whole could be 
deemed to have been relatively declining over 
the decade, we observe, a rise in the female 
component of the construction workforce 
which outstrips the percentage share of 


female constraction workers in abfbhne 
terms—a figure of 1.14 per cent as against 
1.12 per cent for the lattK variable: The only 
exception to this pattern is to be found for 
cities in category V where the negative 
change in (TCW/TW) is much larger than 
the positive chatty in (FCW/TCW). However 
the number of cities falling in this category 
IS only 3. This corroborates our earlier 
finding for the aggregated data that much 
of the temporal changes in FCW is to be 
accounted for by changes in the female com¬ 
position of the construction workforce 
rather than changes in the relative impor¬ 
tance of the construction sector as a whole. 

IV 

Summary and Conclusions 

Summarising the overall picture that 
emerges from sorting out the census data on 
construction workers in (he largest cities and 
urban agglomerations in the country, one 
could say that on an average the construc¬ 
tion industry lias staked a larger claim on 
the workforce of these urban centres in 1981 
as compared to 1971, both in absolute as well 
as in relativ'e terms. Not merely has the 
number of construction workers gone up in 
these cities, on an average the sex composi¬ 
tion of the workforce has changed, in that 
the female intensity of the construction 
workforce (FCW/TCW) has shown an ap¬ 
preciable increase. While the share of female 
construction workers to the total female 
workforce (FCW/FW) has also gone up 
marginally, the increase is lower than that 
observed in the corresponding share for 
males (MCW/MW). This apparent anomaly 
can be explained by a substantial increase 
in the work participation rate of women in 
these cities (FW/FP), as well as an increase 
in the sex ratio of the population (FP/TP). 

Nonetheless, there does not aptrear to be 
any appreciable struaural change in the 
overall employment structure of the female 
workforce in the cities. Whatever change one 
can detect, appears to be less pronounced 
than that for male workers. However one 
feature of female employment in the con¬ 
struction sector that comes up consistently 
from faaor analytic exercises on the data, 
is its positive alignment with female employ¬ 
ment in MOTH. This is so for the structure 
of female employment in both the census 
years separately, as well as for changes over 
the inter-censal decade. This alignment can 
be observed from individual city data, 
especially for cities undergoing rapid in¬ 
creases in the female employment in the con¬ 
struction sector. Once again, this is a feature 
peculiar to the female labour market. For 
male workers, employment in construction 
is negatively aligned to employment in non¬ 
household manufacturing. 

Another significant feature of the con¬ 
struction labour market as observed from 
our sample is the high variability of the 
female intensity of the construction work¬ 
force (FCW/TCW) both across cities and 
over time. Our analysis shows that a signi- 


finni 

empkjymm of fomide workm in thtetwet^ 
in a laige majority of the cities can be 
accounted for by changes in the nude-female 
ratio within the construction ^rkfoice 
rather than changes in the overal) impor¬ 
tance of the construction s^tor as such. This 
phenomenon lends credence to thi hypo¬ 
thesis that while construction worken as a 
whole are known to be an exploited category 
of workers, women within this category are 
subjected to a more intense form of job 
insecurity, absorbing as th^ do, the major 
brunt of fluctuations in labour demand. 
Although the census data base is quite 
inadequate for analysing such issues in 
greater depth, there is reason to believe that 
this couid very well be so given the virtual 
non-existence of skilled or semi-skilled 
workers among female workers in the latter 
phases of construction activities is only to 
be expected. It is quite likely that in a macro 
sense women as a whole operate in the 
capacity of a reserve army within the con¬ 
struction workforce, being drawn upon in 
situations of excess demand and retrenched 
as demand slackens off. This last-in- first- 
out kind of a situation would indeed 
generate a high degree of variability in the 
female intensity of the construction 
workforce. We believe that this is what we 
are observing in our sample of cities. This 
is an area which could bear more in depth 
investigation with the help of survey data. 
fThis is a revisetl version of a section of the 
report on ‘Women Construction Workers in 
India’ submitted to the National Commission 
on Self-Employed Women by Swapna Mukho- 
padhyay. Support from the chairperson of the 
Commission, Ela Bhatt, is gratefully acknow¬ 
ledged. Thanks are also due to Satyendra 
Kumar and Pradyot Samanio for competent 
research assistance. Many of the tables 
generated for this study are not being re¬ 
produced here for want of space. These can be 
obtained from the authors on request.] 
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Correction 

IVto typographical errors crept into 
'Khomeini’s Fatwa* by P A Sebastian 
(March 4): 

P 4S0, col 2, lina 9/10 from bottom: read 
‘holy crusades’ for ‘holy comrades! 

P 450, col 3, line S from top: read ‘poetical 
freedom’ for *praAici& freedom*. 

The errors are r^retted. Ed. 
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The Intelligentsia as a Ruling Class 

Some Questions 

Ramaiiwuiiy R Iyer 


I 

ONE began reading Ashok Rudra’s article 
on ‘The Emeigence of the Intelligentsia as 
a Ruling Clau* (January 21) with a sense of 
odtement, and an apectation that it would 
be a significant contribution to understand¬ 
ing. Very soon, one found one's assent falter¬ 
ing; doubts grew and sharpened into dis¬ 
agreements; and on a second reading, one 
realised with some disappointment that the 
initial impression of profundity was illusory 
That is strong criticism which needs justi¬ 
fication; the present article is an attempt to 
set forth my differences with Rudra. 

I should like to state at the outset that my 
comments and criticisms originate from no 
ideological point of view, either Marxist or 
non-Marxist, but merely from an attempt to 
examine the article for conceptual clarity 
and logical cogency; I am unable to accept 
the view that thinking without an ideologit^ 
framework is either impossible or pointless, 
bi.embarking on this enterprise I am un¬ 
comfortably aware of the formidable ghost 
of Mux looming over Rudra’s pages. I pro¬ 
pose to pass that saturnine figure with a 
respectful salutation and proceed to deal 
with Rudra's argument, examining not only 
his new formulations but also his use of cer¬ 
tain concepts and ideas which are by now 
generally accepted. 

Before proceeding to my questions, let me 
try to capture the different elements in 
Rudra’s paper in a non-doctrinal statement, 
without vehemence and without theoretical 
formalisation. In our society the big in¬ 
dustrial capitalists and (he big landowners 
exereuw undue influence over the policies of 
the state ahd the maimer of their operation, 
and are aUe to deflect these to a considerable 
extent to serve their own inteicsts; in this they 
are assisted by elements in the bureaucracy; 
the kind of development which has takm 
place has led to the creation or expansion 
of numerous professions and occupations 
such as the bureaucracy, the legal, accoun- 
tiiig, maj^einrat and other similar profes- 
libns, anifierivces catering to the needs of 
these and the other urban and rural rich; 
some of these command much greater in¬ 
comes than they deserve; and some can be 
said to be not genuinely productive at all but 
pamritkal in the sense of deriving an income 
ftom activities of no signifleant social valur, 
these groups are growing in numbers and in 
prosperity and ts^ to align themselves With 
Uie rkh industrial capitalisu and the rich 
landoamen. That sutement needs detailed 
oandnation, but teems likely to be broadly 
aoocpmble to many. Rudra maK of course; 


say that he does not recognise his Iqrpothesis 
in that unrigorous formulation; however, it 
seems to me that there is some common 
ground between the twa lb this extent 1 have 
no difficulty with his article. In fact, in its 
non-doctrinal form the proposition does not 
seem a surtling new discovery. What gives 
Rudra’s article the appearance of an original 
contribution is its doctrinal underpinning 
and theoretical superstructure. But it is 
precisely these that I find difficulties in 
accepting; and I shall now proceed to deal 
with these 

n 

Rudra defines ‘class’ in terms of ‘con¬ 
tradictions’; and he defines ‘contradiction’ 
as conflicts of economic interesu that are 
structural in origin and not transient and 
conjunctural but durable under varying cir¬ 
cumstances and, thoefore, with historical 
dimensions. ‘Contradiction’ is a logical term; 
two propositions are said to be mutually 
contradictory if the truth of one entails the 
falsity of the other and vice versa. It is easy 
enou^ to understand conflicts of economic 
interests, and some of these may indeed be 
very deep and longstanding, or ’structural’, 
to use that fashionable word; but what is 
gained by calling a conflict a ‘contradiction’? 
is this merely a case of wrong usage? If so, 
the point is pedantic and not worth making. 
However, it goes deeper than that. While a 
conflict can be resolv^, a contradiction can¬ 
not. The implication is one of permanent ir¬ 
reconcilability; this is reinforced by the words 
‘durable’, ‘stnutural’, and ‘historical dimen¬ 
sions’. lb say that the interests of two classes 
will remain in permanent mutual conflict is 
to discourage any attempt at harmonisation 
and to advocate an accentuation of the con¬ 
flict, i c; a revolution. This miv or may not 
be desiiidsle; my pdnt is merdy that this is 
not a definition, but a declaration of bdief 
and a prescription for action. 

Rudra defines ‘ruling dass’ not by the act 
of ruling but by the fact that the poises pur¬ 
sued by rite state objectively ami in the long 
run serve to further the intoests of that class 
at the cost of other non-ruling classes. 
Betdlle has suggested that we should refer 
to ‘dominance rather than ‘raid. Berhaps we 
could use other apressions such as ‘power’ 
or ‘influence’ but the point that is sought 
to be made is clear enough. It is valid but 
is an over-simplification of compla rdadon- 
ships. QNe shall revert to this later.) But what 
exactly do the expressions ’objectively’, and 
'in the long run’ mean? It seems to me that 
in the use of the word ktbjectivdy’, emphasis 
istddngthejdaoeofaigument. Itisacon- 


venient device;ji^hing can always be saM 
to be objectively other than what it is. 
Similarly, anything which conflicts with our 
theory can be dismissed as a short-term 
phenomenon; it can be argued that the 
theory will be found to be right in the tong 
run. If the non-conforming feature persists 
even in the long ran, it can be said to be ob¬ 
jectively something d.se. This is not a novel 
criticism, and I make it here only because 
of the unquestioning use of these expressions 
by Rudra. The comment which he quotes, 
that “the notion seems to provide a spurious 
objectivity to essentially ideological evalua¬ 
tions”, seems to me a valid observation, 
though he shrugs it away. 

Ill 

Rudra's concqit of ‘intelligentsia’ indudes 
a very large and varied number of groups. 
In this use ‘intelligentsia’ does not mean 
‘intellectuals’; not does Rudra use the word 
merely to refer to the upper levels in the 
bureaucracy. What then is common to ail 
these groups and why should they be 
brought under a common rubric? 

Rudra himself recognises that there are 
immense differences in economic status, 
property-owning and the exercise of power 
within what he calls the intelligentsia. When 
then is the commonality? 

Can we say that the classification roughly 
corresponds to the distinction between 
manual and non-manual or mental workers? 
While such a distinction is not without 
substance, there are complexities which need 
to be recognised. Is a nurse or a suigeon 
entirely a non-manual worker? Do not 
engineers or architects even at high levels do 
some degree of designing themsdves? fo 
what sense can we say that a car-driver it 
a manual worker but an airline pilot is not? 
It could be argued that the surgeon, engineer 
and the airline pilot bring considerable pro* 
fessional knowledge and skill to their work 
and that the component of manual apidica* 
tion is relatively s«xmdary; but this could 
be said also of the higher level of skilled 
workers in industry. Indeed, Rudra brings 
skilled industrial workers within his category 
of the intelligentsia. But skilled workers 
form a considerable proportion of the in¬ 
dustrial workforce, and it would be a strange 
classification which would treat them not as 
‘vrorkers’ but as members of the ‘intd- 
ligentsia’. (And, to anticipate a point 1 shril 
deal with later, are they then sharers rather 
than producers of surplus? In other words, 
is the absence of skill a necessary condition 
for being classified as ‘productive’?) Ute 
rough-and-ready classification of ‘manual’ 
and ‘mental’ workers tends to become a Pro* 
crustean’ bed: we seem to be obliged to 
ignore the components of knowledge and 
skill in some cases and the manual element 
in others. 
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Ottittilfing tlie 'manuliiV'meRikt* 
ciusification «t uniatisfactory, let tu return 
to the question posed earlier, namely, what 
i( common to the very wide range of groups 
brought together by Rudra as one class? The 
only common feature seems to be that the 
members of this class derive i heir sustenance 
by taking a share in the surplus created by 
the productive members of the society and 
extracted by the capitalists and the proper¬ 
tied classes. There are enormous diffimlties 
here. Rudra himself partly admits this with 
refeience to an observation of Sukhamoy 
Chakravurts which he cites in one of his 
notes; but lie dues not seem to appreciate 
how damaging the admission is. Biteille too 
fails to follow the point to a logical conclu 
Sion. I feel, therefore, justified in going into 
'this question at some length. 

Let us Marl with the proposition which all 
of us tend to take for granted' that ‘labour’ 
is the agent of production and that it uses 
the ‘mean.s of production' to produce a pro¬ 
duct or a commodity. Without going into 
the position that prevailed in pre^industrial 
society (and it was probably much more 
complicated than one imagines), let us con¬ 
sider contemporary facts. Clearly labour 
cannot produce anything without techno¬ 
logy, machinery, materials and organisation. 
Indeed, we recognise this in .such concepts 
as ‘machine productivity’, ‘factor producti¬ 
vity* and so on. But can we say that never¬ 
theless labour remains the primary agent of 
production? Probably yes, so long as a large 
labour force is needed to operate the 
machinery, and production is likely to come 
to a halt if even a part of the labour force 
stays away from work. However, the balance 
between man and machinery has changed 
radically over the years. With increases in 
the value of production and a decline in the 
number of workers we can continue to say 
for quite some time that the value of out¬ 
put per individual is increasing, but a stage 
is finally reached when the value of produc¬ 
tion is so great and the workforce (if any) 
so small that it becomes doubtful whether 
It makes sense any longer to speak of ‘labour 
productivity*. In a large modern plant where 
an immense volume of productiou flows out 
of machinery and equipment with a very 
small nupber of workers, we can say either 
Ruu labour uses the means of production to 
produce products, or that the plant and 
equipment produce producu with some 
anistance and supervirion by human beings. 

This becomes even more striking when we 
consider the latest advances in technology; 
with automation, computerisation, the elec¬ 
tronic revolution and the advent of robotics, 
not merely the size but even the nature of 
the workforce has undergone a change Cer¬ 
tainly production has to be planned and con- 
trolM, computers built and programmed, 
robou supervised, the (Rant and equipment 
maintained and faults attended to; but the 
vay small number of hi|d>iy qualified pto- 
fesrionals and skilled technicians who do 


[ rioriwn in oU time. Tbajt'hM itt be 
clanifkd ai imelllientltia in Rudnft ta< 
minology. Indeed, at the frontiers of 
technological devdopment the very notion 
of an industrial workforce is bwoming 
obsolescent. 

It is of course true that not all industrial 
production is marked by extremely advanc¬ 
ed technology even in the most (techno¬ 
logically) developed countries; there are 
numerous industries in which a large labour 
force plays an important role. I have 
deliberately pushed the argument to an ex¬ 
treme in o^er to highlight certain develop¬ 
ments. If a divergence between reality and 
the conceptual framework through which we 
understand it becomes very marked at the 
extreme, it must have begun much earlier, 
and has probably reached an intermediate 
position by now. 

I am not writing an apologetics for 
technological change. I have profound 
misgivings about the kind of ardent ad¬ 
vocacy of technological change and the need 
for human adaptation to it which is ex¬ 
emplified in a book like Alvin Toffler’s 
Future Shock. If these changes tend to 
reduce the importance of manual labour and 
to require human brings to adjust themselves 
to machines rather than the other way 
round, this is no doubt unfortunate; but this 
is the inevitable outcome of the kind of in¬ 
dustrial and technological development 
which western civilisation (and following it 
the rest of the world) has embarked upon. 
There is no difference in this respect between 
capitalist and socialist societies. 

V 

However, let us return from that rash 
digression to the main argument. If even in 


6f'iict*ftriogkid In 

areas and diffeifiu ecomimie ikiivlties, we 
certainly are far behind end wedohavebuie 
labour forces in our induatrim. But even here 
can we say that workers produce the surplus 
which others then appropriate? Brieilk 
points out that an architect cannot be said 
to be less productive than a mason. He does 
not mention managers, but can workers |no- 
duce without organisation, and can there be 
organisation without managos? When an 
enterprise turns sick it is not a new labour 
force but a new management which is in¬ 
ducted; and the new management sometimes 
succeeds in ‘turning around* the enterprise. 
We can hardly deny the appellation ‘produc¬ 
tive’ to such an activity. (It is because of the 
complexity of planning, co-ordination, 
direction and supervision in vast organisa¬ 
tions in modern industrial society, that 
management science has come into bring 
and expanded, it may be an offsimng of in¬ 
dustrial capitalism and one may have reser¬ 
vations on some of its parts and aspects; but 
it has its uses even in socialistic societies, and 
cannot be dismissed out of hand.) 

Similarly, without accountants mainuun- 
ing books of accounts and clerks preparing 
invoices, making entries in ledgers and sen¬ 
ding out bills, how long can production con¬ 
tinue? If the manager, accountant and derk 
preform useful functions and are needed in 
socialistic societies also, clearly they are 
making a contribution'to the productive pro¬ 
cess and are entitled by right to a share in 
the output. That is why their contribution, 
measur^ (perhaps wrongly) in a rough-«nd- 
leady method by their salaries, figures in the 
national income accounts. Similar things can 
be said about that much-maiigned category, 
the bureaucracy. Even Rudra admits that 
what he calls the inteUigentsia performs 
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' it rnnmim, iweti antf 
piofesion (and cAnomiits and other locial 
scientUu) and aicribes it to unskilled in> 
dustrial workers, lift operators and 
messengers? Lastly, there are entire in- 
dustria and econtunjc activities whidi cater 
to the needs of the affluent and the elite: luX' 
ury cars, luxury hotels and restturants, con¬ 
sumer elearonics, sophisticated cosmetics, 
designer clothes and so on.. Can we 
distinguish between ‘productive’ worlwrs and 
parasitical managers or accountants or 
clerks in these industries and activities, or 
should we classify even workers in such cases 
as parasitical? 


It may seem that 1 am labouring the ob¬ 
vious at great length, but is it in fact ob¬ 
vious? If it were, how could Rudra have fail¬ 
ed to see that a mere reference to the dif¬ 
ficulty in the notes will not do, and that a 
minor reformulation will not take cate of the 
objection? And how could some of these 
ideas, whatever their historical origins, have 
held sway over intelligent minds for such a 
long period? 

I « 

Let me not be misunderstood. 1 am not 
denying the existence of exploitation in past 
an^ present societies as an observed con¬ 
tingent fact, but merely questioning a 
philosophical doctrine of surplus extraction 
as something akin to a natural law. Further, 
exploitation can be of many kinds: of 
landless labour by rich landowners: of un¬ 
touchables and the ‘lower* castes in general 
by the ‘higher’ castes; of contract labour 
(particularly in tribal areas and especially 
women) by contractors in large construction 
and industrial projects; of ‘bonded labour’ 
by their ‘owners'; of school teachers by the 
managements of private schools; and so on. 

Of all these diverse forms of exploitation, 
it is in fact that of industrial workers in the 
oiganised .sector that has proved most 
amenable to corrective action. Indeed, it can 
be said that the workers in the organised sec¬ 
tor in this country are a privileged class of 
workers, and enjoy levels of remuneration, 
amenities and benefits, which are in¬ 
conceivable to the workers in the unorganis¬ 
ed sector or the self-employed, and are 
perhaps 'better off than lower-level 
managers; and we must remember the (by 
now familiar) point that in the advanced 
capitalist countries the managements of 
large industrial corporations are not in¬ 
terested in denying wage increases, per¬ 
quisites and benefits of all kinds to workers, 
if they can recover these through higher 
prices and profits. In a sense, therefore, 
workers in the organised sector can be said 
to have joined the ranks of the et^oiters and 
to be participating in the extraction of 
surplus from those in the unorganised sec¬ 
tor, Mie self-employed, the lower-level 
managers and the consumers. These com- 


Certainly some prol^oni iiid odchpa- 
tioAs sCTve little useful social purpose (for 
instance, tax consultancy, particularly for 
‘tax planning’ purposes, advertisement firms 
and much of cosmetic surgery); some (not 
ail, as Rudra would have it) commaiul levels 
of remuneration far beyond what would be 
justifled by their contribution of society (top 
managers in industry), top-bracket profes¬ 
sionals, film stars, and so on); some do lit¬ 
tle or no work so that their salaries are no 
more than a dole or unemployment benefit 
(for instance, in vast proliferating 
bureaucracies which employ far larger 
numbers than are needed); and some pro¬ 
fessionals tend to spawn more and more 
purely internal functions and ever newer 
specialisations, created by the complexities 
of the system itself, without reference to ex¬ 
ternal realities or needs. In this sense, we can 
therefore say that some parts of these groups 
and professions are unproductive and 
parasitical; but we cannot .say that the entire 
aggregation of these groups brought 
together as a class, or even all the members 
of particular groups, live off the surplus 
created by others. 


This creates a serious difficulty. Once we 
grant that some non-manual workers are 
productive and some indeed are even ex¬ 
ploited and that some members of the 
workforce can themselves be exploiters, the 
whole ‘surplus extraction’ theory loses much 
of its philosophical force and becomes mere¬ 
ly a matter of factual verification and 
remedial action. Remedial action is of course 
difficult and painful and will be stoutly 
resisted. But exploitation in this sense is not 
a matter of irreconcilable ‘contradictions’; 
and since ‘contradiction’ is the basis on 
which Rudra deflnes Class’, the whole deflni- 
tion and the theory built on it falls to the 
ground. 

We must also note here an inconsistency 
in Rudra’s argument. First he admits great 
disparities within what he calls the int^gen- 
tisa; then he says that his definition of class 
does not depend on property ownership or 
power but only on surplus extraction; but 
having done so, he proceeds to depart from 
his own narrow deflnition to find social 
homogeneity, common life-styles or aspira¬ 
tions. common culture and common values 
within this group. What is the basis for these 
impressionistic generalisations? They need 
far more elaborate and rigorous justifleation 
than Rudra provides. Meanwhile we can only 
meet impressions with impressions. Let me 
give mine; for whatever they are worth. 

(t) Even assuming that (as he says) every: 
lower division clerk has a relative in a 
high position and that every senior 
bureaucrat in government has some 
relatives belt^ing to the clerical class, 
to what extdit do they belong to the 


/ ncUaqite^tlM senior buitauctau? 
it it more like^ tIuM they are patronis¬ 
ed and treated as *poor relatives’, i e, as 
socially inferior. 

(ii) He refers to common life-styles; but 
becoimts a bit doubtful and amends this 
to “at least common aspirations". What 
are the common aspirations between, 
say, the son of a judge or a .secretary 
to government or a top commercial ex¬ 
ecutive and the son of a clerk or ac¬ 
countant or practising priest? The la); 
ter perhaps aspires to a modest paid job 
or profession, a small flat or tenement 
and perhaps a ‘mo|xd’ or scooter, 
whereas the aspirations of the former 
are probably quite different: a luxurious 
life-style including houses, aircondition¬ 
ing, advanced domestic electrical and 
electronic gadgetry, TV, VCR and stereo 
systems, landed property, holidays, 
foreign trips, membership of clubs and 
so on; in other words, a life-style like 
his or her parents’ or a better one still. 
Certainly, the son or daughter of a 
tower division clerk or the village priest 
can be deliberately educated for a dif¬ 
ferent and better-paid profession and 
may become a manager or scientist or 
doctor or civil servant; but so can the 
.son or daughter of an industrial worker 
or a domestic servant. Such instances 
may illustrate an upward mobility bet¬ 
ween classes, and not necessarily "com¬ 
mon aspirations' within a class. 

(iii) As regards the mix of tradition and 
modernity, Indian and western modes 
of thought and behaviour, the icientifle 
and the superstitious, etc, that Rudra 
ascribes to this class, this can be said 
of most of Indian life and not merely 
of the middle classes or what Rudra 
calls the intelligentsia. It is to be found 
in both urban and rural areas; in the 
rich and the poor; in top executives and 
the lower echelons; in industrial worken 
and agricultural labour; in the scientist 
and the priest. The mix might vary from 
place to place, class to class and group 
to group, but It is ubiquitous. Tradi¬ 
tional customs and modes of thought 
and behaviour tend to persist in spite 
of a ‘modern’ education and superficial, 
‘westernisation’; this is true even of 
those who have lived abroad for many 
years. (Perhaps even the lives of Euro¬ 
peans and Americans will on close 
examination exhibit similar combina¬ 
tions and incongruities.) On the other 
hand, the spread of communications in- 
eviubly introduces ‘modern’ notions 
and wm of thought and behaviour to 
rural areas, even remote ones. Nor is 
this a matter for amusement or irony. 

This is the weakest part of Rudra’s paper. 
His distinction between the ‘babu class’ and 
the ‘non-babu class’ is totally unconvincing. 
This is woolly thinking and-sloppy writing; 

I the economist has become a journalist. 
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^;'4 !jElQU|>.i:^iil»«^^ ^"'fiii»ruin 'tdcid- 
cuUoralcommonalltie«.and hQmogtneities 
ivhkh set it apart from othar classes, then 
the inteUigentsia (as defined by Rudra) is not 
t class; tlvdiB is merely willing himself to 
believe that It'is. On the other hand, if the 
' iOt^bfCiKl^i is a class only in the limited 
sense stated in his fonnal definition, then 
the entire thesis stands ot falls by the cor¬ 
rectness of his assertion that it derives its liv¬ 
ing by sharing in the surplus extracted trom 
others; and this (as I have argued) cannot 
be maintained. We must therefore deny his 
claim to have demonstrated the intelligent¬ 
sia to be a class in teims of minimum intra- 
class contradictions and maximum inter¬ 
class contradictions. 

VllI 

Finally, a comment on the analogy of the 
role of a chaufteur which is used to illustrate 
the relationship between the intelligentsia 
and the ruling classes. Rardhan has pointed 
out that this is inappropriate but it seems 
useful to go into this a little further, in the 
first place, it would seem—though this is not 
made clear—that the eefercnce in this con¬ 
text is to the bureaucracy and not to the in¬ 
telligentsia in the wider sense. Secondly, the 
systems and instruments of state interven¬ 
tion that we have in this country at least in 
intention go contrary to the interests of the 
entrepreneur, the capitalist and the land- 
owner in some cases. When t he government 
'denies an industrial licence for any one of 
a number of policy considerations, 01 im¬ 
poses a levy or a pi ice or distributibn con¬ 
trol on a commodity, it is doubtlul whether 
the entrepreneurs or capitalists or lan¬ 
downers think of the bureaucracy as being 
their tool. The respon.se on the part of the 
capitalist and the rich landowner to the 
policies of the state may be one of atic*mpis 
to find ways and means of beating the 
system and deflecting it to private purpose, 
but this is not always easy. The relationship 
between the bureaucracy and what Rudra 
calls the ruling clas-ses is a' complex one, and 
to describe it as a relationship of chauffeur 
and owner is a gross oversimplification. (It 
is. of course, possible to dismiss all instances 
of enforced or voluntary compliance with 
the system on the part of the ruling classes 
as ‘short-term* or illusory and not illustrative 
of the ohiecuve and long-term realities!) 
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NOTICE 


It is hereby notified for the information of the Public that Essar Gujarat Limited 
proposes to make an application to the Central Government m the Depart¬ 
ment of Company Affairs, New Delhi, under sub-section (2) of Section 22 
of the Atonopolies and Restrictive Trade Practices Act, 1969, for approval to 
the establishment of a new undertaking/unit/ division. Brief particulars of 
the proposal are as under; 


1. Name and address of the applicant; 
ESSAR GUJARAT LIMITED, 13th Floor, 
Maker Chambers IV, Nariman Point, 
Bombay 400 021. 2. Capital structure 
of the applicant (as at 31.12.88); 
Authorised Capital (Rs in lacs); 
9,00,00,000 Equity Shares of Rs. 10/- 
each; 9,000.00, 50,00011% Preference 
Shares of Rs. 100/- each; 50.00, 
10,00,000 14% Redeemable Cumula¬ 
tive Preference Shares of Rs. 100/- each; 
1,000.00, total; 10,050.00; Subscribed 
and Paid-up Capital; 1,61,58,607 equity 
shares of Rs, lOZ-each; 1,615.86, LESS; 
Calls in arrears: 174.68, total; 1,441.18; 
140 Preference Shares of Rs. 100/- each; 
014, total: 1,441.32. 3. Management 
structure of the applicant organisation 
indicating the names of the Directors 
including AAanaging or wholetime 
Directors, if any; The Company is 
managed by the Managing Director, 
subject to the control, direction and 
supervision of the Board of Dirertors 
of the Company. The names of the 
Directors of the Company are as 
follows; 1) Shri. Ravi Ruia-(Managing 
Director), 2) Shri. Shashi Ruib, 3) Shri. 
I.C. Jain, 4) Shri. D.D. Udeshi, 5) Shri 

S. Shriya, 6) Shri. K.R. Ramamani, 7) Shri. 
Prashant S. Ruia, 8) Shri. Lalita D. Gupte 
(Nominee—ICICI), 9) Shri. S.K. Shelat 


(Nominee-GIIC). 4. Indicate whether 
the proposal relates to the establish¬ 
ment of a new undertaking or a new 
unit/division: VES. New Division. 

5. Location of the new undertaking/ 
unit/division; Dist; Surat, State; Gujarat, 

6. Capital Structure of the proposed 
undertaking; Not applicable-it is a 
new division of the existing company. 

7. In case the proposal relates to the 
production, storage, supply, distribu¬ 
tion, marketing or control of any 
goods/aiticles, indicate: (i) Name of 
goods/articles: Flat Steel Products-Hot 
Rolled Sheets/CoilS; (ii) Proposed 
licensed capacity; 8,00,000 tons/year; 
(iii) Estimated annual turnover; Rs 587 
crores. 8. In case the proposal relates 
to the provision of any service, state 
the volume of activity in terms of usual 
measures such as value, income, turn¬ 
over, etc: Not applicable. 9. Cost of 
the project: Rs 1267 crores. 10. Scheme 
of finance, indicating the amounts to 
be raised from each source; Equity in¬ 
cluding internal accruals public issue 
and convertible debentures: Rs 332 
crores; BORROWIbKSS; Non-Convertible 
Debentures, Financial Institu- 
tions/banks/Deferred Credit/Euro Cur¬ 
rency borrowings/ Debentures; Rs 935 
crores; total; Rs 1267 crores. 


I\ 

If what I have said in this article is even 
partially valid then it amounts to a fun¬ 
damental questioning of Rudra’s argument. 
He modestly calls his thesis a hypothesis; 
and Bdteille says that it opens up areas for 
empirical research. However, if an examina¬ 
tion of the logical tenabiliiy ol the 
hypothesis results in the hypothesis 
diainicgrating in our hands, then there is no 
basis for empirical research; the hypothesis 
must be abandoned and the difficult effort 
at understanding begun afresh 


Any person interested in the matter may make a representation in 
quadruplicate to the Secretary, Department of Company Affairs, Government 
of India, Shastn Bhavan, New Delhi within 14 days of publication of this notice, 
intimating his views on the proposal and indicating the nature of his interest 
therein. 


for ESSAR GUJARAT LIMITED 

KM. VENKATESWARAN 
Dated this 3rd March, 1989 COMRANV SECRETARV 
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Women: Ekicksiiding in ^uth Asia? 

As a result of campaigns by women’s movements incidenu of violence 
against women have bwn highlighted and governments in South Asia 
have passed some preventive laws, but th«e has been in recent years a 
shift away from even the liberal rhetoric of equal rights for women and 
laws have been enacted in these countries to withdraw legal and political 
rights which women had already won. These developments are linked 
with the broader processes of political and economic change which have 
laid the basis for the growth of fundamentalist religious groups as 
well as for governments’ support to these tendencies. 567 

Exchange Rates and Trade 

With the advent of floating exchange rates at the end of the Bretton 
Woods era in the early 1970s changes in countries’ nominal exchange 
rates moved from being relatively infrequent and large to being 
continuous and small. What have been the effects of exchange rate 
variability on international trade flows? How are these effects to 
be measured? 579 


Too Little, Too Late? 

The 1989-^90 budget may be said 
to mark a slowing down, though 
certainly not a reversal, of the 
fiscal imprudence and economic 
mismanagement of the last four 
years. However, the economic and 
political forces which stand in the 
way of even this limited effort 
may yet prevail. 546 


MGR's Legacy 

The new Dimil Nadu assembly has, 
for the first time, representatives 
of three communist parties as also 
one of the largest number of. 
communist MLAs since 1952. What 
are the developments which 
have led to this outcome? 549 

In the January election to the 
Tkmil Nadu assembly Jayalalitha 
managed to legitimise herself a.s the 
true heir to MGR, while Janaki 
failed, because Jayalalitha and the 
AIADMK(JL) consistently used 
certain cultural presuppositions 
of patriarchy elaborated and 
reified by MGR. 551 


Soviet Agriculture 

Agriculture has always been that 
drop of water that has provided a 
clue to the chemical composition 
of the Soviet sea. The stunning 
changes currently under way in 
Soviet agriculture are clearing the 
highways that lead to the vigorous 
re-emergence of an authentic 
Soviet democracy. 555 


An Indian Design 

India has finally arrived; at long 
last, what a relief, it is the year of 
the designer. The influence of the 
designer, one is told with 
authority, permeates every—yes, 
evqry—sphere of Indian life. It is 
such a cosy world of unending 
indulgence, as if those 
advertisements in the New Yorker 
magarine have suddenly come 
to life, eleven thousand miles 
away, along Indian shores. 541 


Tendu Leaf Politics 

Important political factors underlie 
the Madhya Pradesh government’s 
policy of doing away with 
contractors for collection of tendu 
(biri) leaf and allotting the rights 
to co-operatives of tribals. While 
the tribals and other forest- 
dwellers have come to constitute 
an obvious base, actual or 
potential, for the communist 
revolutionaries, the forest 
contractors in MP have been a 
base for the BJP. By its tendu 
leaf policy the Congressfi) is 
trying to both weaken the BJP 
and forestall the spread of 
the Naxalites. 548 


Wages of Appeasement 

The case of Bengal l.amps, which 
issued a notice of suspension of 
work in January, highlights once 
again the futility of a policy of 
appeasement of employers.and the 
nc^ for the CITU and other left 
trade unions and the ruling Left 
Front to devise ways and means 
for unitedly lighting the 
emplpyers’ offensive in West 
Bengal. 552 


Away from Grand 
Theory 

The demise of the dependency 
paradigm has heralded a major 
theoretical shift from grand theory 
to rigorous enquiry into the 
historical specificity of post¬ 
colonial social formations and the 
working out of class 
contradictions therein. 561 


A Milestone 

A new milestone in the repression 
of people's movements in this 
country has been created with the 
use of the Official Secrets Act to 
prevent the victims of the Saidar 
Sarovar Project from voicing 
their grievances. 553 










itTER TO EDITOR 

Review Bhopal 
Settlement 

WE arc acutely distressed by the settlement 
which has been made by the government of 
India and Union Carbide Corporation. One 
and a half years ago, some of us appealed 
to the prime minister to see that no out of 
tourt settlement was made, because it would 
involve a dereliction of the duty of govern¬ 
ment to secure justice for the victims. In 
many ways, the in court .settlement which 
was announced on February 14 is even 
worse than an out of court settlement, 
because it legitimises what is in effect an 
arbitrary act. 

In stating that the pitifully low sum to be 
paid by Union Carbide does not represent 
fines or punitive damages, the Supreme 
Court makes it appear a purely ex gratia 
payment, voluntarily made by the corpora¬ 
tion. By thus absolving the corporation of 
its legal liability for the world’s biggest 
industrial disaster, the Supreme Court has 
burked the issue of corporate responsibility 
for industrial or technical negligence, and 
has ignored the victims’ own oft-repeated 
wishes that criminal liability be established 
against the corporation. 

The grounds which have been cited by t>e 
court and by representatives of the govern¬ 
ment in favour of this hasty settlement, are 
that the victims have languished without aid 
for over four years, and are in need of im¬ 
mediate succour. We cannot help but ask 
why the victims have been left to suffer 
without aid for so many years. If they were 
so distressed as to be unable to sustain litiga¬ 
tion, why did not the government come to 
their aid instead of remaining a bystander? 
From the beginning gas victims’ organisa¬ 
tions and concerned citizens have urged the 
government to provide substantive material 
and medical aid in Bhopal. By limiting pro¬ 
grammes of relief and curtailing employ¬ 
ment schemes, and making relief contingent 
on the case against Carbide, the government 
has contributed to the state of desperation 
which it now cites in defence of its other¬ 
wise indefensible action. 

lo have compromised the case on the 
ground that the victims are too poor to sus¬ 
tain litigation amounts to inflicting a double 
injustice on them. The government’s own 
argument till now has been that it was only 
through the trial proceedings that Carbide 
could be forced to relea.se the information 
it had on the effects of MIC exposure. Such 
information was essential for identification 
of the population ai ri.sk, the appropriate 
methods of treatment, and the duration and 
cost of remedial and supportive measures. 
This .settlement deni« the victims the right 
even to informed and appropriate medical 
treatment. 
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More than three years ago. the ^vem- 
ment correctly rejected similar offers of a 
settlement on the ground that the determina¬ 
tion of what constitutes adequate reparation 
for the enormous health and environmen¬ 
tal damages could only be based on the 
substantive evidence that a trial alone could 
furnish. Nothing that has happened since 
can justify a departure from that reasoning, 
and we cannot understand on what basis 
they have decided on the sum of S 470 
million as a full and final settlement of all 
claims against Union Carbide. 

It is still not too late for the government 
to resume the responsibility of ‘parens 
patria’, which they assumed in passing the 
Bhopal Gas Leak Disaster (Processing of 
Claims) Act of 1965, which this settlement 
so shamefully reneges on. We urge the 
govNnment to reconsider its decision, and 
file for a review of the order. The embar¬ 
rassment this may cause is trifling in com¬ 
parison with the needs of the gas victims and 
their plea for justice. 

Through a review, the government could 
resume its arguments for immediate interim 
relief, and re-open the issue of Carbide’s 
legal liability, both civil and criminal, for 
the disaster. Pending such a review, the 
government should immediately disburse 
appropriate sums for the medical and 
material care of the gas victims: this in fact 
should be an important item in the budget 
being discussed in parliament. In order to 
ensure that relief will in effect reach the vic¬ 
tims and not be disbursed in political and 
civil activities, the government should ap¬ 
point a national committee of persons with 
a reputation for integrity and social work, 
who can clear plans for the use of funds in 
relief and rehabilitation schemes. 

Such steps on the part of the government, 
if immediately taken, will go some way 
towards redressing the grave consequences 
of the settlement orders as they at present 
stand. This settlement not only symbolises 
the failure of our government in its respon¬ 
sibility of securing aid and justice for the 
Bhopal gas victims, it also symbolises 
India’s failure to establish norms for in¬ 
dustrial and multinational practice in this 
country. A just resolution of the case against 
Carbide would have been of use to all the 
countries of the third world in their attempts 
to curb multinational malpractice. If this 
settlement is allowed to stand, India will 
have put paid not only to the rights of peo¬ 
ple in this country, but also to the hopes of 
the third world. 

The signatories to this statement would 
not, in any way, wish to politicise an im¬ 
mense tra^y. We are deeply moved by the 
continued suffering of lakhs of survivors of 
the Bhopal gas disaster. We threrefore ap¬ 
peal to every dtizen of the Republic of India 
to contribute something towards the mitiga¬ 


tion of their suffering. We believe that con¬ 
science and compassitm are not dead in our 
country. There are approximately four to 
five million dtiaens of tlda country who pay 
tax. If a national committee consisting of 
eminent dtizens is formed as we have sug¬ 
gested in this statement, that committee 
could appeal to taxpayers to donate a sum 
of Rs l(X) per year for five years towards 
not only medical aid and care for the vic¬ 
tims of MIC, but to carry out long-term 
medical research on the effects of the 
poisonous gds as well as the way to deal with 
the variety of illnesses flowing from it. We 
would not limit ourselves to collecting dona¬ 
tions from the affluent sections of our socie¬ 
ty, but also from organised trade unions, 
industry, and commercial establishments,! 
from the smallest panwalla to the largest 
company. It is our hope that the money so 
collected, which could well be as much as 
the amount received from Union Carbide, 
might sustain us all, including the govern¬ 
ment, in dur plea for reviewing the judg¬ 
ment of the Supreme Court. 

P N Haksar, Tara Ali Baig, Romila 
Thapar, S Copal, Rajinder Sachar, 
Nikhil Chakravartty, G S Bhalla, 
Dharma Kumar, O Banerji and Tarun 
Ghosh 
New Delhi 


SUBSCRIPTION RATES 
Inland 


(including Bangladesh and Nepal) 


institutions 

One year 

Rs39S 


Two years 

Rs695 


Three years 

Rs9SS 

IndividuAls 

Six months 

Rs 140 


One Ifear 

RsSSO 


Two years 

RS475 


Three years 

RsTOO 

Conecsslonal Rates 

One year 

Teachers/Researchets 

RsSOO 

Students 


RsISO 


Concessional rates are available only in India. To 
avail of concessional rates, certificate from releN«m 
institution IS essential 


Remittance by money order/bank draft/postal order 
requested In view of revision of collection chatges 
by banks, please add Rs 14 to outstation cheques. 


Foreign 

_ Annual 


Surface rnail 

Institutions 

Individuals 

(all countries) 

Air mall 

Pakistan and 

LIS $60 

US $ 40 

Sri tanka 

Other Asian 

S 60 

$40 

countries 

Africa, Australia, 

S 70 

$60 

Europe and Japan 
South and North 
America and 

$85 

$75 

New Zealand 

$ 100 

$90 


An lemittances to leanoMie and MMol UMdy 


Eennomie 





SrONOMiC 

AND 

POimCAL 


Coping with Biotechnology 


A t the recent regional seminar on public policy impli¬ 
cations of biotechnology for Asian agriculture the minister of state 
for science and technology drew attention to the “invasion of private 
capitalistic commercialisation into biotech research and development” 
and cautioned against the “misuse*’ of such development if it is 
unregulated. This is indeed a most ironical statement. India has in the 
recent past opened up its research institutions to a variety of foreign 
collaborations in the field of biotechnology—from the much talked-about 
US agreement last year, to the Indo-French memorandum of understan¬ 
ding more recently and, to cap it all, the decision to allow R and O col¬ 
laborations of ail kinds at the enterprise and institutional level. And 
yet there appears to be no serious debate on the relevance or logic of 
encouraging developments in the area. Even more alarming is the fact 
that there is today no institutional set-up to regulate experimentation, 
especially in regard to testing on humans, the release of bioengineered 
products and licensing their use in India. Both the department of 
bimechnology and the Indian Council of Medical Research are happily 
unaware of the ethical and social problems which have cropped up in 
the developed countrie.s in the last decade. 

It is not even as if India does not have a taste of the issues involved 
in biologically altering a species for the purpose of securing higher 
yields—the ‘green’ and ‘white* revolutions are products of such 
endeavours. But with the discovery of a method of transferring genetic 
material, this trend has moved tb a new phase which is likely to affect 
the agro-economies of the third world adversely. For instance, the new 
gene revolution makes it possible for a range of products and 
intermediates—substances which are today obtained from third world 
land and sea produce—to be factory-produced and allows for their 
esoteric combinations. If some of our own high-profile technology- 
planners had their way, India would be planning to produce easy-to- 
ship square watermelons and combination pjoducts such as carrot- 
tomato. And here lies the danger of the current euphoria among 
technology-planners about biotech; without a wdl-developed and publicly 
discussed policy in the field, there is bound to be misdirected 
developments. Moreover, by its very nature biotechnology is both a hit- 
or-miss process and wasteful. Of several genetically altered organisms 
only one may be successful and the others may have to be discarded. 
The release into the environment of such organisms, if unregulated, may 
well produce genetic disasters of the kind as yet beyond our 
comprehension. 

Undoubtedly, genetic engineering, ignoring for the moment its ethical 
issues, could offer valuable solutions, if used rationally. For instance, 
monoclonal antibodies, a product of induced cell fusion, have made 
possible diagnostic tests and screening procedures as well as therapeutic 
agems for a range of biomedical problems; the most sensational of these 
techniques is, of course, the recombinant DNA technology which has 
resulted in several products such as human insulin, human growth hor¬ 
mone, alpha interferon and a hcpatitis-B vaccine: The UN International 
Centre for Genetic En|incering and Biotechnology which is being set 
up in New Delhi with a contribution of $ 17 million from India is to 
focus on the development of malaria and hepatitis vaccine and col¬ 
laborative research in nitrogen fixation and plant biology. Genetically 
engineered products are likely to make a major impact on tiK drug market 
by 1990. 

However, it has also been argued that most of the developmental work 
being undertaken will be of use in the first world rather than the third 


world. According to an analysis reported in a recent issue of Develop¬ 
ment Dialogue, 12 of the 14 vaccines due to be available by 1990 will 
be of primary use in the developed countries. Even among those which 
will be of use in the third world—for iastance, malaria or hepatitis-B 
vaccine—it is contended that the main cu.stomers will be the 'local dlte 
and foreign visitors’. While this contention is arguable, especially if such 
vaccines are made available through government programmes, it is true 
that research into technology-oriented preventive measures often shifts 
priorities in health care research and delivery. The socio-political roots 
of diseases can then be comfortably ignored. Again this means that pro¬ 
grammes in biotechnology must be subject to periodic review for their 
medical and socio-political relevance and implications. In India as of 
now there is no attempt at setting up a machinery for such review. 

By far the most controversial aspect of new biotechnologies is their 
use in the field of reproduction. Ibchniques like embryo transfer ara 
no longer in the realm of science fiction. With the mapping of the human 
genetic code it is now possible theoretically to make alterations in the 
ova or sperm to change genetic characteristics and much research is go¬ 
ing on in the field of contraception. The possibility of creating ‘designer’ 
babies raises serious ethical and social questions. Should the genetic 
manipulation of human ceils, that is, gene therapy, be permitted at all? 
Even though these techniques will be available for use only in the future 
their development involves experimentation on humans. This raises a 
whole host of complex issues, especially for third world countries. There 
is, for one, the very real danger of poor populations being used for 
unethical testing. Secondly, should countries like India expend their 
limited welfare budgets on exotic adventures? 

As was aptly pointed out at a recent seminar on the issue in Bombi^ 
attended by women’s health and people’s .science activists, any evaluation 
of biotechnology in reproduction is rooted in the question of how in¬ 
fertility and, therefore, motherhood is regarded in society. As long as 
biological motherhood is invested with the value that it i»s in today’s 
society, technological solutions will always appear attractive: Further, 
while in vitro genetic manipulation makes it po.s$ible to diagnose and 
‘repair* faulty foetuses, it also poses the question of what comes to be 
considered as ‘normal’ which may encompass such elements as the sex 
of the child, the colour of the skin, and so on. Are minor aberrations 
which may pose health problems but are not life-threatening to be con¬ 
sidered abnormal enough to need genetic manipulation? In any case, 
none of these issues can be debated out of the context of non-egalitarian 
societies where new developments will inevitably be available only to 
the elite or if they can be used to impose control of some sort—for in¬ 
stance, to limit populations—wilt be appropriated by the sute program¬ 
mes. As of now in India there are no norms for the use of and experimen¬ 
tation in even in vitro fertilisation which is already in use, leave alone 
the state-of-the-art areas of genetic engineering. 

Ibchnology has always posed difficult problems for policy-makers; tech¬ 
nologies in biology and medicine throw up even more compiei issues. And 
that is predsdy why the need to debate these isBue.s and to set up mechanisms 
for their review and monitoring is so very urgent. It is not just policy-makers 
who have been htrkadawral; no professional body in agiicultutc or medicine 
or health cara charged with the responsibility of monitonng developments 
in its respective field, has attempted to lay down strict norms of practice 
and professional conduct in these matters. Unless urgent steps are uiken, 
it would not be an oiaggeration to say that we would leave ourselves open 
to genetic disasters in the plant, animal and human worlds. 
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BXTEiWALLyAll^D P1KXIBCTS 

Half-Hearted Gesture 

AS part of his anti-poverty sunce, the 
central finance minister announced in his 
budget speech that the additional central 
assistance made available to the states 
against **externally-aided projects in the 
social services sector and programmes 
which have a direct bearing on poverty 
alleviation” would be raised from 70 per 
cent to 100 per cent. “This, decision”, the 
finance minister hoped, “will make 
available substantially more resources to 
the states than under the present arrange¬ 
ment and will facilitate additional in¬ 
vestments by them in these vital sectors’*. 

In this context it is pertinent to recall 
that at the conference of chief ministers 
the finance minister himself had conven¬ 
ed in early February one of the items on 
the agenda specially called for steps by the 
states for the timely implementation of 
externally-aided projects and the states 
asked the centre to consider (i) channell¬ 
ing to the sutes 100 per cent of the funds 
received by the centre towards externally- 
aided projects; (ii) establishment of some 
sort of a revolving fund arrangement so 
that these projects did not get held up for 
want of adequate liquidity with the state 
governments; and (iii) rationalisation of 
interest rates and repayment schedules in 
line with the terms and conditions attach¬ 
ed to the external assistance. However, the 
finance minister had then conceded vir¬ 
tually nothing to the states on this sub¬ 
ject, with the result that the conference 
had no option but to leave the matter of 
the timely implemenution of the cxter- 
nally-aid^ projects where it had stood 
before. 

This was a little surprising. As the 
Economic Survey,* 1988-89 shows, the 
utilisatiqn rate of external assistance 
declined sharply from 62 per cent to 55 
per cent in the span of just one year, i e, 
between 1986-87 and 1987-88. So the 
finance minister should have been a lot 
more worried than he appeared to be at 
the time of the chief ministers’ confoence. 
Of course, given the fact that the over¬ 
whelming proportion of aternally-funded 
projects f^l in the central plan, it was 
primarily his own hou.<ie which needed to 
be put in order. 

Having turned a deaf ear to the very 
reasonable points made by the state 
governments regardless of their political 
shades, the finance minister has now 
chosen, in his budget speech, to make a 
half-hearted gesture. Instead of agreeing 
to pass on to the states 100 per cent of the 
external funds received for all externally- 
funded projects, he has agreed to do so 
only for projects in the social services 
sector and for programmes with a direct 
bearing on poverty alleviation. The latter, 
as the flnance minister elaborates, will in¬ 
clude lectors like agriculture and irriga- 


thm, sectw in whose cdatdtt he pnrti^ 
cuhtfly calib for "better udtisatioa of aid 
binds and quicker compledon of projects". 

it is a pity that given the situation he 
is faced with in the matter of the low and 
declining rates of utilisation of external 
aid, the finance minister chose to be so 
very roundabout and cautious to the point 
of appearing ham-handed in responding 
to the reasonable demands of the sutes. 
Of course; for him to secure a tangible im¬ 
provement in the rate of utilisation of ex¬ 
ternal aid. it will be necessary to enlist the 
active support of the cedtral ministries 
and central public sector underukings 
which together attract the vast bulk of ex¬ 
ternal aid annually. But the role of the 
sutes in this reprd cannot be underplay 
and for speeding up the implementation 
of externally-aid^ projects in the sUtes 
sector a more open attitude on the part 
of the centre is essential. 

WEST BENGAL 

Howrah Elections 

IN the elections for the Howrah municipal 
corporation held on Fbbruary 6 the Left 
Front-Janau Dal alliance has secured 31 
seats out of a toul of 50, leaving only 19 
seats to the opposition Congiess(l). Of 
this, the CPl(M)'s ully is 26, giving the 
party an absolute majority on its own. 
The CPI has got two seats while some 
other Left parties have secured one seat 
each. The JanaU Dal also won the only 
seat allotted to it. The Bharatiya JanaU 
Party (BJP) which contested a few seats 
drew a blank, forfeiting the deposit in 
some constituencies. 

The Left Front had a narrow majority 
in the previous term—with 26 seats 
against 24 secured by the Congress(I). 
Whether the Left Front gains this time 
reflect a favourable shift in the political 
climate, or whether the alhance with the 
Janau Dal and the appearance of the Dal 
leader V P Singh on the same platform 
with Jyoti Basu to ask for votes has helped 
the Front to break into some new terrains 
of non-Bengali votes cannot be conclu¬ 
sively answered at the moment. But that 
the bitter infighting in the Congressfl) 
ranks, particularly between the followers 
of the former state Congress president 
P R Dasmunshi and the present incumbent 
Ghani Khan Chaudhury, have impaired 
the patty’s mobilising capacity is un¬ 
questionable. 

The Left Front-Jaiuu Dal alliance pol¬ 
led a toul of nearly 2,00,000 votes as 
agunst about 1,77,000 votes polled by the 
Congressfl). In other words, the overall 
margin of Left Front-Dal alliance is barely 
25,000 votes. The averages votes per seat 
polled by the Left Front alliance and the 
Congtessfl) were about 4,000 and 3,500 
respectively. Three of the CPI(M)’s rally 
and two of the Congiess(l)’s were won by 


a ina^n oflen than 200 
the CPI(M)’i Left Front gffies. the CPI 
performed well havini bagged as it did 
two out of the three seats allotted to it 
The Forward Bloc which had contested sU 
seats failed to secure any. 

The Howrah polls are particularly 
signifliant because of the proximity of the 
scheduled Lok Sabha el«;tions. The 
Howrah urban area had become somewhat 
of a problem for the Left. The narrow 
margin in the previous municipal polls 
apart Dasmunshi had bagged the Howrah 
Lok Sabha seat in 1984 by defeating the 
veteran CPI(M) leader Samar Mukherji. 
The present polls certainly seem to indi¬ 
cate a certain setback for ^e Conm«iB(I) 
fortunes and a corresponding improve¬ 
ment of the CPl(M)’s and the Left Front’s 
prospects. 

The polls have, however, been accom¬ 
panied by some violence on a localised 
scale, leading to two deaths. Three 
CPI(M) supporters have been arrested in 
this connection. It is possible that the pro¬ 
vocation had come from the desperate 
Congressd) camp, but the CPI(M)’s 
response could have been more controUr^. 
The Congressd) has been running a sus¬ 
tained campaign for condemning the 
CPI(M) for the violence with some back¬ 
ing from some local newspapers. 

EMPLOYMENT PROGRAMMES 

Unrealistic Objective 

A PROVISION of Rs 500 crore out of a 
toul annual spending of Rs 80,000 crore 
on revenue and capiul account for the 
new rural onployment programme named 
after Jawaharlal Nehru has been held up 
in the finance minister’s budget speech as 
signifying the budget’s special thrust 
towards employment generation. This 
works out to less than even 1 per cent of 
the centre’s annual spending next year. If 
this provision were to be added to that for 
the two existing rural employment genera¬ 
tion programmes, namely, NREP and 
RLEGP, the toul budgetary provision 
for employment schemes works out to 
Rs 1,711 crore in all, which is a little over 
2 per cent of the centre’s total spending. 
The allocation in the 1989-90 budget for 
the NREP and RLEGP at Rs 1,211 crore 
is actually lower than that in the 1988-89 
budget. The total budgetary provision for 
rural development, inclusive of the 
employment programmes, amounts to 
Rs 2,%2 crore. 

The impact of the employment pro¬ 
grammes (including the new Nehru Rojgar 
Yojna) as envisaged in the budget for 
1989-M cannot but be extremely ttimited. 
even in the 120 backward districts which 
are to be sdected for special effort and 
where the total programme will be in 
force; Against the provision of Rs 1,211 
croie for NREP and RLBQP, the numbo' 



df iKrlicm^yt of cinpkjynifm to he 
genented is estim«ted tt 58.2 croit. In 
terms of person-years of employment this 
works out to an additional 16 crore of 
regular jobs, assuming 230 working days 
in a full year. On the same assumptions 
the additional person-years of employ¬ 
ment which the Nehru Rojgar Yojna 
would generate might add up to another 
-0.8 croie This additional employment will 
be generated in the selected districts iden¬ 
tified as backward and suffering from 
acute unemployment. But it is doubtful 
that with the introduction of this scheme 
it will be possible to ensure that in these 
120 backward districts full emloyment will 
be assured "to at least one member of 
each family living below the poverty line”. 
This would appear to be unlikely even on 
the most optimistic of assumptions with 
regard to the implementation of the pro¬ 
posed scheme. 

Almost all evaluations so far of the 
rural development schemes, including 
those specifically addressing the problem 
of unemployment, raise the strong suspi¬ 
cion that there are enormous leakages. 
It-ue the finance minister has spoken of 
decentralisation of implementation, but 
the type of decentralisation the prime 
minister seems to have in mind is aimed 
more at bypassing the state governments 
and dealing directly with district level 
officialdom than with any meaningful 
delegation of functions to representative 
bodies at the local level. So there is no 
reason to assume that accountability will 
improve as a consequence. In the cir¬ 
cumstances leakages may well increase, in¬ 
stead of decreasing, and fuller employ¬ 
ment even for the poor households will 
remain a dream. 

PROFESSION TAX 

Gain and Loss 

HARDLY had the ink dried on the con¬ 
stitutional amendment raising the ceiling 
on profession tax from Rs 250 to Rs 2,500 
per annum and the finance ministry has 
come out with the proposal to allow 
salaried employees to claim the amount 
of profession tax paid as a separate deduc- 
- tion from taxable income on the ground 
that the payment of profession tax at the 
enhanced rates will, in the absence of the 
deduction, cause hardship. 

It is true that the constitutional amend¬ 
ment enables the states or the local bodies, 
where the power has been delegated to 
them, to levy the profession tax up to a 
maximum of Rs 2,500 per annum. But by 
allowing the profession tax paid as a 
deduction for calculation of taxable in- 
' come the efibedve rate of profession tax 
has been reduced. For those taxable at the 
marginal rate of 54 per cent (inclusive of 
the new surcharge of 8 per cent), the ef- 


rilsetive burden of profession tax at 
Rs 2,500 per annum would be reduced to 
Rs 1,150 ^ annum. Also, since the states 
receive 85 per cent of the revenue from 
income-tax the cost of the concession thus 
introduced will be largely borne by the 
states. 

Interestingly, although the constitu¬ 
tional amendment has come into effect, 
Gujarat is the first state to have proposed 
raising the rate of the professional tax. 
Several other states will no doubt follow 
suit. But several may take time and may 
take even longer in raising the rate to the 
ceiling level. But the immediate effect of 
the proposal to allow deduction of pro¬ 
fession ux will be that regardless of 
whether or not the rate has been raised 
the benefit of the deduction can be claim¬ 
ed immediately, i e, starting with the 
income-tax year 1989-90. 

There are other aspects of the proposed 
admissibility of the profession tax which 
seem not to have received due attention. 
Since the efficiency with which the tax is 
being administered, even at the existing 
rates, varies considerably from state to 
state, the cost of the new provision in 
terms of each state's share of income-tax 
revenue will fall unequally on the different 
slates. The inequality will become greater, 
the wider the variation among the states 
in the rate structure. Since the relatively 
less developed states are also the ones 
which are likely to take time to take full 
advantage of the revised ceiling, the in¬ 
cidence of the inequalities referred to 
above will fall more heavily on such states. 

Whatever be the distributive implica¬ 
tions of the proposed deductability of the 
profession tax. salaried employees can 
straightaway derive benefit from it, 
especially those in the higher income 
brackets for whom the incidence of the 
profession tax will stand reduced signi¬ 
ficantly. Trust our bureaucracy to protect 
its interest first and foremost. 


PUNJAB 

Not Soft-Pedalling? 

THE long-delayed decision of the central 
government to release 104 of the 188 per¬ 
sons still detained without trial in Jodhpur 
does not amount to a new political initi¬ 
ative on Punjab. Instead the decision to 
drop the charges against them after nearly 
five years simply means that as far as the 
central government was concerned the 
usefulness of holding on to this ‘card’, as 


the prime minister himself described it, U 
felt to have evaporated. Also, the decision 
not to release Prakash Singh Badal and 
Guruchatan Singh Tohra means that the 
government is still not interested in 
political containment of the militant 
leadership, even though the prime minister 
did say in parliament on March 3 that the 
government would be “returning to the 
political process after containing 
terrorism”. 

The prime minister also in.sisted that his 
government was not "soft-pedalling” on 
the issue of punishing those guilty of the 
anti-Sikh carnage of 1984. According to 
the governnient, 225 cases had been regis¬ 
tered in this connection involving 2,300 
persons. Over half of these cases were 
under the judicial process, 84 persons had 
been convicted, and six awarded life im¬ 
prisonment. The prime mini.ster attributed 
the delay to the “slow judicial process”. 

Now the union home minister had 
claimed on March 15, 1988, that is almc»t 
exactly a year ago, that 225 ca.ses had been 
registered till then. In other words, the 
figure has remained unchanged since then. 
So judicial delay alone is not to blame. 
In fact, there has been some movement in 
the number of cases decided. In this con¬ 
text the information provided by the 
Director of Prosecutions of the Delhi Ad¬ 
ministration recently is interesting. 

It turn.s out that out of the 84 persons 
convicted in connection with the massacre 
of Sikhs in November 1984, 78 had been 
found guilty under Section 188 of IPC. 
In plain words what this means is that 
they had been found guilty of violating 
curfew orders and had been let off. The ax 
who were awarded life imprisonment had 
been found guilty by Justice J D Kapoor 
in October 1988 of the murder of three 
young boys. Out of the 225 cases filed 
before the courts, 93 have been decided. 
Of these only 11 resulted in convictions 
and 68 resulted in the acquittal of 379 per¬ 
sons for “want of evidence [and] lack of 
substantiation of the charges by the police 
properly". Fourteen cases were discharged, 
freeing 58 persons, for “want of police 
ability to send a sound case up to prosecu¬ 
tion”. Now 132 cases involving 1,950 per¬ 
sons are peiydiitg before the courts. 

Why should the police have been so 
slow in doing their job of helping the pro¬ 
secution if, a.s the government claims, it 
is sincere about bringing the guilty to 
book? The ex parte stay granted by the 
Delhi High Court against the Jain- 
Banerjee Committee on a petition filed by 
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:;>iiCbngrtss worker has yet to be vacated 
>t/ or disiposed of, although it has been 
' before the court since November 1987 
Why should the prosecution have been so 
, slow jn filing if. replies be (ore the Delhi 
High Court against the peiitioti challeng 
'■ iftg the Jain-Banerice Comniittee’s rccom- 
, otendation tliat cases he filed against cx- 
Congress MP Sajjan Kumar and others? 
When the stay was granted, the prosecu¬ 
tion took 40 days to file its leply. No ac¬ 
tion has been taken since to speed up the 
case. This case against the .lain-Bancrjee 
Committee has now come before a new 
bench after reports appeared in the press 
that the judge constituting the earlier 
bench had been socialising with H K L 
Bhagai. Finally, while the government has 
been indifferent towards pursuing the 
cases against (ho.se acctcscd of the killing 
of Sikhs in Delhi, there have been ab¬ 
solutely no moves at ail to file cases 
against those responsible for the killings 
in Kanpur, Bokaro, etc. 

Do all thc.se pieces oi information add 
up to a picture of the government serious¬ 
ly trying to bring to book those responsi¬ 
ble for the massacre of Sikhs in 1984? 

DRUGS 

No Clear Picture 

THE supplementary report of the Com¬ 
mittee on Category 11 Drugs, better 
known as the Kelkar Committee, has, it 
appears, added to ilic lack of coherence 
of the government’s drug policy. The term 
of the committee, it may be recalled, had 
been extended specifically to consider ap¬ 
plications foi leeaiegorisation. The sup¬ 
plementary report records that 25 applica¬ 
tions were made for des'onirul and five for 
recategorisation. Ihc committee has ap¬ 
proved decontrol tif 1.4 drugs and allow^ 
all the five applications for moving drugs 
from the first to the second category 
which has a 100 per cent mark up. 

The applications for decontrol have 
been granted on a variety of grounds— 
that the concerned drug is not an ‘essen¬ 
tial drug'; that the manufacturing process 
has been indigenously developed; that the 
market is small, and so on. The issues are 
not so simple, however. For instance, while 
psychotropic drugs may not be ‘essential’, 
they are extensively prescribed and .so have 
a large market. Decontrolling these drugs 
has an adverse effect on drug expenditure. 
It may be argued, of course, that their ex¬ 
tensive use should be curtailed, but this 
the government has always regarded as be¬ 
ing beyond its purview, as is obvious by 
its reluctance to rationalise the many- 
drugs-for-one-purpose market. 

The report states vhat the principles on 
which the committee formulated iu drug 
categorisation scheme have not been 
challenged, although individual review 
petitions have been made for particular 


drugs by the industry. However, the m«ay 
criticisms of the drug consumer move¬ 
ment have not been given consideration 
by the committee. Though the report at 
the outset thanks the Voluntary Health 
Association of India, it makes no mention 
of the several other groups and individuals 
who have challenged the committee’s 
earlier report. One specific instance is the 
petition by LOCO^, a drug consumer 
group, which has questioned the commit¬ 
tee’s decision to move paracetamol to the 
second category with a 100 per cent mark 
up, accepting the industry’s contention 
that it is not an ‘anti-malarial*. LOCOST 
has spelt out in detail how the change will 
adversely affect the price to the consumers 
of paracetamol, but without any response 
from the committee so far. 

The committee has also sought to 
justify its earlier recommendations in 
terms of their positive impact on the in¬ 
dustry. Thus it says that drug production 
as estimated by various organisations has 
shown a notable increase after the imple- 


BIJSINESS 


STOCK MARKET 

Not a Rescue Operation 

I'HE stock market which had staged a 
hasty retreat during the two post-budget 
sessions on February 28 and March 1 took 
a right-about-turn the very next day and 
forged further ahead thereafter. Bears who 
had gambled heavily on the budget had 
their paper profits disappear like the mor¬ 
ning dew; a prominent bear operator on 
the Lyons Range is reported to have been 
badly mauled and had to be administered 
emergency assistance. By March 8, that is 
within just four trading sessions, the 
Financial Express equity price indices for 
Bombay and all-India had pierced through 
their previous all-time highs recorded last 
year on December 2. The market moved 
further up during the next two sessions. 
On March 10 the Financial Express index 
for Bombay showed a rise of 9.9 per cent 
over its March 1 low point and the all- 
India index was up by 9.3 per cent. This 
took the Bombay index 3.6 per cent above 
its December 2 all-tinK high mark and the 
all-India index stood 3.3 per cent higher. 

The renewed upsurge in the stock 
market is not the handiwork of some big 
professional speculators. Quite possibly 
the market might not have risen so very 
sharply if bears who had been dominating 
the scene for quite some lime did not have 
to rush for cover to contain their losses. 
It is significant that while the more broad- 
based equity price indices compiled by the 
Financial Express and the Economic 
Times moved well beyond their previous 
all-time highs, the BSE sensitive index 
consisting mainly ofTiighly speculative 
scrips stood on March 10 about S per cent 


ineniatioii of the 19^, It lite 

quotes industry dau to point out thal 
price increase up to May 1988 had been 
only 11.8 per cent. However, this figure of 
the average overall price rise conceals the 
very much sharper increases that have 
takm place in the prices of specific essen¬ 
tial drugs. Some antibiotics, for instance, 
have shown a sharp increase in prices after 
the DPCO 1987. The committee itself ad¬ 
mits that the expected price rise after the 
DPCO was 40-50 per cent—a forbidding* 
increase for a large .section of the popula¬ 
tion. In support of its contention that the 
DPCO has had a beneficial effect on in¬ 
vestment and production in the pharma¬ 
ceutical industry, the committee cites the 
case of a ‘formulation plant’ in Ratnagiri 
district “totally dedicated to the produc¬ 
tion of generic formulations’’. Ironically, 
this plant has come up in spite of the drug 
industry, being the result of the enterprise 
of a long-time drug activist and had been 
planned long before the DPCO 1987 came 
into force. 


below its all-time high touched about the 
middle of November. This goes to show 
that the rise in equity prices has been 
broad-based and it has been more marked 
in non-deared securities than in specified 
scrip.s. 

The sudden recovery was triggered by 
large purchases in several pivotals and 
cash scrips by the Unit Thist of India. But 
the UJI buying was 1^ no means-in the 
nature of rescue operation carried out at 
the instance of the union finance ministry 
to support its contention that the budget 
was saving- and investment-oriented and 
that It would help strengthen the cult of 
equity. The UTI puichues were based 
essentia^ on its own assessment of file 
outlook ror equities in terms of the strong 
market and economic fundamentals. 
Equity prices had come down appreciably 
from their November-December aU-time 
highs and technical adjustment spread 
over a period of nearly three months had 
brought about a marked improvement in 
the technical position of the market. And 
idl the relevant indicators pointed to im¬ 
proved prospects for corporate earnings. 
The stock market’s recovery looks all the 
more impressive when seen in the light of 
far-from-favourable reactions the union 
budget has evoked from economists and 
tax experts. By and large, economic pun¬ 
dits have uken the view that the budget 
does not indicate full awareness of the im¬ 
pending fiscal crisis, let alone taking ade¬ 
quate measures to resolve it. Ihx eeperts 
are unabte to see ai^hing very pleuing 
in the budget. An eminent tax expert and 
jurist has described the budget as regres¬ 
sive, opaque, short-sighted and ptqiulist. 

If the stock market has conirietely ig- 
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nb^f ilie ^^inn ity npott, It is not that 
these experts are not hdd in esteem or that 
it does not understand the intricacies of 
the budgetary exercise and its possible im¬ 
plications. Much of what economists and 
tax experts have said is not of immediate 
relevance from the viewpoint of the stock 
market. 

The market sentiment has been buoyed 
up the UTI chief M J Pherwani’s state¬ 
ment that the “market is in for a good 
time”. By and large, the impact of the 
budget will be quite positive. The equity- 
link^ savings scheme should help the 
flow of savings to the equity market. The 
larger plan outlay would benefit the cor¬ 
porate sector. Economic fundamentals are 
favourable in that the growth rate is quite 
high and prospects of corporate earnings 
are reassuring. The market has not dis¬ 
counted the soaring corporate earnings. 
The market will remain buoyant, says the 
UTI chief and every fall in the market is 
an opportunity for the trust. 

The stock exchange fraternity cannot 
afford to disagree with the UTI chiefs 
assessment. Institutional investment has 
already brought about a profound change 
in the demand-supply equation of good 
growth shares. UTI and mutual funds are 
flush with funds seeking deployment on 
the^stock exchange. 

Equity prices will, of course, continue 
to fluctuate thereby affecting the fortunes 
of bulls and bears. These fluctuations 
need not bother investors much. The set¬ 
back in equity prices from the March 10 
highs is only in the nature of technical 
correction of the preceding steep rise from 
the March I low point. 

PIG IRON ^ 

Lack of Planning 

THE fortunes of the Indian foundry in¬ 
dustry have been adversely affected 
because of the recurring shortages of pig 
iron. According to estimates, there are 
about 6,000 foundry units in the country 
with a production capacity of two million 
tonnes and directly employing five lakh 
workers. During the last over six months 
the industry has been passing through a 
crisis as the public sector Steel Authority 
of India (SAIL) has not been able to meet 
even 25 per cent of its requirements. A 
number of units have downed their 
shutters. 

At a meeting of steel consumers last 
Octobo' in Madras, the union minister of 
steel had assured the foundry industry 
that its requirements of pig iron would be 
met through indigenous production of 
SAIL plams and imports. However,against 
the assurance of producing one lakh ton¬ 
nes of pig iron per month, the SAIL 
plante hiul produced an average of about 
60,000 tonnes per month from October 
I9M to February 1989. And the total im- 
poits during this period amounted to 


about 40,000 tonnes instead of the pro¬ 
mised 1.2 lakh tonnes. 

According to reports, SAIL plants 
prefer to induce more steel than pig iron, 
since steel is a higher value added item. 
Besides, ail the public sector steel plants 
do not have adequate facilities uniformly 
available for producing pig iron. The 
private sector TISCO does not produce 
any pig iron. 

India used to import around two lakh 
tonnes of pig iron every year. Last year, 
MMTC had contracted for the import of 
70,000 tonnes of pig iron before it was 
replaced by SAIL as the distribution 
agency. MMTC, however, continues to be 
the canalising agency for imports. SAIL 
was entrusted with the distribution work 
with a view to selling both imported and 
indigenous pig iron at a uniform price. 
However, SAIL neither placed adequate 
indents with MMTC for pig iron imports 
nor ensured its adequate production 
indigenously. 

Meanwhile the non-availability of pig 
iron has adversely affected exports of pig- 
iron based engineering goods. According 
to reports, exporters have lost contracts 
worth over Rs 10 crore during the current 
fiscal year on account of slips in delivery 
schedules. Last month the steel ministry 
asked the engineering export sector to im¬ 
port foundry grade pig iron on its own as 
it was beyond SAIL to ensure supplies to 
ail priority sector consumers in the pre¬ 
sent situation of shortage. In other words, 
the government wanted to decanalise pig 
iron imports. The main consumers have, 
however, conveyed to the government their 
reservation against the idea of decanalisa¬ 
tion of pig iron imports. At a meeting of 
the representatives of railways, defence, 
engineering exports promotion council, 
DGTD and the DSl units in Calcutta 
recently, the consumers also suggested 
that the perpetual shortage situation could 
best be tackled by setting up pig iron pro¬ 
ducing plants in the secondary steel¬ 
making sector. It was also stated at the 
meeting that the total demand for pig iron 
in the country would go up to 27 lakh ton¬ 
nes per annum over the next five years 
from the present level of 20 lakh tonnes. 
As against tius, the indigenous production 
is unlikely to exceed 10 lakh tonnes per 
annum at any time during this period. 

Ail this shows the eitent of lack of 
planning and co-ordination among the 
different agencies of the government. The 
user industries must get the assured sup¬ 
plies of the material either from in¬ 
digenous producers or through imports. 
One could appreciate the efforts of the 
SAIL plants to lay greater emphasis on 
producing finished steel. At the same time 
one is at a loss to understand the efforts 
being made by the government to export 
inon ore at prices which do not even cover 
its production and transportation cost. 
Wl^ not, instead, encourage production 
of more pig iron? 


TWENTY YEARS AGO 

EPfV, March 15. 1969 

Indira Gandhi's ambitions are clear: to be 
leader of the Congress and yet something more 
than a Congress figure; hence her frequent 
overtures to leaders of other parties, often to 
the embarrassment of her cabinet colleagues. 
But it is time to ask what has been achieved 
through exercise of the prime minister's un¬ 
questioned political skills—other than, of 
course, her continuance in office... Ifue, 
Indira Gandhi is not in her father's position. 
But even within a collective leadership, the 
prime minister has some responsibility to take 
the initiative and give the le^. Indira Gandhi, 
plainly enough, has nen even attempted to face 
up to this responsibility. In fact, on all impor¬ 
tant issues she has made a virtue of not reveal¬ 
ing her position so that she can have her 
political options open and no unpopular deci¬ 
sion can be pinned on her. 

Could there be a better instance of deliberate 
abdication of responsibility by the prime 
minister than her casual remark at the 
parliamentary party meeting that .she had not 
been consulted on the inclusion of the Rajah 
of Ramgarh in the Bihar government? It is 
now clear that m some of the states at least 
Congress will cither now or after thb 1972 
general election have to form coalitions. And 
which of the other parties are considered 'like- 
minded' enough to form coalitions which will 
profoundly influence the character of Congress 
and affect the political future of the country. 
Surely, the prime minister cannot go from one 
patch-work solution to another in the hope 
that in the event of things coming unstuck—as 
they have in Bihar- she can clear herself by 
simply saying that she had not been consulted. 
* • • 

One of the interesting sidelights on the 
budget proposals is the way the incidence of 
increases in excise duties has been shared out 
between producers, traders and consumers. As 
was to be mpected, the higher exdsc bn tobacco 
and petroleum products has been passed on 
in full to the consumers; dealers in fact raised 
their prices befoie the producers could work 
out the changes. The nylon industry had 
mounted a high-geared campaign before the 
budget to obtain tax reliefs partly in order to 
compete against smuggled yarn; the campaign 
has met with some success. In response to the 
lowering of duty on lower denier yarns, almost 
ail the yarn producers have announced ad¬ 
justments in their prices. 

Measurement of the real incidence of excise 
duties is, of course, much more difficult. Both 
tobacco and petroleum, which have borne 
heavier excise almost every year and whose 
consumers have actually paid the higher duties, 
have experienced no decline in production or 
consumption One can only speculate about 
how much greater the demand for them would 
have been in the absence of increases in ex¬ 
cise duties and consequent increases in their 
prices. As regards nylon yarn, white a pan of 
the relief has been passed on to the weavers, 
it is to be seen whether the weavers, as a con¬ 
sequence. would reduce their prices of woven 
cloth—or their consumption of smuggled yam. 
In the case of transistor radios, the Intrinsically 
competitive position within the industry'is likely 
lo have a greater impact upon the price situa¬ 
tion than changes in excise duties on transistors 
and valves. So far as sugar is concerned, unless 
producers evade the excise duty, it is almi»t cer¬ 
tain that prices will revert to pre-budget levels. 




539 



STATISTICS 







3teriation (per cent). 



ladex Numb«n of Whol««Ale Pric<*R 


Latest 

Over 

Over 

Over 





(1970-71 - 100) 

Weight 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(25-2-89) 

Month 

%ar 

26, 1988 87-88* + 

86-87 

85-86 

84-85 

All Commoditie-s 

1000 

439.5 

0.4 

5.9 

5.0 

10.6 

5.3 

5.7 

7.1 

Primary Articles 

417 

415.9 

— 

6.3 

5.9 

13.2 

5.2 

40 

4.8 

Food Articles 

298 

422 

0.7 

13.0 

11.5 

11.0 

6.6 

6.8 

6.4 

Non-food Articles 

106 

357.4 

- 2.3 

- 10.7 

- 9.1 

22.9 

6.4 

-10.2 

-2.3 

Fuel, Power, Light and lubricants 

85 

697.6 

LI 

4.9 

4.7 

6.4 

6.8 

11.9 

2.6 

Manufacture Products 

499 

415.5 

0.7 

5.8 

4.5 

9.8 

4.9 

7.2 

6.0 






Variation (per cent) 



Coal of LiviiiK Index 


Latest 

Over. 

Over 

Ovci 





‘ 

Base 

Month 

last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1988 

87-88 

86-87 

85-86 

84-85 

For Industrial Workers I960 » 100 

818'^ 

-1.2 

8.8 

8.6 

9.1 

8.8 

6.5 

6.4 

For Urban Non-Manual Employees 1984-85 = 100 

138“ 

1.5 

7.8 

7.0 

9.6 

7.9 

7.9 

8.1 

For Agricultural labourers July 60 to 

. 741 

1.0 

13.1 

12.6 

9.8 

4.8 

4.8 

0.2 

June 61 2 100 














Variation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(10-2-1989) 

Month 

Year 

25, 1988 

J7-88** 

86-87 

85-86 

84-85 

Money Supply (M,) 

Rs crore 

1,87,555 

-105 

26,595 

24.897 

20,870 

21,627 

14.423 

16,058 




(-0.1) 

(16.5) 

(15.3) 

(7.0) 

(18.3) 

(13.9) 

(18.7) 

Net Bank Credit to Government Sector 

Rs crore 

99,072 

-263 

14.592 

14,963 

12.652 

12.822 

6,555 

8.445 

Bank Credit to Commercial Sector 

Rs crore 

1,20,450 

905 

16,623 

14,915 

10,079 

10.576 

10,%3 

10.809 

Net Foreign Exch Assets of Banking Sector 

Rs crore 

4,890 

-420 

477 

-571 

673 

1.251 

13 

1,419 

Deposits of Scheduled Commercial Banks 

Rs crore 

1,37,669 

1.223 

20,817 

19,624 

14,850 

16,723 

13,160 

11,519 




(-0.9) 

(17.8) 

(16.6) 

(14.5) 

(19.6) 

(18.2) 

(19.0) 

Foreign Exchange Assets** 

Rs crore 

5,215 

-686 

-979 

- 1,924 

• 507 

604 

197 

1,319 

Index Nurobm of Induatrial 

Weights 

Latest 








Production 


Month 

Averages for* 


Variation (per cent) 


(1980-81 = 100) 


(August) 



In 


in 

In 

In 



1988 

1988-89 

1987-88 1986-87 1985-86 1984-85 

1983-84 

General Index 

100.0 

172.7 

173.7 

157.8 8.9 


8.7 

8.6 

6.7 

Basic Industries 

39.4 




9.4 


6.8 

11.1 

6.0 

Capital Goods Industries 

16.4 




18.2 

10.6 

3.0 

11.7 

Intermediate Goods Industries 

20.5 




4.3 


7.5 

9.7 

9.8 

Consumer Goods Industries 

23.6 




5.3 

12.5 

7.2 

16 

Duixble Goods 

2.6 




19.5 

18.7 

21.6 

16.1 

Non-Durable Goods 

21.0 




2.6 

11.5 

5.1 

-0.4 

Notr. The index numbers of industrial production by use-based classification are not available beyond March 1987 



Foreign Trade 

Uiut 

Latest 

Cumularivc for* 








Month 










(Nov 88) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Exports 

Rs crore 

1,5.36 

12,201 

9,%2 

15,719 

12,569 

10,895 

11,744 

9,771 






(25.1) 

(15.4) 

(-7.2) 

(20.2) 

(11-0) 

Imports 

Rs crore 

2.103 

17.706 

14,201 

22.343 

20,201 

19,658 

17,134 

15,831 






(10.6) 

(2.8) 

(14.7) 

(8.2) 

(10.8) 

Balance of Thide 

Rs crore 

-567 

-3,505 

-4.2.39 

-6.624 

-7,632 

- 8,763 

-5,390 

- 6,060 

Employmrnl Exchange Statiatiea 

Unit 

Latest 

Cumulative for* 








Month 










(Sep 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on Live Registers 

Thousand 

30.002 

30,002 

30.790 

30447 

30,131 

26,270 

24,861 

23,034 

(as at end of period) 





(0.4) 

(14.7) 

(6.0) 

(7.9) 

(16.6) 

Number of Registrations 

Thousand 

540 

4,564 

4467 

3,465 

5,473 

5,824 

6,220 

6,756 




(-0.2) 

(-6.0) 

(-0.2) 

(-6.0) 

(-6.4) 

(-8.0) 

(15.3)k 

Number of Vacancies Notified 

Thousand 

40 

422 

453 

621 

616 

683 

707 

827 




(0.8) 

(-10.0) 

(0.8) 

(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

Number of Placements 

Thousand 

29 

264 

344 

360 

356 

388 

407 

486 




(1.1) 

(-8.2) 

(1.1) 

(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

Income 

Unit 

198&-87‘' 

1985-86** 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

I979-80* 

Gross Domestic Product (current prices) 

Rs crore 

2,60,384 

2.33405 

1,90,888 

1.72.704 

1,45.961 

140,770 

1,22,226 

95458 

Gross Domestic Product (1980-81 prices) 

Rs crore 

1,62.326 

1,56,083 

61.838 

59,541 

55,068 

53,470 

1,22,226 

47,191 

Per Capita Income (1980-81 prices) 

Rupees 

2,975 

2.721 

1.79! 

1,781 

1.687 

1,686 

1,627 

664 

1 * For current year upto latest month for which data are available and for coriesponding period of last year. 



Excluding gold tnd SDRs, -t* Upto itteit month for which dtu ire available 






^ *f Provisional data. ® At t970<7t prices. 










Notts: <n Superscript numeral denotes month to which figure relates, e g, superscript* 

indicates that the figure is for JaiHiary and so on. 

(2) Figures in brackets denote percentage variation over previous period. 
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CMcutta Diary 

AM 

The qualitative change which has come about in the past decade, 
more so in the past five years, is that the ‘filthy rich’ of 
yesteryears have shed both their guilt complex and their fear 
complex. It is no longer shameful, they have come to acquire the 
knowledge, to parade their affluence. 


SHOULD one apologise for returning to the 
same theme; over and over again? But when 
cliche is the reality, cliche it has to be. 

They are the top of the heap. In their 
scheme of things, only the top, in fact, exists, 
the heap does not. One happens to pick one 
of those slick publications which deal, ex¬ 
clusively, with the perambulations of this set. 
It is gushingly informative. India, it confides 
to you, has finally arrived; at long last, what 
a relief, it is the year of the designer. The 
influence of the designer, one is told with 
authority, permeates every—yes, every— 
sphere of Indian life; our compatriots, each 
and every one of them, have ceased simply 
to buy clothes, they now insist on buying 
labels. The labels of course have their price- 
tag, but, in civilised society, who does not 
4now, it is not the in thing to mention prices. 

Classy writing, classy name-dropping. 
Sons and daughters of the very, very rich 
design apparel for each other. They buy from 
eadi <nlw. They create wealth, and ochange 
that wealth, within the fold. It is a self- 
contained arrangement, where the offspring 
of the affluent concern themselves with 
fashions and designs and such other foppery 
intended for themselves alone. They compli¬ 
ment each other for their creativity; one (xr 
two amongst them sit down to write learned-. 
sounding discourses on what they have crea¬ 
ted. Foppery, they mice it for granted, is 
substitutsdile with culture. Somebody from 
within their set they designate as the coun¬ 
try's ‘premier culture person'; taking the long 
view, they even name his or her successor. 
It is such a cosy world of unending in¬ 
dulgence, as if those advertisements in the 
New ForAer magazine have suddenly come 
. to life, eleven thousand miles away, along 
Indian shores. 

These precious children have a new con- 
. fldence in their voice. It is not merely that 
money-making forthem isan ectnordinarily 
easy proposition. It was always so for those 
who had the connections. What is however 
qmaai is the auutance with which they now- 
a-days, almost absentmindedly, flaunt the 
fact of their holding mon^, interminable 
lots of it, aliich they are gdng to spend with 
, a carefree abandon. Not a flicker of hesita- 
i tion passes across their mind. They own the 
piece of teal estate known as India. It is to 
theih aakosatic that they are to enjoy the 
Ui^ life dds ownenh^i entitles dwm ta liw 
pages of the sUck jounuds they patronise; 
and which subsist on their patronage; area 


revelation. It is a closed-circuit ambience. 
None is to be permitted to suspect that India 
happens to be one of the poorest nations on 
earth, beset by hunger, pestilence and 
squalor. The exclusive talk is around 
fashions and designs, you will only expose 
yourself as a silly old goat were you to try 
to chip in with tlw awkward bit of statistics 
about per capita consumption of cloth in the 
country today being even less than what it 
was at the time of independence: 

This is then the qualitative change which 
has come about in the past decade, mote so 
in the past Tive years. The fUtl^ rich of 
yesteryears have shed both their guilt com¬ 
plex and their fear complex. It is no longer 
shameful, they have come to acquire the 
knowledge, to parade their affluence. That 
the «^th of some of them has been amass¬ 
ed through roundabout means is no ground 
for apprehension either. A transformation 
has talun place in the perception of moral 
principles. Appellations such as ‘ill-gotten* 
have gone into disuse. The possession of 


tami$ alone inatten, the modality of how 
one came by h is a footnolish detail which, 
mutt not spoil the fun. There is a way of pin- 
ting it; as the fascinated urban sociologists, 
would say. Indians, meaning the Indian rich, 
have finally succeeded in getting rid of their 
hang-ups. 

To offer the comment that the specimens 
being described subsist in an unreal worid, 
and then move on, is hardly adequate. Rest 
assured, their new-found confidence is not 
unreal. For the first time since socialism 
dawned in the country, they do not feel the 
need to hide their money under the bushel. 
For, for the first time; their holding of wealth 
has a major supportive advantage: it is bMfc- 
ed by their direct holding Of political power. 
Not that they were exactly lacking in ptrfiti- 
cal support in the past. But that was in the 
nature of patronage, di.spensed by the 
powers-that-be for their own reasons. Su<^ 
intermediaries have disappeared; the rich can 
now claim political power on the strength 
of their own credentials, and use that power 
with the same nonchalance with which they 
use the other perquisites of life. 

This political strength the offspring of the 
rich have amassed is a concrete 
phenomenon. They do not have to operate 
any more through lobbyists for wangling an 
import or industrial licence or for getting 
a certain import or excise duty waived or 
reduced. They themselves have the clout to 
effect changes in public policy. Not that all 
of them participate with equal gusto in the 
direct political process. Sometimes the hus¬ 
band is involved, the wife is not Sometimes 
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f it?ii the other way round. Or it k a hrodicr- 
\.and'>itter act, the (Uter it the poUtkal 
.'^kuinber, the brother is in designs. Ail told, 
Ihey haw not done at ail badly. Some of 
;them actually contested the elections and 
' won thumpingiy. IVue, a certain historical 
eteumsiance helped them to chalk up those 
victories. The ft» nonetheless remains that 
'dtey won. Also the fact that electoral 
: triumph effected the most sweeping changes 
. in the political arena. They have been quick 
laamers. The legal and constitutional 
amngemems in the country they have in¬ 
herited are such that a division of respon¬ 
sibilities is called for. They have accepted the 
fact with grace that a handful amongst them 
have to perform the dirty parliamentary 
chores, such as going through the motions 
of chanting socialism and placing on record 
from time to time words of filial sympathy 
for the poverty-stricken millions. These ate 
minor irritams. Altogether, it is still a heady 
feeling; no bloody counter-revolution, no 
messy coup d'etat, it has been an amazing¬ 
ly swift—and incident-free—transition; the 
rich have inherited, in one whole lot, the 
duchy of India. There is nothing ersatz 
idmut it; it is a genuine seizure of power. 
They can behead you if they want to. They 
can, at the shortest notice, despatch troops 
to rescue pals abroad who, either acciden¬ 
tally or by design, get themselves cmbroil- 
-ed In trouble. They can .strike an aftei-hours 
deal with the concerned multinational cor¬ 
poration and sign away the interests of the 
thousands who were felled by the gas leak 
at Bhopal. They can sign away the sovereign¬ 
ty of the country. Power grows, they have' 
proved, out of straightforward inheritance, 
and, once that happens, they can quite 
believe that they might even control the 
power that grows out of the barrel of the 
gun. 

Ihie; the foppery they are indulging in has 
a fragility of its own. It is dependent fop¬ 
pery, sustained by the country’s huge foreign 
debt already comfortably exceeding fifty 
billion American dollars, and promising to 
rise further at an impressively exponential 
rate in the course of the next few years. But 
so what? Those offering funds from overseas 
have every reason to keep up the act: India, 
they have satisfied themselves is an eminent¬ 
ly trappable tract, and the decision-makers 
here have classy credentials. It will perhaps 
take us still some while to catch up with 
Brazil and Mexico, but both Argentina and 
Indonesia are within reachable distance. 
Oive or take a couple of years, we are bound 
to enter the big league of external in¬ 
debtedness, and will constitute one of the 
eminent threesome. The offspring of the 
rich, worrying their heads off over motifs 
and designs, need not enteruin fears of any 
nuisance of a distraction. Their foppery is 
heavily import-using, imports will however 
for the present be duly taken care of. Even 
the compentwiion trom Union Carbide, in 
gleaming foreign exchange, wilt be put to 
good use. 

They therefore exude health. They do not 


fod atty mmal pnuuR^ ^ rti md ld n e tt 
afflicting the rest of the nation does not 
touch them. In any evmit, cloted-circuit 
travel from air-conditioned boutiques to 
air-conditioned cars to air-conditioned 
resuurams to air-conditioned penthouses 
can instil a great deal of other worldli¬ 
ness. Their friends from New York or San 
Frenscisco ate of coutae impressed at the 
swiftness with which the Union Carbide was 
offered the helping hand; After this, there 
ought to be not one doubting Thomas to 
allege that India is not safe for foreign in¬ 
vestments. While thdr satdlite links with the 
west are thus unsnappable, even the winds 
blowing from the direction of the socialist 
countries are equity propitious. Those wont 
to sing the Internationale, on the other side 
of the assumed ideological divide, could not 
have stumbled on their perestroika at a more 
appropriate time. They and the children of 
our rich are^ it seems, on an identical wave¬ 
length. Could it be the consequence of Cher¬ 
nobyl, could it be because these are charac¬ 
ters in search of a place where they could 
dump their spare sets of atomic power 
plants? Be that as it may, it is a kind of 
global hook-up: whether it is Budapest or 
Moscow or Beijing or New York or Los 
Angeles or London, there is just one 
message; now is for now, live it up, live it 
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Notwithstan^ng such euth-shakiai 
developments, there is that other objective 
correlate: the poor win not go avny from 
these shores, they add up to millions and 
millions, and their number is growing: one 
of these days, they wii] learn to mtfoilise; one 
of these days, just for the fun of it, they will 
turn to organised mayhem; one of these 
days, for the heck of it, they will, suddenly, 
burst into the genteel tranquillity of air- 
conditioned salons and make a bonfire of 
motifs and designs. That will be some 
bother, which is why it is found necessary 
to set aside funds in the budget for 
distributing saris, gratis, to destitute women. 
And there is just an outside chance that the 
general elections due toward the end of the 
year could provide a jolt to the offspring of 
the affluent. A few amongst them perhaps 
have occasion to glance at the opinion polls 
the slick magazines they patronise have 
fallen into the habit of organising every now 
and then; stray motifs and designs are hid¬ 
den there too Whether the rich have inheri¬ 
ted the earth for ever therefore remains an 
open-ended issue. Some designs may still 
turn out to be non-acceptable, whatever the 
’leading culture persons of the country’ may 
say. 


Published i ss^sa 

Important Titles on IVibal Studies 

Tribal Demography of Goods 
B.G.Banerjee and Kiran Bhatia 

An empirical and fieldwork-based demographic study of Gonds of 
Madhya Pradesh, one of the largest tribal populations in India. With 
chapters on population growth, composition Cond pt^nilation and 
demographic processes of fertility, mortality and migration. 

150 pp 23 cm Tables Rs.120 

Tribal Life of North - Eastern India 
S.T. Das 

The study of the ethnic characteristics, traditions, mythology, dress, 
dwelling, food habits, religious beliefs, art and crafts of the legendary 
Zemi Nagas, Mikirs, Dimasa Kacharis and other ethnk; groups. 


336 pp 23 cm ilius Rs. 225 
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Old Grain Breaks through New Husk 

Deena Khatkhate 


It is not just what Gorbachev has been saying; the whole 
communist world is in ferment. Communists in different places 
are singing different tunes. And yet there is a pattern in their 
differences. The great divide, it appears, is between communists in 
power in the commuriist countries and communists in 
non-communist countries. 


GORBACHEV came, spoke and was con¬ 
quered by bis friendly foes. With dignified 
mien, measured tone and serene face, he 
expounded on the evils that beset his em¬ 
pire, particularly during the Stalin era: 
with a few phrases framed in quotidian 
language, he deideologised the differences 
between the east and the west. He remind¬ 
ed the world that the conflict between na¬ 
tions and systems betrays intellectual im¬ 
poverishment and the world would be a 
decent and better place to live in because 
of the “objective commonality of our 
destiny". The basis of universal peace and 
prosperity, he said, “is the freedom of 
choice as an unexceptional principle and 
if we affirm our adherence to freedom of 
choice, then there is no reason for the view 
that some live on earth by virtue of divine 
will, while others are here quite by 
chance". His punch line, which startled the 
audience and the world at large was that 
“no economic reform is possible without 
matching dismantling of the political in¬ 
frastructure of the Soviet regime". This 
athdst, a banner-holder of communist 
society, was making a confession, as it 
were, before god, of the sins his pre¬ 
decessors in the Soviet land had commit¬ 
ted in the last seven decades. In this 
speech, he swept aside all the contradic¬ 
tions of capitalism, which the high priests 
of communism had made the basic justi¬ 
fication for a communist state. Gorbachev 
came as an apparatchik, a communist 
Mef^istopheles from the cold, but bowed 
out as a prophet of a warm new world. 

Has he made history stand on its head? 
Or has he Just restored a history which 
was toi»y-turvy? Exactly ninety years ago, 
the same cleavage of views haunted the Se¬ 
cond International. The main dramatis 
personae were Eduard Beirnstein, Karl 
Kautsky, Wilhelm Liehnecht, Ignaz Auel, 
and many others from south Germany 
who reinterpreted the Marx-Engels doc¬ 
trine and aqgued that capiulism would 
not decline due to its inner contradictions; 
it would instead reveal a far more robust 
capacity to adapt, as capitalist production 
increased and became varied. They visua¬ 


lised that the general crisis that Marx pro¬ 
jected as characterising the capitalist 
mode of production would simply evapo¬ 
rate. For these reasons the sound demo¬ 
cracies should avoid political power and 
concentrate on betterment of the condi¬ 
tions of workers within the existing social, 
political and economic order. Beirnstein 
went even further; “It must not expect to 
institute socialism as a result of a political 
and social crisis, but should build 
.socialism by means of the progressive ex¬ 
tension of social control and the gradual 
application of the principle of co¬ 
operation. The final goal, no matter what 
it is, is nothing; the movement is every¬ 
thing.” Beirnstein and others of his ilk 
were furiously attacked with the choicest 
epithets which was a staple of communist 
debate and the one who spear headed this 
onslaught was the young Roza Luxemburg 
earning her spurs in the communist move¬ 
ment. Can one hear the echoes of the 
.same debate now in the'speeches of Gor¬ 
bachev before the United Nations? Yes, 
the husk is new. the grain that breaks 
through it is ancient. 

Who is Gorbachev? Is he a mere tech¬ 
nocrat seduced by western affluence, a 
political sissy who sounds the death knell 
of communism as a philosophy that over¬ 
laid the poor man's struggles over the last 
hundred and fifty years for a new millen¬ 
nium? As Markham of New York Times 
asks, is the whole ideology under siege? 
Or is Gorbachev a Russian Jeremiah who 
is transmitting a new message that the 
communist movement is exfoliating, get¬ 
ting invigorated? But Gorbachev is not 
alone; the whole communist world is in 
ferment. The ‘thousand flowers’ are 
blooming. Communists in different com¬ 
munist nations are singing different tunes. 
And yet there is a pattern in their dif¬ 
ferences. The great divide is between com¬ 
munist ruling in communist countries and 
communists in non-communists countries. 

A communist politician in Yugoslavia, 
an early drifter from the communist 
camp, said of the communist regime thoe. 


POTOMAC MUSIINGS 

“The political bosses received their big 
black cars as early as 1946. A differentia 
tion was being created that was quite op¬ 
posed to our ideals and all that propagan¬ 
da. That penetrated deeply into a young 
person!' A Hungarian economist, Berend, 
a member of the Central Committee of 
the Communist Party, learned the hard 
way that “... it is not easy for Hungary 
to bring about a sound change It dropped 
into a Stalinist era with internal-external 
conservatism that blocked the road to 
radical renewal and reform. Communism 
cannot be achieved in our lifetime. It will 
take a long period. Perhaps it would 
always remain an idea!’ A Pole, a Marxist 
theoretician and adviser to the Communist 
Party, renounced the virtue of the tradi¬ 
tional communist movement and believes 
“in the plurality of the socialist idea. It 
is not the monopoly of the communist 
movement. There are different roads to' 
far-away socialist ideas. The Scandinavian 
Social Democracy realised something 
from these ideas!’ 

But Geroge Marchais, a French com¬ 
munist leader, would have nothing of this 
recantation. “1 have never lost faith in 
what I believe—that is, socialism. 1 have 
never lost faith in socialism despite pro¬ 
blems and difficulties!’ Yet another, now 
an editor of a paper in Italy, Daniele BiUi- ' 
Heri, has no remorse: “I have suffered so 
many disappointments. But I think that 
having been a committed communist has 
given me something that no one will ever 
be able to take away from me, something 
that I believe is important for any man: 
a capacity for indignation and rebellion” 

What do these exilic encounters bet¬ 
ween the communists in the communist 
world and those in the capitalist world 
signify? Perhaps you have to be in a com¬ 
munist state to be a non-communist or an 
ex-communist and in a capitalist world to 
be a communist. That man’s quest is 
always for what is not than what is. is an 
eternal verity of human exi.4tence Our life 
is not one-dimensional; it is a sum of so 
many tangible and intangible things and 
pluralism, nut monism, paves the way for 
achieving these diverse pleasures of life 
This is realised only when one nears the 
goal for which the struggle had been so 
hard and so long. This is why those who 
live under communist regimes realise its 
infirmities more than those who perceive 
it from a distance and dream about it. 

If capitalism were to adapt, change and 
usher in a new era of social equality, 
economic opportunity and amelioration 
of the impoverished, why did mankind go 
through the traumas of war, revolution 
and the gory happenings in the killing 


.Miieb II, 1919 


543 



news'? Sfaves tha< we ait of some defunct 
political phllosopbn's. and social engi¬ 
neers. we believe, so it seems in a simpltstic 
vision of the world and social change. 
Power, we were told, flows from the 
ownership of the means of production. 
Then why not transfer the means of pro¬ 
duction to the proletariat, so ran the argu¬ 
ment. The state is the handmaiden of the 
capitalists, then why not make it an instru¬ 
ment of the proletariat, the hitherto ex¬ 
ploited hirelings of the decadent society, 
and anoint them with dictatorship? The 
result was no different. The state, that em¬ 
bodiment of naked power and exploita¬ 
tion, remains true to its nature, whether 
the cla.ss which dominates it is the greedy 
and sleazy capitalist or the vengeful pro¬ 
letariat. Gorbachev’s stirring summoning 
of courage and idealism reveals a pro- 


COM PANIES _ 

CENTURY TEXTILES 

All-Round Progress 

CENTURY TEXTILES AND IN¬ 
DUSTRIES is further diversifying its ac¬ 
tivities. It has secured Rajasthan Electric 
Licence, 1988 from the stale government 
for establishing a thermal power .station 
and to operate it a.s the base load station. 
The state government has directed the 
RSEB to enter into an agreement with the 
company for purcha.se of total energy sup¬ 
plied by it. The company is also exploring 
the possibilities of starting a petro¬ 
chemical project in Maharashtra. Mean¬ 
while, the management has found it 
desirable to change the location of the 
sponge iron project to MP, for which an 
application has been filed. 

The company has performed very well 
during 1988 and the directors have step¬ 
ped up dividend from 24 per cent to 30 
per cent. Sales have risen from the 
ptevious year’s Rs 364 crorc to Rs 455 
crore and overall profit has expanded 
from Rs 40.87 crore to Rs 64.37 crore. 
After taking into account long-term 
capital gain of Rs 1.74 crore (Rs 11.12 
crore) and providing for gratuity relating 
to earlier peiiod amounting to Rs 14.31 
crore (nil), gross profit is a shade lower 
at Rs 52.04 crore compared to Rs 52.35 
crore of 1987. Net profit is considerably 
lower at Rs 11.95 crore (Rs 15.95 crore), 
The enhanced distribution is covered 1.50 
times by earnings as against 2.5 times 
previously. The textile division fared fairly 
well, mainly due to the modernisation and 
renovation piogrammes implemented dur¬ 
ing the la.st few years. Exports of cloth and 
yarn touched a record level of about Rs 80 
crore against R.s 69 crore in 1987. The 
company achieved production of 9,927 
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coAtmunisi regimes ortlici vumertMlUty of 
thrcgpitalisi system. Tirere is no single 
pole.which sustains the human endeavour 
for peaceful existence. It is a muitipoiar 
universe where religion, culture, geo¬ 
graphy, the philosophical moorings, and 
the productive forces all work in unison. 
Harmony and cohesion are assured only 
if these diverse forces, alien to one another 
but not additive vertically or horizontally, 
are given a free reign. Fr^om is the cop- 
ingstonc of any organised social order; it 
may sometimes be restrained, it may at 
times be feeble, it may even be irksome, 
but it should never be allowed to languish. 
And that can happen only if the forces 
that creat are deliberately balanced against 
those which destroy. Not to countervail 
power is to let hell loose on earth. 


tonnes of rayon yarn, in spite of a lock¬ 
out that continued for 70 days, and 
developed several new shades of dyed 
yarn, particularly for furnishing and 
tapestry industry. TVre yarn production 
was 4,439 tonnes, but demand from tyre 
companies continued to be sluggish. 

The chemical division could produce 


tonnes i>icvioiisly,.as ttkegnvemment iiH'.' 
posed severe resirkiions on its sale. The 
supply position of pulp, both indigenous 
as well as imported, remained unsatisfac¬ 
tory. Due to undue dejay and inadequate 
import licences, the peod^tion and quali¬ 
ty has been somewhat affected. During 
the year, rayon and tyre yarn, liquid 
chlorine and salt worth about Rs 9.84 
crore were exported. An export order of 
Rs 11.40 crore comprising supply of plant 
and machinery to Cuba alongwith com¬ 
plete engineering, erection and commis¬ 
sioning of sophisticated tyre cord plant is 
under execution. 

The shipping division acquired four 
second-hand vessels at reasonable prices 
and now owns a diversified fleet of nine 


vessels which include bulk carriers, timber 
carriers, chemical and product tankers. 
The aggregate deadweight capacity of the 
fleet having reached 1,53,829 DWT 
against MRTP sanction limit of 2 lakh 
DWT, the company applied and obtained 
approval of the government to further in¬ 
crease the tonnage to 5 lakh DWT. The 
company has received specific permissions 
from the government for acquisition of 
three more bulk carriers, two in the range 
of 15-25,000 DWT, one in the range of 
25-45,000 DWT, and one product carrier 
of 25-35,000 DWT range 


The Week’s Companica_ (Rs Lakh) 



Century Textiles 

TELK 

Shriram Fibres 


Latest year 
31-12-88 

Last Year 
31.12-87 

Latest Year 
31-3-88 

Last Year 
31-3-87 

Latest War 
30-9-88 

Last Year 
30-9-87 

Paid-up Capital 

2662 

2662 

858 

509 

1035 

1074 

Reserves 

20109 

20309 

53 

69 

5265 

5203 

Borrowings 

24032 

18898 

4088 

3651 

2733 

2881 

of which Tkrni Bonowings 

16628 

12882 

3544 

3315 

2181 

2304 

Gross, fixed assets 

59087 

50013 

1628 

1609 

9134 

9038 

Net fixed as.sets 

38111 

32815 

559 

649 

6221 

6242 

Investments 

1404 

1476 

— 


606 

447 

Current liabilities 

III99 

7952 

1717 

1491 

2255 

1693 

Current assets 

18429 

15469 

2039 

1525 

4811 

4370 

Stocks 

7658 

7226 

972 

604 

1445 

950 

Book debts 

4407 

3289 

886 

806 

437 

1614 

Net sales 

45533 

36406 

2372 

1758 

7955 

7583 

Oilier income 

2657 

1663 

197 

128 

292 

162 

Raw material costs 

10391 

7388 

1915 

1250 

4040 

3883 

\k^es 

7850 

5919 

458 

398 

685 

642 

Interest 

2754 

2237 

500 

484 

342 

714 

Gross profit (-i-)/loss (- ) 

5204 

5235 

-539 

775 

1222 

723 

Depreciation provision 

3709 

3340 

too 

122 

506 

417 

Tax Provision 

300 

300 

— 

— 

ns 

23 

Net profit (-t-)/loss(-) 

1195 

1595, 

-639 

-897 

601 

281 

Investment allowance reserve 

— 



... 

8 

9 

Transfer to reserves 

397 

956 



402 

131 

Dividend 

Amount P 





4 

5 

E 

798 

639 



187 

136 

Rate (per cent) P 


— 

— 


13.50 

13.50 

E 

30 

24 

... 

... 

18 

18 

Cover (times) 

I.SO 

2.50 

— 


3.20 

1.30 

Katios (per cent) 

Gross profii/sales 

11.43 

14.38 

•mtm 


15J6 

9.59 

Net profit/eapital employed 

7.61 

10.41 



16.93 

8.40 

Inveiitories/sales 

16.12 

19.85 

40.97 

34J0 

18.16 

12.33 

Wiges/saies 

17.24 

16.23 

19.31 

22.64 

8.61 

847 
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The cenient uaiu tchMed cwenill im< 
prcncmat in production in cpite of eon- 
ftralnti of unsatisfictory power atuation 
, and poor quality of coal. During the year, 
Manikgarh has also been able to avdl of 
the exemption of sales tax on non-levy ce¬ 
ment sales. Moreover, as this plant went 
into commercial production after March 
1986, it has beconie entitled to excise duty 
relief of Rs 50 per tonn& A letter of in¬ 
tent for expansion, from 8 lakh to 10 lakh 
tonnes per uinum has been received by 
Century Cement Division. In case of 
Malhar Cement, the comi»ny has ap¬ 
proached the government for permission 
to enhance the existing capacity of 8 lakh 
to 10 lakh tonnes per annum by techno¬ 
logical upgradation and modernisation 
and approve installation of a new stream 
with a capacity of one million tonnes per 
annum with latest technology 

Production of writing and printing 
paper was slightly lower at 23,199 tonnes 
against 23,460 tonnes in the previous year 
and of rayon grade pulp 20,958 tonnes 
against 21,306 tonnes, due to inadequate 
supply of timber by the UP government. 
Pulp sheeting machine for the conversion 
of flash dried pulp to sheet has also been 
commissioned. 

TELK 

Low Powered 

TRANSFORMERS AND ELEC¬ 
TRICALS KERALA (TELK) has shown 
a small improvement in its performance 
during 1987-88, but is still far away from 
making a proflt. Value of production 
4 amounted to Rs 27.11 crore against 
Rs 13.94 crore in the previous year and 
sales amounted to Rs 23.72 crore against 
Rs 17.38 crore. but the year’s outcome 
turned out to be another loss, albeit a 
lower one at Rs ^.39 crpre against Rs 8.97 
crore. The loss has been arrived at after 
providing Rs 3 crore for flnance charges 
and Rs 1 crore for depreciation. With the 
fresh loss, the accumulated deficit has 
mounted up to Rs 41.17 crore to stand 
against the share capital of Rs 8.38 crore. 
The company is under a rehabilitation 
programme jointly sporuored by the all 
India financial institutions. State Bank of 
Tlavancoreand tiiegovenunent of Kerala. 
It hopes to achieve a production of Rs 36 
crore this year. Meanwhile, there has been 
good improvement in the market condi¬ 
tions and the demand has picked up, Fur¬ 
ther improvement in donand is antici¬ 
pated with the higher targets fixed for the 
power generation in the 8th Five4bar Plan 
i and the compan(y*s order books are full 
at Rs 34 crmre. 

With the approval ofthe central govern¬ 
ment, the omnpany has entered info an 


agreement witii Hitachi of Japan exten¬ 
ding the collaboration agreement for 
power transformers for a further period 
of 7 years. With the continued association 
with Hitachi, the company expects to 
achieve further cost reduction and quality 
improvement in the manufacture of .its 
products. The project engineering divi¬ 
sion, set up in 1983, has progressed and 
has recently secured some prestigious con¬ 
tracts such as erection of generation sta¬ 
tion equipment for Kallada and Kakkad 
hydro electric projects of Kerala State 
Electricity Board, construction of traction 
sub-station for Western Railway, South 
Eastern Railway, etc. The directors are 
hopeful that this division will contribute 
substantially to the revenue of the com¬ 
pany in the near-future. 

SHRIRAM FIBRES 

Refrigerants on Stream 

SHRIRAM FIBRES’ project for the 
manufacture of fluorocarbon refrigerant 
gases is scheduled to go on stream by 
March 1989. To finance the cost of this 
project, the directors propose to issue ful¬ 
ly convertible debentures of Rs 10 crore. 
An issue of 14 per cent non-convertible 
debentures of Rs 4.4 crore is also propos¬ 
ed to be made to meet the long-term 
working capital requirements. A cor¬ 
porate export department has been set up 
to exploit the huge export potential of the 
fluorocarbon refrigerant gases as well as 
that of existing products of the company. 
This department will spearhead growth of 
international operations of the company. 
The company has secured a letter of in¬ 
tent for production of 12,000 tonnes of 
synthetic glycerine including production 
of intermediate product epichlorohydrin. 
The project will be located in Gujarat and 
significant progress has already been 
made. The company has entered into a 
tie-up with Unitika of Japan for spindcaw 
technology. Erection has already com¬ 
menced and the project is expected to be 
on stream by June 1989. This will increase 
production and profitability. Among the 
R and D activities, the company is imple¬ 
menting a project for the manufacture of 
leather chemicals. 

The company’s major productivity and 
efficiency improvements have yielded 
resulte during 1987-88 as reflected in 
finandal performance even though in¬ 
dustrial rations situation went through 
an uneasy phase in units in Madras and 
Pudukottai. The situation is now under 
control with normal production. On an 
income of Rs 79.33 crore against Rs 75.83 
crore in the previous year, the company 
has earned a grom profit of Rs 12.22 crore 
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against Rs 7.23 crore. These figures show 
a notable increase in profit margins. 
Although necessary provisions have taken 
away more, net profit is Rs 6.01 crore 
compared to Rs 2.81 crore of 1986-87. 
The directors have recommended pay¬ 
ment of an unchanged equity dividend of 
18 per cent which will entail a higher 
outgo. The distribution is covered 3.20 
times by earnings as against 1.30 times 
previously.. 


IN THE CAPITAL MARKET 


Arihant Fabrics 

ARIHANT l-ABRICS is making a public 
issue of 10,20,600 equity shares of Rs 10 
each at a premium of Rs 5 per share on 
March 13 to part finance a Rs 13 crore 
plan of expansion and modernisation, 
which is idready nearing completion. The 
company has already made a ‘rights' 
issue which was oversubscribed. The 
company is doing well in the current year 
and hopes to register a tui nover of Rs 40 
crore and cash accruals of about Rs 4 
crore. With the implementation of the ex¬ 
pansion and modernisation plan, the 
company hopes to achieve a turnover of 
about Rs 75 crore in 1989-90. 

Future plans include modernisation of 
the weaving division by in.stallation of 
additional 24 Sulrer projectile weaving 
machines and setting up of worsted spin¬ 
ning unit of 5,600 spindles in Sangrur- 
district of Punjab for the manufacture 
of polyester and wool-blended and 
acrylic hosiery and knitting yarns. 
Besides, the company also plans to set 
up a wool combing unit with an annual 
capacity of 7,14,000 kg. The total invest¬ 
ment on these plans is expected to be in 
the vicinity of Rs 20 crore. Since the com¬ 
pany went public in 1984, it has always 
paid a dividend of 20 per cent or more. 
Dividend for 1987-88 was 25 per cent. 

The company is simultaneously im¬ 
plementing, in the joint sector with 
PSIDC, a high-tech spinning project bas¬ 
ed on latest air jet spinning technology 
to be imported for the first time in the 
country. The first pha.se of the project 
is estimated to involve a capital outlay 
of Rs 18 crore. The project is being 
financed by equity capital, loans from 
all-India financial institutions and a cen¬ 
tral subsidy. The project is being set up 
in Sangrur district. To part finance this 
project, Arihant Cotsyn will be entering 
the capital market with a public issue of 
equity shares at par sometime in April 
1989. All other financial arrangements 
have been tied up. IFCT has already 
issued a letter of intent for financing this 
project. The unit is expected to com¬ 
mence commercial production by 
July/August 1989. 
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REPORTS 

NEW DELHI 

Assessing the Budget 

BM 

If the budget for 1989-90 takes only halting and half-hearth 
measures to slow down the rush into an internal debt trap, there 
does not seem to be even that much concern about the far greater 
danger of the external debt trap. 


AFTER the presenUtion of the budget 
this year top ofricial$ of the union finance 
ministry have sought to make themselves 
unusually visible, to a point which has 
bordered on unseemly exhibitionism. The 
impression has been sought to be created 
that the budget is a triumph of their good 
judgment and the expertise which they 
had brought to bear on the framing of the 
budget for an economically complex and 
politically sensitive year. The idea ap¬ 
peared to be that the role of the politician 
in the budget-making exercise should be 
shown to have been minimal. The politi¬ 
cian, in these officials’ view, is, after all. 
Incapable of appreciating the complex 
iuucs, both economic and political, and 
is swaged only by political populism. 

The officials’ claim is that, thanks to 
their rok, when everyone expected a ‘soft’ 
budget what had actually been produced 
was a sensible, even a ‘hard’, budget. This 
set of senior officials in the finance 
ministry are anxious also to project 
themselves as very loyal and committed 
to the top political authority. In faa, the 
ranks of the so-called loyal and commit¬ 
ted officials in the ministry are claimed 
, to have been strengthened after the reshuf¬ 
fle of high officials abortly before the 
budget was given the final touches. 

The suggestion that is being advanced 
by these officials in the finance ministry 
is that they persuaded the prime minister 
to back their eflbrts to reorder the govern¬ 
ment’s finances on sensible lines and in 
a way that would give the prime minister 
and the Congressfl) rich political-electoral 
dividends. The claim that they did not let 
other ruling politicians, not excluding the 
finance minister, to interfere overmuch in 
their labours. The public and media reac¬ 
tion to the budget has been carefully 
managed and can be claimed to have been 
on the whole quite favourable. Given the 
media-consciousness of the ruling set-up, 
all this goes down very well with it. 

The fact, however, seems to be that 
finance minister S B Chavan has played 
his cards well and coolly—unlike his 
predecessor last year who played the 
populist game with gusto when he 


presented the budget Tor 1^88-89 even 
though the elections were still two years 
away. Chavan is anyway known for his 
sensible approach to dealing with what¬ 
ever portfolio he happens to hold and his 
stamp on the 1989-90 budget cannot be 
denied, though he has been able to touch 
only the fringe of the problems confron¬ 
ting the economy. His concern with the 
runaway revenue deficit and his reluctance 
to go the whole hog with the ruling party 
on making budgetary allocations for the 
populist schemes pressed on him should 
not be dismissed lightly. He also seems to 
have tried hard to check the rising defence 
expenditure. In all these respects he ap¬ 
pears to have exercised a wholesome 
restraining influence on the prime minister 
who tends to be reckless and impulsive. 
It would appear that in the making of the 
1989-90 budget the prime minister did not 
or could not issue ‘political directives’ as 
he had been prone to do in the past ex¬ 
pecting them to be unquestioningly 
obeyed. This may be only partly because 
of the finance minister’s sober apprecia¬ 
tion of the problems that had to be faced 
in the making of the budget; it may also 
be because the political-moral authority 
of the prime minister has been so much 
eroded that he can no longer run berserk 
and have his way in the government or 
even the party. 

Limited Correction 

Having said all this, what exactly does 
the budget for 1989-90 add up to? The 
budget makes three notable departures 
from the last four budgets of the union 
government. First, the revenue defldt has 
been shown to be lower than the overall 
budgetary deficit. Second, no new fiscal 
' concessions have been given to high in¬ 
come ^ups and corporations and addi¬ 
tional revenue has been raised by taxing 
incomes and goods and services of upper 
class consumption. Third, defence expen¬ 
diture has not been increased, but is pro¬ 
posed to be kept at a level lower than in 
the current year. In these respects the 
1989-90 budget may be said to mark a 


slow down, though certainly not a rever-^ 
sat, of the fiscal imprudence and econo¬ 
mic mismanagement of the last four years. 

The forces at work in the economy and 
polity which stand in the way of even this 
limited effort may yet prevail. Fbr in¬ 
stance, the budget-makers had to resist 
pressures not only from powerful econo¬ 
mic interests seeking additional fiscal con¬ 
cessions and incentives but also from the 
Congress(l) for populist programmes. 
There was the wanton demand by the rul¬ 
ing party, raised in a formal resolution, 
for the allocation of an estimated Rs 3400 
crore for financing a series of give-away 
schemes. The budget-makers must be 
complimented for resisting these piessuies 
and making only relatively modest alloca¬ 
tions to meet these irresponsible demands. 
There will be only Rs 70 aore for the 
ruling party to play around with to 
enhance its electoral prospects—an alloca¬ 
tion of Rs SO crore for distribution of saris 
among destitute women and one of Rs 20 
crore for augmenting expenditure on 
ongoing child services programmes. This 
will be the extent of what a wag has 
described as the state-funding of the Con- 
gress(l) election campaign. The new, in¬ 
tensive rural employment programme pro¬ 
posed to be launched in 120 selected 
districts will surely be misused, but cannot 
be faulted entirely, especially because it 
will be funded by raising additional 
resources to the extent of Rs 500 crore 
from a surcharge on tax-payers with 
armual incomes above Rs ^,000. This 
programme will be in addition to the two 
ongoing employment schemes which are 
proposed to be merged. However, the total 
employment generation, at low levels of 
income, lower than even the statutory 
minimum wage, with a total allocation of 
Rs 1,711 crore (including Rs SOO crore for 
the new scheme) be less than the 67 crore 
persondays generated in 1987-88 as part 
of drought relief operations. 

What is acclaimed as a great achieve¬ 
ment, the showing of the revenue deficit 
to be only Rs 7,012 crore as against 
Rs 9,842 crore in the 1988-89 budget 
estimates and Rs 11,030 crore in the revis¬ 
ed estimates for 1988-89, however, involves 
some statistical jugglery. But for the 
transfer of Rs 2,800 crore firom the oqntal 
account to the revenue account the 
revenue deficit for 1989-90 would have 
been exactly the same as diat in the budget 
estimate for 1988-89, though it would be 
lower by about Rs 1400 erwe than that 
in the revised estimates for the cunent 
year. The question is whether the revenue 
deficit in 1989-90 win be held at the 
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btidi^ 1^ or ft wffl be 

fti the course of the financial year. 

Dancer of Inflation 

The overall budgetary (tefidt that is left 
uncovered is still large and has a con* 
sidenble inflationary potential. Of course, 
there is no need td bother about the levies 
on cars and colour TV sets. S B Chavan 
must be ctmiplimented for questioning the 
relevance of “kit culture based consu¬ 
merism”. But the threat of inflation is not 
to be underrated. The bumper harvests in 
1988-89 notwithstanding, the foodgrains 
buffer-stock stands depleted and there 
have bea large shortfalls in procurement 
of foodgrains from both the rabi and 
kharif harvests. This is the reason why the 
bumper harvests have not made the ex¬ 
pected impression on the supply and 
prices of foodgrains. !n regard to in¬ 
dustrial production and prices too the 
position is uncertain. The nearly across- 
the-board S per cent hike in excise duties, 
which covers 70 per cent of industrial 
goods, the increases in the excise duties 
on and administered prices of such inputs 
as steel and coal and the likely increase 
in the prices of aluminium and cement 
after the lifting of the price and distribu¬ 
tion controls could result in cost-push 
inflation. 

There is thus need for more vigorous 
corrrective action than has been taken in 
the 1989-90 budget. It is wholly facile to 
regard the raising of Rs 530 croie through 
direct taxes on upper incomes and from 
high spenders as a reversal of the pro-rich 
fiscal policies pursued in the last four 
years. The ux adjustments proposed in 
the budget may have caus^ some an¬ 
noyance to the upper classes but they are 
ha^y on a scale to be regarded as a 
departure from the fiscal polidn which 
have marked the eighties. In 1989-90 the 
government will still depend overwhelm¬ 
ingly on indirect taxes which fall on the 
mass of the people as compared to direct 
taxes on the incomes and wealth of the 
rich. The situation has been compounded 
by the further enlargement of income and 
wealth tax essemptions. For instance; those 
who etyoy the benefit of conv^ance 
aOowance jHovided by thdr employers will 
now be entitled to a standard deduction 
of Rs 12,000 instead of only Rs 1,000. 
Deposits up to Rs 5 lakh for bouse con¬ 
struction are to be exempt from wealth 
tax. Capital g«ins from the sale of what 
may be daimed to be Bum land even when 
such land tells within city Omits haw been 
enupted bom tax. In addition, health 
services and hospitals run by business oor- 
pontkns for-the ridi and the well-to-do 
ham been givea large tax benefits. At a 
tftne wfacn the health services meant for 


the general puMte a» test deteriorating, 
the encouragement that is sought to be 
provided for expensive medical care for 
the rich onphasises the government’s 
elitist orientation. Against this the hikes 
in tax rates on cars and colour TV sets, 
luxury hotels and air travel are purely 
revenue-raising measures which will not 
curb the conspicuous consumption of the 
rich. 

The allocation for defendb in the 
1989-90 budg|et at Rs 13,000 crore marks 
a halt to the reckless escalation of defence 
expenditure in recent years. The cut, 
however, is in revenue expenditure and 
there is actually an increase in capital ex¬ 
penditure. Purchase of sophisticatKl arms 
from abroad wilh, therefore, presumably 
continue. Some saving in revenue expen¬ 
diture on defence may be possible if the 
presence of the Indian army in Sri Lanka 
is scaled down. What has been effectively 
brought out is that playing the big brother 
militarily cannot but put unbearable 
strains on the available meagre resources. 
The government's budgetary position has 
become precarious in the last four years 
and the budget for 1989-90 marks only a 
marginal improvement, if at all. This is 
emphasised ^ the fact that the estimated 
interest payments of Rs 17,000 crore in 
1989-90 (up by Rs 2,900 crore over the 
budget estimates for 1988-89) together 
with subsidies totalling Rs 7,472 crore ex¬ 
ceed the central government’s receipts 
from interest receipts, dividends and pro¬ 
fits, loan recoveries, market borrowings 
and external assistance. 

External Debt 

If the budget takes only halting and 
half-hearted measures to slow down the 
rush into an internal debt trap, there does 
not seem to be even that much concern 
about the danger of the external debt trap. 
According to the government’s Economic 
Survey, the outstanding medium and 
long-term external debt of India was 
around Rs 55,000 crore at the beginning 
of 1988-89. Debt service payments (in¬ 
cluding interest and amortisation) are 
estimated by the Survey to be 24 per cent 
of total foreign exchange earnings. In ar¬ 
riving at these estimates the Economic 
Survey claims to have taken into account 
government and non-government debts as 
well as IMF drawings and external com- 
rnerdai borrowings. But these figures 
definitely underestimate the country’s ex¬ 
ternal liabilities. A more complete assess¬ 
ment of India’s foreign indebtedness is 
provided by the Organisation for Economic 
Co-operation and Development (OECD). 
According to the OECD. India’s outsun- 
ding external liabilities at the end of 
December 1987 were $ S0473 million. At 


the current exchange rate of the doUar, this 
would be Rs 80,000 crore. Repayments of 
long-term borrowings due in 1988 are 
estimated to be $ 2,610 million which 
would be equal to over Rs 4,000 crore, 
compared to Rs 2,770 crore estimated in 
the Ecdnomic Survey as the debt service 
liability in 1988-89. The debt service 
liability is thus far higher than the 24 per 
cent estimated in the Economic Surv^. 

OECD statistics show that at the end 
of December 1986 India’s total external 
debt was $ 43,405 million. In other words, 
the country had added as much as $ 7,000 
million to its outstanding external liabi¬ 
lities in 1987. At this rate, the country’s 
outstanding external debt at the end of 
1988 could have grown to $ 60,000 million. 
Debt service payments in 1989-90 would 
thus be correspondingly larger. What is 
extremely disconcerting is the facile view 
that is still being tai«n of the severe strains 
developing in the external sector of the 
economy. Exports are supposed to be the 
panacea, but no account is taken of the 
high costs of export promotion. 

What i.s urgently needed, if the external 
debt trap is to be avoided, is to mount a 
massive import-substitution effort based 
on domestic production and design and 
engineering capabilities for production of 
goods and services for the domestic 
market, especially goods of essential mass 
consumption. This has to be comUned 
with strong curbs on upper class con¬ 
sumption which provides the market for 
imports and import-intensive production 
in the country. Policies designed to create 
special export sectors and zones in the 
economy and special incentives for ex¬ 
porters have been shown to be wasteful 
and counter-productive. Exports have to 
come from surpluses generated at com¬ 
petitive costs in the economy. 

The adjustments in economic policy 
and management which require to be 
made are exactly the opposite of those 
which the developed countries, the inter¬ 
national financial institutions and the 
multinational corporations have been 
pressing for since the early eighties. It is 
necessary to break loose from the shackles 
of the conditionalities which the govern¬ 
ment submitted to at the time of accep¬ 
ting the IMF loan under the extended 
financing facility and which have since 
been strengthened and enlarged. It is 
ominous in this context that the Economic 
Survey refers approvingly to the sup¬ 
posedly concessional nature of assistance 
under the IMFs Structural Adjastment 
Facility and the Enhanced Structural 
Adjustment Facility. Is the government 
preparing the ground for borrowing under 
the IMPS adjustment facilities? 


-/MaMlr II. I9C9 


547 



ibndu Leaf Politics 

0N 

The Madhya Pradesh goveramenPs tendu leaf collection policy 
' which does away with contractors and supposedly restores the 
ti^ts of the tribals over the forests is a clever ploy to weaken the 
BJP support base among forest contractors as also to forestall the 
growing left movement in the region. 


THE dismissal of Arjun Singh brought to 
the field of controversy the MP govern¬ 
ment's tendu (biri) leaf collection policy. So 
far rights to tendu leaf collection were Plot¬ 
ted to contractors, who paid a royalty to the 
fovemment, with wage rates for the collec¬ 
tors being fixed by the government. Shortly 
before his ouster, Arjun Singh announced 
a policy of doing away with the contncton 
and allotting the rights to co-opeimtivea of 
the largely tribal collectors. Advertisements 
in the press claimed that with this step the 
people’s rights over the forests were being 
restored to them. The elimination of con¬ 
tractors, of course, means nothing of the 
kind. The forest has been and remains the 
properly of the state, with the rights of the 
people who live in it being very limited. 

The relations of the collectors to the pro¬ 
duct of their labour will, however, not re¬ 
main as it was. Earlier the collectors were 
clearly workers employed by the contractors 
to whom the rights of collection had been 
auctioned so that the leaves collected beiot^- 
ed to the contractor, and the workers got 
only wages. Now, the co-operatives will be 
given the collecting rights, will organise the 
collection of leaves and, to the extent the co¬ 
operatives represent the collectors, the leaves 
will belong to those^ho collect it. Conse¬ 
quently it will be the product of labour and 
not labour power that will be sold. 

Such a change in the relation of the eol- 
lectors to the product, became clear in BUiar. 
There no co-operatives have been formed but 
the government's Forc,st Development Cor¬ 
poration is buying directly from the collec¬ 
tors. Despite the monopoly buying rights of 
the corporation and the organisation of 
various jobs connected with collecting by die 
corporation, the collectors have the latitude 
of holding back the sale. Crossing state 
boundaries or selling to other parties would 
be illegal, but the charge would not be one 
of taking that which belongs to the corpom- 
tion but that of illegally crossing state boun¬ 
daries with one's goods, as in the case of 
controlled movements of other commodities. 

IWo questions come up in ctmnection with 
this tendu leaf policy. The first is in terms 
of the significance of the diange brought 
about by eliminating the middlem«. While 
the government’s boast that it is restoring 
the forest to its rightful claimants can be 
rejected without much aigument. some trade 
union circles have given a different meanlni^ 
to such ’co-operaiivisation’. In the case of 
elimination of some contractors to labour 
supply in the Dhanbad coalmines. A K Roy 


had held that such co-operatives were an im¬ 
portant source of strength for the working 
class, and even suggested that such co¬ 
operatives were some kind of intermediate 
station in the advance to socialism. The ex¬ 
perience with labour co-operatives suggests 
stnnething quite differmit. In a number of 
these co-operatives what happened was that 
the trade union-cum-political leaders emerg¬ 
ed as the effective controllers of the co¬ 
operatives and, after a while, their practices 
in, say, payment and attempts to control the 
workm, were no different from those of the 
erstwhile contractors, in fact, workers of 
tiuuty such co-operatives approached other 
uniotu to take up their struggle for payment 
of minimum wages, and so on. 

The workers, however, did retain some 
strength in those cases where these co¬ 
operatives were used to advance their strug¬ 
gle for regularisation of their conditions of 
employment. The absence of middlemen 
and the situation where the workers ran the 
co-operatives aided organisation and mobili¬ 
sation for struggle—there was no longer the 
earlier ever-present thimit of being dismissed 
by the contractor for daring to attempt 
organisation or struggle. Ftirther, the fact of 
being directed in work and even being paid 
by the company helped in legally justifying 
the case thm these were in fact company's 
employees, who should be regularised. Pro¬ 
tracted struggle over almost a decade has 
forced the BCCL to regularise these workers 
as its employees. 

What the above experiences show is that 
the labour co-operatives were bmenciai 
where they became instruments for continu¬ 
ing the struggle for regularisation of employ¬ 
ment; but where this did not happen, it 
merely led to the emergence of a new type 
of middlemen from among the ranks of the 
union organisers and political workers. Of 
course, these were only labour supply co¬ 
operatives and had nothing to do with 
organising production. 

The elimination of contractors from the 
business of collecting tendu leaves should 
certainly be welcomed. But to the extent that 
a new class of intermediaries will emerge 
from those who effectively control the co¬ 
operatives, the collecton wilt once again be 
leduced to the position of sellers of labour 
power. Consolidating the benefits of the 
dimination of contractors, requires a 
forward4o(dcing policy, one that builds a 
movnnent for the people’s control of the 
forest and its resoutcea. Standing stiU will 
only cnam that a new dass of intermeiBarics 


does cnwige fo reduce (hi^cotieeion »ike 
previous position. 

The second question that then comes up 
is that of the standard for fixing the remu¬ 
neration for collecting tendu leaves. The 
establishment of a buying monopoly and. the 
seeming absence of a production process 
make the remuneration approxinute a wage, 
a piece-wage. But unlike the case of clear 
wage-labour for the forest department in 
plantation or, even the earlier situation when 
Collecting rights were auctioned to contrac¬ 
tors who engaged the collectors as wage- 
labourers—where the worker has nothing to 
do with the product of labour—in the case 
of tendu leaf collection it is the product of 
labour and not labour power that is being 
sold. How then should the price to be paid 
for the tendu leaves calculated? 

The Bihar government when fixing last 
year's rate at Rs S.SO for a hundred bundles 
of hundred leaves each jiistified this rate by 
saying that an individual could earn about 
Rs IS per day, which was at* that time the 
minimum wage for non-agricultural work. 
The Bihar government’s claim was incorrect 
and, in fact, an individual (not a family) 
working eight hours could not expect to earn 
much more than Rs 6 or 7 on an average 
through the season. But, what is interesting 
is the principle—that even when it is the pro¬ 
duct of labour that is sold, the price paid 
should be such as to yield at least the existing 
minimum wage. Calculation on this restricted 
basis too shows a considerable undervalua¬ 
tion common to all forms of production of 
the forest dwellers. 

Whether it is tendu leaves, whose low 
price yields cheap bins, or chironji used in 
sweet preparations, the producers concerned 
do not even get what would be the minimum 
wage for the hours worked. The devaluation 
of the labour performed is seen in that 
chironji is still, as a rule, exchanged against 
salt. But restive forest populations are forc¬ 
ing upward revisions of the prices paid for 
forest products. The MP government has 
Hxed the rate for tendu leaves for the com¬ 
ing season at Rs IS per hundred bundles of 
a hundred leaves each. This should be com¬ 
pared with the Rs S.SO fixed by the Bihar 
government last year and the Rs 8.S0 in MP 
itself last year. Maharashtra and Orissa pay 
at the rate of Rs 12.90 and Rs 9 respectively. 
The comparatively high rate fixed in MP is 
quite likdy influenced by the reportedly high 
rate Steady prevailing in parts of Bastar, 
where Naxalites have of late been active 
(these parts of Bastar have now been desig¬ 
nated a ‘Special Police District’ in the 
manner of Bihar’s Jehanabad), 

This brings up the political factors in the 
MP government’s decision. While the tribals 
and other forest dwdlert have coine to con¬ 
stitute an obMous base, actual or potential, 
for tlM communist levolutiooaries; the forest 
contractors in MP, cm tfaq (Mher hand, have 
been a base for the BJP. By this move the 
Congress is trying to both wenkm the BJP 
and forestall the spread of tire Naxalhes. 



How the Communists Fared 

Mukundan C Menon 

For the ffnt time since 1952, the left strength in the Tamil Nadu 
assembly has gone up instead of down. The elections have also 
bad an impact on the relationship between the CPI and the 
CPI(M) at the national level as the two parties contested as 
members of rival fronts. 


THE new Tkmil Nadu Assembly, for the first 
time in India, will have MLAs belonging to 
three communist parties, viz, CPl(M), CFI, 
and the newly-formed Indian Communist 
Party (S A Dange-Mohit Sen group). The 
new Ihmil Nadu Assembly will also have for 
the first time since 19S2 the largest number, 
nineteen communist MLAs, belonging to 
these three parties, having fought the polls in 
three rival fronts led by DMK, AIADMK(JL) 
and Congress! I) respectively. 

Before the elections, the three communist 
parties’ option to remain in three different 
fronts caught the attention of many obser¬ 
vers. This was especially so because of break 
between the CPI and CPI(M) for the first 
time after 1980 polls, and the likely impact 
of ICP, with its major unit in'Tamil Nadu 
by virtue of veteran CPI leader, Kalyanasun- 
daram's breaking away from CPI last year. 
The changed alliance pattern by communist 
parties also presented an interesting reading. 

In 1952, a total of 62 MLAs belonging to 
the undivided CPI were elected to the com¬ 
posite Ihmil Nadu state, of whom only four¬ 
teen remained following the creation of 
separate Andhra and Kerala slates. In the 
election fought after reorganisation of states 
in 1957, four communists of undivided CPI 
were elected, their numbers being reduced 
to 2 in the 1962 polls. Following the first 
communist split in 1964, CPl(M) proved its 
might by winning eight seats in alliance with 
the DMK-front, including Swatantra Party 
and Muslim League as partners. The CPI 
contested in 1967 polls without alliances and 
drew total blank. In 1971 however just as the 
CPI(M) in 1967 had remained with the 
DMK alliance to secure 8 seats, the CPI 
join cd the DMK-Congress(R) front to get 8 
seau. And like the CPI in 1967, the CPI(M) 
drew blank by contesting these polls alone 

It was these two elections of 1967 and 1971 
that forced the two communist parties to 
realise the necessity of allying with Dravi- 
dians for their surviral in the subsequent TN 
polls. The later splits in DMK offered the 
communists a larger scope to choose from 
the now multiplied Dravidian parties. Thus, 
in the 1977 Assembly polls, thm were three 
fronts led try DMK. Congress and MGR’s 
AIADMK. In alliance with DMK, the 
aPI(M) secuKd 12 seats while the CPI won 
five seats in alliance with the Congress. For 
the first time after 1964-polls, both CPI(M) 
and involved therasdives in a dn^ ftoni 


led by AIADMK in 1980 polls, to secure II 
and 10 seats respectively. However, when the 
political climate changed again in 1984 with 
the AIADMK moving close to Congress(I), 
both CPl(M) and CPI moved in the opposite 
direction to join the DMK-front. The 1984 
DMK debacle affected the communists, with 
the CPI(M)’s strength coming down to five' 
and CPI’s to two in last assembly. 

In January 1989 elections, CPl(M) re¬ 
mained with DMK front to win 15 of the 
total 20 seats it contested, which is the big¬ 
gest score of any communist party in the 
Tamil Nadu assembly after 1957. The CPI 
won three of the total 12 seats allotted to it 
by AIADMK(JL) front, although it con¬ 
tested yet another seat in violation of its 
understanding with Jayalalitha. The ICP 
aligned with Congress(i), for the first time 
since 1977 to exhibit a Congress-Communist 
alliance in TN, to win only one of the total 
nine seats contested. 

Also, for the first time in Thmil Nadu, a 
communist candidate W R A^radarajan 
from Villivakkam seat in Chingelpet district 
emerged victorious with the biggest margin 
of votes in the state—a margin of 59,421 
votes more than his immediate AIADMK(JL) 
rival V Balasubramaniam, among 28 other 
candidates. The Villivakam seat, with a 
predominant labour population and won by 
CPI(M) in 1984 also as a DMK-ally, has the 
largest electorates of 3/43,713 in the state and 
recorded the highest polling of 2,15^73 votes 
this time. 

Sharpening CPI-CPI(M) Differences 

The 1989 Thmil Nadu election has had an 
impact on the CPI-CPl(M) relationship at 
the national level following their contesting 
the polls in two rival fronts of AI ADMK(JL) 
and DMK respectively. Both being in 
AIADMK front in 1980 and DMK front in 
1984 polls, fell apart on the question of 
DMK’s seat allocation to CPI this time. The 
DMK refused outri^t to allot more than 
five seats to CPI as against their claim for 
20 seats. At the same time^ the DMK allmted 
20 seats for CPI(M) against their demand 
for 30 seats. DMK's rejection of the CPI de¬ 
mand was based upon tim split within Ihmil 
Nadu unit of the party last year when the 
veteran CPI leader, Kalyanasundaram, broke 
away to form later, the Indian Communist 
Puty under S A Dange and Mohit Sen, and 
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to fight the present poll within Congr«ss(I) 
front. 

What enranged the CPI even more was 
CPl(M)’s gaining the sitting Tiruppur 
(Coimbatore) seat of CPI in the last 
assembly, and the Vasudevanellur (SC 
reserved seat in Tiruneiveli district) where 
CPI stood second in 1984 polls. According 
to Ikmil Nadu CPI leaders, they would not 
have left the DMK front had they been allot¬ 
ted a total of seven seats, including the 
Tiruppur and Vasudevanellur seats. Accor¬ 
ding to CPI leaders, if at all CPl(M) was 
sincere about left unity, it should have tt> 
support CPI’s demand on at least CPl’t 
traditional seats. It was also pointed out thtt 
V P Singh sought the interference of THugu 
Desam leader NTR, who despatched 
P Upendra, to bring about a settlement <m 
seats allocation between DMK and Janata 
Dai at the last moment. 

According to Mohit Sen, general secretary 
of ICP, it was actually N T Rama Rao, under 
CPI(M) influence, who prevailed upon 
Karunanidhi “not to trust CPI and to humi¬ 
liate them to the finish’’. Mohit Sen also 
disclosed that it was, strangely, Ramakrishna 
Hegde of Janata Dal who came to the rescue 
of the desperate CPI to parley with Jaya¬ 
lalitha and to get them included as one of 
her Front allies at the last minute. 

Tamil Nadu ('PI(M) leaders, however, re¬ 
ject ail these charges. According to them, 
nobody could interfere to support the 
“unrealistic demands’’ of CPI whoM 
strength, in reality, has reduced in Ihmil 
Nadu following the split last year. On the 
other hand, CPl(M) leaders critidle the 
desperation of CPI in taking the shelter 
under Jayalalitha, “whom the Congiess(l} 
can purchase any time”, for the sake of con¬ 
testing, and not winning, seven more seats 
instead of “contesting and winning the five 
seats offered by DMK...’’ 

This charge of CPI(M) has been later pro¬ 
ved by the results to a large extent. Out of 
the 13 seats contested by CPI (12 with 
AIADMK(JL) support), they could win only 
3 seats losing deposits in five. (The ICP lost 
their deposit money only in three seats.) In¬ 
terestingly, only the DMK and the CP1(M) 
candidates who lost the polls could secure 
their deposit money, while all oth<»' parties 
had their bunch of deposit losers, in¬ 
cluding Congress(l), AIADMK (Janaki), 
AIADMK(JL), CPI, BJP and even Janata 
Dal backed by DMK 

Four constituencies witnessed direct bat¬ 
tles between CPl(M) and CPI—Tirun>ur. 
Cudallur. Mettur and Vasudevanellur. The 
ICP candidates confronted the CPI in two 
seats—Matmargudi and Kovilpatti—and the 
CPI(M) in Thondamuthur. Thus, the com¬ 
munist candidates fought against each other 
in seven constituencies, ironically, none of 
the 232 .seats witnessed confrontations 
among all the three communist parties’ 
nominees. 

Out of the four seats in which CPl(M)- 
CPI candidates contested against each other. 


549 



'’tfie most pr«itigiou8 and fiercdy fought 
battle was at Tiruppur (Coimbatore district) 
—art epicentre of banian production in 
' south India and a traditional communist 
trade-union centre. Against CPI’s sitting 
MLA, Tiruppur K Subbarayan, backed by 
AIADMK(JL) front, CPI(M) fielded its 
DYFI leader, C Govindaswamy, with DMK- 
front support, Govindaswumy polled 55,481 
votes to Subbarayan’s .)8,102 voles, (in 1984, 
with DMK'CPKM) support, Subbarayan 
had potted 51,874 votes against the undivid¬ 
ed AlADMK notninee's 50,634 votes to win 
Tiruppur.) 

In the other three seats which witnessed 
direct CPI(MI-C'PI haiiles, CPI(M) won 
Mettur (.Salem district), where the CPI lost 
its deposit. In the othci two .seats of Vasu- 
devanellur (Tiruiicivcii district) and Gudailur 
(Nilgiri district), the CPI(M) stood second 
to the victorious Congress(I) candidates, 
while ('PI remained in the third poor posi¬ 
tion in both. Out ol the 20 scats it contested 
thcCPI(M) retained four scats, won It (seven 
from AlADMK, two from CongFess(l), and 
one each from CPI and an independent), it 
lost five seats, including its sitting Thiruvat- 
tar seat in Kanyakumari district, all to Con- 
gress(I) candidates. 

The CPI, of the 13 seats it contested^ re¬ 
tained one of its two sitting seats (Thiru- 
thuraipoondi reserved scat in Tanjur 
district), wrested two from the Cangress(I), 
and lost six scats to DMK. two to CPl(M) 
and two to Congress(l). Interestingly, at 
Ramanaihapuram (Ramnad district) consti¬ 
tuency where the CPI broke its alliance with 
AIADMK(JL) to field its t3th candidate, 
they put the poorest show bagging only 218 
votes as against Jayaialitha’s candidate. 

The only .seat that the ICP won was Pen- 
nagaram (Dharmapuri district) by a slender 
margin of 943 votes, with AIADMK(JL) 
candidate supported by the CPI remaining 
a close second. This seat was won by the 
AlADMK in 1984 with the CPI standing se¬ 
cond. While the iCP wrested this seat from 
AlADMK, it lost tour seats to DMK, two 
to AlADMK and one each to CPI(M) and 
CPI, out of the total nine seats it contested. 

Meanwhile, the communist syndrome in 
the Tamil Nadu polls and the CPl(M) 
general secretary E M S Namboodiripad's 


critkism on CPi tor creating dintnlty withiiii 
non-Congress parties,. came in for stout 
criticism from not only state CP) leaders but 
also from Kerala CPI leaders where both 
CPI and CPI(M) remain as ruling LOF part¬ 
ners. Namboodiripad had specifically men¬ 
tioned CPI’s role in opposing the “biggest 
and largest non-Congress parties" of DMK 
in lamil Nadu and TDP in Andhra Pradesh. 
The CPI’s Kerala unit also took ‘’CP!(M)’s 
backstabbing of CPI in Tkmil Nadu’’ quite 
.seriously since the communist movement in 
Dimil Nadu has traditional links with this 
neighbouring left-belt state. In the current 
polls in Tkmii Nadu, for example, both the 
CPI(M) and the CPI fielded a large number 
of Keralites as their nominees. (In one seat. 
Gudailur in Nilgiris, two Keratites— 
T P Kamalakshan and A Belli—were fteided 
respectively by the CPI(M) and the CPI and 
only due to division in communist votes did 
the Congress(I) candidate, M K Kareem, win 
the seat by a small margin of 1,280 votes.) 

At the same time, the CPI(M)-CPI break 
in Ibmil Nadu after a gap of nine years came 
as a blessing in disguise to the .\ndhra 
Pradesh unit of CPI, against whose anti- 
Telugu Desam stand, the CPI(M) has been 
making an effective campaign nationwide. 
CPI(M) leaders continue to charge that the 
CPI’s anti-TDP policies in the stale was en¬ 
dorsed only belatedly by the CPI national 
leadership and has not yet found support 
from the party’s other state units. The famil 
Nadu scenario strengthened CPI’s Andhra 
Pradesh unit. Reacting to Namboodiripad’s 
criticism on CPI in Tamil Nadu and Andhra 
Pradesh, the Kerala state secretary of CPI 
and former chief minister. P K Vasudevan 
Nair, said; “As against the CPI(M) policy, 
the CPI strongly believe that mere support 
to the repressive and corrupt policies of NTR 
government, on the ground that it is a non- 
Congress government, will not strengthen 
either the movement against Congre.ss(l) nor 
promote the cause for left unity". Vasudevan 
Nair wanted Namboodiripad to undertake 
"a process of rethinking" to correct the 
CPI(M)’s stand in these states to narrow 
down the existing differences between the 
two communist parties. 

Also, there was a ’crisis of conscience’ 
among the rank and file of the newly-formed 


ta>. M fay RndyM ii 'gimi 
ing with theTNCCCDtod by G K Mot^wnar. 
This was because of the ’landlord class' 
character’ of Moopanar, who with his tomiiy 
members controls large tracts of surplus land 
in benami deal. The veteran Kalyanasun- 
daram had led one of the biggest agitations 
on the agrarian front in Ikmil Nadu against 
the benami landholdings of landlords, and 
the major thrust of that agitation was 
against Moopanar and his family members 
in and around the Panasam constituency 
(Ihnjur district) from where Moopanar got 
elected, by a slender margin of 1,092 votes 
this time, interestingly, the same ICP follo¬ 
wers, who still face criminal cases and some 
of them even convicted recently for the anti- 
surplus land agitation against Moopanar, 
canvassed vigorously for Moopanar’s victory 
at Papanasam under the Congress-ICP 
alliance. 

While admit ting Moopanar as a landlord, 
Mobil Sen rejected the ‘crisis of conscience’ 
among ICP members. “Since we firmly 
believe in the policy of unity and struggle 
with Congress(l), our anti-landlord prin¬ 
ciples and struggles will never make us blind¬ 
ly anii-Congrcss", he told this correspon¬ 
dent. “Although Moopanar is a landlord, he 
inever refused to align with our anti-landlord 
party in the polb.; at the same time, the Con¬ 
gress) 1) election manifesto in Tamil Nadu 
kept very many points for land reforms 
which anybody can implement against the 
landlordsV 

Although the ICP could win only one seat 
to the Tamil Nadu a.ssembly, their breaking 
away from CPI reduced the CPI strength in 
many scats as the poll re.sults showed. It was 
becau.se of the ICP factor that CPI can¬ 
didates Inst their deposit money in at 
least three constituencies and despite 
AlADMK(Jl,) support to them. The CPI 
leaders also had to do some explanation for 
the debacle in certain other seats like Then! 
(Madurai district), where the AIADMK(JL) 
stood only third behind the DMK and the 
Congress)I), despite the undivided AlADMK 
winning the seat in 1984 and the CPI can¬ 
didate remaining second. The same is true 
in the Peravurani seat (Tanjur district), where 
the AlADMK) JL) stood third (behind Con- 
gre$s(l) and DMK) this time, as against 
undivided AlADMK candidate winning the. 
seat and the CPI occupying second poiitigb 
in 1984 polls. 
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a: ‘Sworn Heir’ 


MSSlWian 
Geelha V 


One of the major reasons why in the Tkmil Nadu assembly 
elections Jayalalitha was able to legitimise herself as the true heir 
to MGR's mantle while Janaki failed is that Jayalalitha and 
AIADMK(JL) used certain cultural presuppositions of patriarchy 
elaborated and reified by MGR. 


iN the political context of Ihniil Nadu, 
using patriarchal values to seek political 
legitimacy is not new. The DMK likened 
the Ikmil language to a beautiful woman 
of everlasting youth and asked the Ikmils 
to defend her ‘chastity*. MGR converted 
many an independent woman into toe¬ 
touching wives on the screen and endeared 
himself to the masses. 

The January election for the Tamil 
Nadu state assembly established Jaya¬ 
lalitha as a new leader in Tamil politics. 
How did Jayalalitha legitimise herself a.s 
a true heir to MGR’s mantle, while Janaki 
failed? One of the significant reasons is 
that Jayalalitha and the AIADMK(JL) 
consistently used certain cultural presup¬ 
positions of patriarchy elaborated and 
reified by the DMK and MGR. One of the 
chief means by which patriarchy within 
Ikmil culture reaffirms itself is by objec¬ 
tifying womanhood into mutually oppos¬ 
ed images—the faithful wife who trans¬ 
gresses the limits set her by her husband 
at her own peril, and the loving paramour 
who constantly assures the man of his 
virility and potency; an endorsement the 
wife in her ‘chaste’ married status cannot 
openly give. Jayalalitha .successfully work¬ 
ed within the scope of these assumptions 
and cast herself as MGR’s faithful heir. 

The AIADMK(JL) vigorously cam¬ 
paigned that if Jayalalitha was in politics, 
it was because it was the sphere chosen for 
her by MGR himself. The following 
speech by her at Bodinayakanoor, her own 
constituency, on January 19, is typical of 
all her major election speeches: 

MGR, the levolQtionary leader, groomed me 
for politics. He identified me as the person 
capable of undoing that evil force called 
Karunanidhi. 

There were attempts to murder me and there 
were several other difficulties. 1 gave resigna¬ 
tion letters to our revolutionary leader thrice. 
I requested him to allow me to quit Rajya 
Sabha membership and politics. 

But he made me promise over his mother’s 
picture that I would never quit politics. If I 
am still In potttics, it is to keep that promise. 
The AIADMK(JL) daily NamatHu 
MGR carried articles day in and day out 
reinfoiting this line of argument. The 
message in one of the election adver¬ 
tisements released by the AlADMKfJL) 


was presented as if it was spoken by MGR 
himself. It read; 

But for you, who is my political heir? 1 have 
brought you to politics to lead the party and 
uphold my principles after me. Seven years 
ago, I iniroduced- you to politics at the 
lunrultuous Cuddalore conference. It was a 
historic moment when the cadres went 
ecstactic with joy seeing you next to me and 
watching that mammoth rally... 

As my political heir, you should establish my 
rule again... 

The advertisement also carried a 
photograph of Jayalalitha and MGR 
holding a silver sceptre. 

Here wc see Jayalalitha being recreated 
as a heir. She is not only identified as a 
dutiful offspring but also as ‘shakti’ 
capable of destroying ‘evil’. The rather 
dramatic act of swearing allegiance to 
party politics over MGR’s mother’s 
photograph further legitimises her future 
role as political leader. This act of swear¬ 
ing automatically places her within the 
genealogy of MGR’s ‘lineage’. Thus not 
only are feudal and filial sentiments 
played upon, but the mythical potency 
and dangerous sexuality traditionally 
associated with the ‘other’ woman, no less 
one who is to rule, is thereby transform¬ 
ed on the one hand and neutralised on the 
other. 

Jayalalitha is a woman, then, venturing 
into the treacherous world of politics not 
on her own but because of the authority 
of MGR which protectively hovers over 
her. The silver sceptre here has to be seen 
not merely as a symbol of political 
authority but as a phallic symbol as well. 

It is significant that Jayalalitha and the 
AIADMK(JL) presented Janaki as a 
woman who transgressed the boundaries 
set for her by MGR, a man to whom she 
was married for over two decades. 
Jayalalitha said in meeting after meeting. 
Till his death, the revolutionary leader, MGR 
did not allow Janaki to enter politics. But 
af:er his death, contrary to his wishes, she 
entered politics. She broke the party; allow¬ 
ed the AIADM K government to be dissolved. 
If MGR was alive, would Janaki have entered 
politics? Would MGR have allowed this? 

The MADMKIJL) daily Namathu 
MGR produced further evidence of 
Janaki’s ‘unfaithfulness’ to MGR. It made 


much of the fact that Janaki wore silk 
sarees, flowers and kumkumam, and pos¬ 
ed for photographs after MGR’s death, 
“hoping for a coronation’’. Janaki was 
thus seen as not only a tran.sgressor but 
a home-breaker as well; one who had let 
her husband’s carefully constructed house 
collapse, Namathu MGR probed into 
Janaki’s past and noted that she had been 
married once before and had a son by the 
earlier marriage. It argued, “If MGR ac¬ 
cepted her and gave her a new life out of 
his magnanimity it does not mean .she is 
chaste”. In marriage and out of it Janaki 
was guilty and had broken monogamous 
societal norms. She was .seen as being un¬ 
worthy of MGR and her claim.s to MGR’s 
mantle were always already illegitimate. 

The AIADMK(J) could not easily 
counter such propaganda lor a variety of 
reasons. First, the values which the 
AIADMK(JL) used as a yardstick to deny 
Janaki legitimacy in society and politics 
were the very same values propagated by 
MGR in his films and politics. To oppose 
these values and still use MGR’s name in 
election propaganda was obviously an im¬ 
possibility for the AIADMK(J). Secondly, 
though the AIADMK(J) attempted to 
portray Jayalalitha as ‘unchaste’ by 
highlighting her relationship with a Tclugu 
film actor, they could not sustain such a 
campaign. Given MGR’s cio.se relation¬ 
ship with Jayalalitha, such a campaign 
would only serve to defile the image of 
MGR who had steadfastly defended 
monogamy and chastity as the foremost 
of ‘womanly virtues’. Thirdly, Jayalalitha 
being single, had relatively more freedom 
even within the sphere of values within 
which both factions operated, compared 
to a married Janaki. The norm.s of 
monogamy could not be used against 
Jayalalitha, while they served as a potent 
weapon in the hands of Jayalalitha agaittst 
Janaki. Interestingly, Jayalalitha was 
politically projected as Setvi Jayalalitha. 

It is rather unfortunate that Jaya- 
lalitha’s independent political initiative 
should have grown out of an arch patriar¬ 
chal context and assumed its specific 
values. Even more unfortunate is the fact 
that substantial support for Jayalalitha 
came from women voters. While it is 
tempting to read in this .support solidari¬ 
ty in sisterhood, it remains a fact that 
Tkmil cinema and its consequent political 
culture maintain a hegemonic hold over 
Tamil sensibilities; and the Tamil women 
are the ultimate victims. 

When corresponding with the 
Circulation Department, subscri¬ 
bers are requested to mention their 
subscription numbers. 
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labour: Bengal Lamps Affair 

Bfaen Roy 

The Bengal Lamps issued a notice of closure of work in January 
om the grounds that the company was facing a financial crisis. 
The workers have pointed out that the crisis is of the compmiy's 
own mstking and demanded that the government examine the 
situation. The government, however, appears to be more keen on 
hoping the management obtain more funds. 


THE Bengal Electric Lamps (popularly 
known as Bengal Lamps) captured the 
h^Unes in Calcutta dailies for a con¬ 
siderable period. The reason was a fierce 
controversy between ex-PWD minbter 
Jatln Chakraborty and the chief minister 
Jyoti Basu on the former’s allegations that 
tte Left Front government in ytesi Bengal 
had shown undue favours to the company 
at the behest of the chief minister. The 
controversy almost threatened the unity 
of the Uft Front. The CPI(M) as well as 
the majority of the Left Front considered 
the allegation as a slander against the 
chief minister. Though the controversy 
was not fully and finally resolved, it led 
to the ouster of Jatin Chakraborty from 
the ministry. It should also be mentioned 
that the chief minister’s son was a former 
eniployee of Bengal Lamps. This back¬ 
ground is important to understand la^r 
developments. 

The management of Bengal Lamps 
suddenly issued a notice on the night of 
January 7, for 'suspension of work’ at its 
fhetory at Jadavpur, a southern suburb 
and its corporate head quarter at Fairly 
Place situated in downtown Calcutta. Hie 
reason for such 'work suspension’ was 
ascribed to ’Hnancial crisis’ of the com¬ 
pany. In its cryptic notice, the details of 
'fiiiMcial crisis’ were not explained. 

Bengal Lamps has two units—one at 
Calcutta and another at Bangalore. The 
factory at Calcutta is not only older but 
also the main production centre. It 
employs about 1,000 workers and manu¬ 
factures electric bulbs which have much 
goodwill in the market. The ownership 
and the management of the company 
belong to a Bengal family of Roys. I^m 
the controversy mentioned above, the facts 
which have come out are the V^teit Bengal 
government favoured the company with 
bulk orders. There is nothing wrong in the 
government’s help to a ’sick industry’. But 
whether Bengal Lamps is ‘sick’ is a ques¬ 
tion to be considered. 

The factory has two unions—The Bengal 
Electric Lamps Workers’ Union, affiliated 
to CITU and another The Bengal Lamps 
Shramik Panchayet. The second union 


though founded by Congress elements is 
not, at present, affiliated to INTUC; The 
majority of the workers are organised in 
the CITU-led union which has a long 
tradition of militant struggles. The union 
at the company’s head office is also led 
by CPl(M) people and affiliated to the 
Mercuitile ^deration. 

The president of the CITU-led union 
and the secretary of the company’s Head 
Office Uruon, both publicly complained 
of the llnancial irregularities of the mana¬ 
gement. A lengthy article, in this respect, 
has also been published in Ganashakti, 
the local daily of the \^bst Bengal CPI(M). 
The main contention is that the company 
is not ‘sick’ and the management is fully 
responsible for the ‘financial crisis’, if ther 
be any. The article also asserted that there 
was no justifiable reason for issuing notice 
of ‘work suspension’. 

From the balance sheet of the company 
for the last ten years, it is found that dur¬ 
ing first six years, the total profit earned 
by the company amounted to about 
Rs 2.27 crore. In the next four years, the 
total loss amounted to about Rs 2.10 crore. 
Therefore, the net profit during last ten 
years comes to about Rs 17 lakh. Besides 
the fact that the company’s balance sheet 
is not always dependable, it is an ir¬ 
refutable faa diat according to company’s 
own figures, it has earned Rs 17 lakh as 
profit. 

Secondly, the total number of electric 
bulbs manufactured by the company iii 
1980-81 was 2.2S crore; in 1986-87, the 
production rose to 2.43 crore, that is, the 
production increased by 20 lakh. In 
1980-81, the total sale of the compare was 
Rs 11.65 crore The sale inoeased to 
Rs 21.13 crore during 1986-87, that is, the 
sale increased by more than Rs 10.50 crore. 

The last wage agreement of the com¬ 
pany was arrived at in 1980-81. Since then 
there has been no further wage agreement. 
Moreover, the management of Bengal 
Lunps did not implement the agreement 
that was arrived at in 1987 for engineer¬ 
ing industry, it simply mews that there 
has been no escalation of cost in respect 
of l^K>ur staff during the last seven or 
eight years. On top of it. during this 


pniod, Ihe nunnto of pemuiM Bands 
has decreased from 749 to 577. It seems 
that the company has to spend less in res¬ 
pect of labour .staff. The factory at Jadav¬ 
pur is not equipped with new machinm. 
The worken have to carry on thor work 
with out-dated machines, many of which 
were installed in 1932. So, if the workers’ 
complement is less and production is 
more, it means increase in work-load. 

Some other facts need be mentioned. 
The management has several selling agents 
of which Belrex and Lumen India are the 
main ones. It is understood that both 
these companies are promoted by the 
relatives of tlje Roys and are the main deb¬ 
tors of the company’s Rs 5.58 crore out¬ 
standing debts at the end of June 1987. 
It should also be noted that in 1982-83, 
the outstanding debts were about Rs 3.53 
crore; it rose to more than Rs 3.77 crore 
in 1983-84. It further rose to about Rs 5.58 
crore in 1986-87. Further, the company 
has also shown in its account a sum of 
about Rs 1.75 crore as loans and advances. 
It is not known to whom the loans and 
advances have been given. If these two sets 
of figures are added, the company’s total 
dues stand at about Rs 7.50 crore. The 
management took few steps to realise all 
these dues. But without realising these 
dues, the company has incurred a loan of 
Rs 9 crore from different banks. In 
1986-87 alone, the company had to pay 
interest for these loans amounting io 
about Rs 1.39 crore. Moreovei, the com¬ 
pany has about Rs 5.70 crore in its reserve 
and surplus account. All the above facts 
clearly show that the company is neither 
sick nor unprofitable. The facts reveal bad 
management and financial irregularities. 

The management complains of want of 
working capital. It has asked for Rs 5 
crore aid from the Industrial Reconstruc¬ 
tion Bank of India for running the fac¬ 
tory at Jadavpur. The union’s spokesper¬ 
sons find no justification in asking aid 
from IRBl and other banks. 

After the ‘work suspension’ notice 
issued by the management, the labour 
minister of West Bengal declared that the 
notice was unjustified and asked the 
management to withdraw the notice: 
Many tri-partite and bi-partite meetings 
were held since then with little benefit to 
the workers. But, it is strange that the Left 
Front government, especially its finance 
minister took energetic initiative in help¬ 
ing the management of Bengal Lamps 
from procuring loan from IRBI and other 
nationalised banks. It is reported that 
some nationalised banks have refused to 
sanction any loan for Bengal Lamps. It 
is further reported that the IRBl and some 
other nationalised banks are examining 
the papers and the accounts of Bengal 
Lamps. 
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OimnfM An tat ‘woric suspension*. It is 
tnotiiCT name for lock-out. One fails to 
understand why the Left Front govern¬ 
ment should make undue efforts for 
securing loans for Bengal Lamps, espe¬ 
cially when the union spokesmen have 
complained of many financial irregulari¬ 
ties of the management. From different 
reports, it seems that the West Bengal 
government has not investigated in depth 
the financial position of Bengal Lamps. 

Lock-out has become a regular feature 
in West Bengal. Another adjacent factory, 
namely, Sulekha Work.s Limited which is 
run by a Bengali management has recently 
been locked out. 

A tendency on the part of the manage¬ 
ment has been observed in recent times. 
The industries at the outskirts of Calcutta 
or in its suburbs are situated on vast tracts 
of land originally bought at nominal price 
many years ago. There is a vast area of 
empty land adjacent to the factory. In the 
meantime, the price of land has escalated 
a thousand times. The management dec¬ 
lares lock-out or makes an industry sick 
and tries to sell the land at its dispo.sal and 
wants to build multistoried buildings 
because such a step would bring them 
more profit. 

But this part of the game of the mana¬ 
gement is not sufficiently exposed. The 
management of Bengal Lamps also wants 
to sell about seven acres of land adjacent 
to its factory. The union has objected to 
such attempts on the part of the manage¬ 
ment and the state government has not yet 
given permission to the management to 
sell the land. 

However, despite all help by the stale 
government for procuring loan for the 
Bengal Lamps and despite its direction to 
the management to withdraw the notice 
for 'work suspension’, it ultimately agreed 
to open the factory with nine men only 
after one month, that is, from February 10. 
These nine men included a management 
staff and the labour welfare officer. Sixty- 
one men had been working even during 
the period of ‘work suspension’ to keep 
the furnace running as the union did not 
allow the furnace to stop running. This, 
to say the least, is a ridiculous form of 
abiding by the government’s direction for 
opening the factory. 

The management promised to inform 
the union by February 13 as to how the 
rest of the workers would be absorbed in 
phases. But the president of the ClTU-led 
union complained that the union was kept 
in the dark. Till February 22, only 157 
men were absorbed by the management. 
That is about tm wee^ afier the so-called 
re-opening of the factory, only about 10 
per cent of the total workers were absorb¬ 


ed. Even under IImM dtcumuancea, when 
the management and die union met the 
labour minister on February 22, he only 
advised the management and the union 
to go to the banks and discuss with the 
officials about the prospect of getting 
financial assistance after submission of 
the interim scheme. 

The Bengal Lamps affair seems to indi¬ 
cate that the Left Frot government is 


ON January 30, while our nation was 
celebrating the martyrdom of Mahatma 
Gandhi, a significant, non-violent, dis¬ 
obedience movement and a satyagraha by 
thousands of oustees of the Sardar 
Sarovar Project (SSP) were initiated near 
the multi-crore project, demanding basic 
freedom of expression and right to live. 
The laws which ought to enhance the 
freedom and quality of life of the people 
are sought to be abused by insensitive 
authorities to silence the oustees of SSP. 
True, the .satyagrahis were not brutally 
beaten up as the white sahibs would have 
done before independence. But the brown 
sahibs also continue to silence the people 
who have long-standing and serious 
grievances. 

Some villages at a distance of 9 to 10 
kilometres away from SSP were notified 
as prohibited areas. The Official Secrets 
Act was also clamped on iPvillages which 
makes it an offence to enter the villages 
without obtaining entry passes. Ibchnical- 
ly even the residents of the villages require 
passes but the authorities close their eyes 
to this fact if the residents wholeheartedly 
support the SSP and the way it is imple¬ 
mented. As soon as they begin to qumtion 
the benefits of SSP compared to the pro¬ 
hibitive costs of it and the wisdom of 
needless squandering away of national 
resources, the Official Secrets Act comes 
into force. As soon as the oustees demand 
a just, fair and equitable rehabilitation, 
'.he Official Secrets Act is used to gag 
them. 

Many of the people of the 11 villages 
had lost their lands as the same had been 
acquired lor the public purpose of building 
Sardar Sarovar. What was the compeim- 
tion they received? An insult to civilisa¬ 
tion. A mere Rs 80 per acre, because the 
oustees were helpless, illiterate and poor 
tribals. Even 28 yean of complaining have 
not brought the tribais any relief. The 
lands of Patidars and Rajputs are acquired 


powerless before the offensive of the 
employers, whether they are multinationals, 
monopolists or middle bourgeoisie. So, no 
policy of appeasement to employers can 
help to improve the situation. The CITU 
and other Left trade unions as well as the 
Left Front have to ponder seriously about 
devising ways and means for unitedly 
fighting the offensive of the employers 
against the workers. 


for other public purpo.ses at a price of 
Rs 20,(XX) per acre. The oustees were pro¬ 
mised a paradise on their shifting from 
their native villages. Those who shifted 
eight years ago learnt to their great grief. 
that the promises were no more than a 
puff of foul breath. The imposition of the 
Official Secrets Act was the authorities’ 
reply to the stream of complaints of the 
oustees. 

The inhabitants of the II villages have 
a right to be issued entry and exit passes. 
But no such thing has bwn done. Nor are • 
the villagers told where they can obtain 
entry passes. Most of the villages which 
have been brought under the Official 
Secrets Act are inhabited by primitive 
tribais living in kacha houses. The Kevwiia 
Colony township is also a prohibited area 
under the Official Secrets Act. Thousands 
of people are entering the prohibited areas 
inadvertently every day as dozens of state 
transport buses pass through the prohi¬ 
bited areas. Tiiere is a police station, a bus 
station, a hospital, a school, a number of 
rest houses and a market or two in the 
prohibited area. Is the notification bring¬ 
ing a police station, a ho.spital, a school, 
market.s, and a bus station under the Of¬ 
ficial Secrets Act reasonable? How prac¬ 
tical is it to insist that members of mar¬ 
riage parties and funeral processions in 
the 11 villages obtain passes? Did the 
authorities apply their mind at all while 
they clamped the act on the residential 
areas? The Boat Club touching the Cen¬ 
tral Secretariat in New Delhi is not 
brought under the Official Secrets Act. 
What is so strategic about the bus stand 
in Kevadia Colony that entering it and 
raising slogans in it arc offences punisha¬ 
ble with three years of imprisonment or 
are considered acts of spying punishable 
with imprisonment for 14 years? 

IWenty-five organisations called a 
public meeting to be held on January 30, 
in Kevadia Colony for the purpose of pro- 


Satyagraha by Sardar Sarovar Oustees 

Mathew Kalathil 


The use of the Official Secrets Act to prevent the oustees of the 
Sardar Sarovar project from voicing their grievances marks a 
milestone in the government's repression of people’s movements. 
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testing against the imposition of Official 
Secrets Act on the 11 villages. A request 
for permission to use loud speakers was 
also made to the concerned authorities. 
The organiseis sent a deputation to the 
district magistrate and the district 
superiniciident ol police to assure them 
that the meeting ssouW be peaceful and 
orderly The depinaiKm was told that no 
meeting would be allowed in the pro- 
hibited.area. A request was then made for 
permission to hold the nieeiiiig outside the 
prohibited area hut that was also denied. 
The deputation was also infoiined that 
Section 144 ot the (' mn.nal Piocedure 
Code and Section 135 of the Hombay 
Police Act had bcei] imposed in the whole 
of Nandod taliiLi to prevent (he protest 
meeting. I he aiiihontics were then in¬ 
formed ilia! the proposed meeting would 
be held oiiiside ihe district where no pro- 
hibitaiy ordeis wcic in toice. However, the 
deputation warned the authoriiies that a 


token violation of the Official Secr^ Act 
and arbitrary imposition of prohibitory 
orders would be peacefully attempted. 

Accordingly, 18 social activists gathered 
in the bus station in Kevadia Colony 
shouting “Official Secrets Act Murdal»d”. 
They were'promptly arrested under Sec¬ 
tion 3(1) (a) of the Official Secrets Act for 
the offence of spying. Some 500 persons 
violated Seaion 144 of the CrPC and Sec¬ 
tion 135 of the Bombay Police Act. They 
were taken into buses and removed to 
Kajpipla where they were released even 
though they demanded to be sent to jail 
and tried for the offences. The 18 activists 
were kept starving from 3.00 pm to 8.30 
pm without food and were produced 
before a magistrate. All the time they were 
in police custody they were made to sit in 
order to allow the courts to close so that 
their bail application could not be moved 
and sureties would not be available late 
in the night. However, the bail application 


was heard liear midnighf 'al the loldMice 
of the mt^istrate and’dte dgtaiam were 
released on provisional bail while one of 
the accused, a woman was granted full 
bail. 

In the course of the hearing of the bail 
application it became clear that no person 
competent to file complaints under the act 
had been appointed for the purpose. 
Magistrates require to be specially em¬ 
powered to try cases under this act. 
However, the assistant public prosecutor 
of Rajpipla appearing on behalf of the 
state in the bail application did not know 
of any magistrate so empowered. The ap¬ 
plication of the Official Secrets Act to the 
II villages without providing for compe¬ 
tent persons to file complaints under the 
act and without providing for competent 
magistrates to try the cases under the act 
are (wo more examples of the haphazard 
and mindle.ss way in which the SSP was 
conceded and is being executed. 
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Itiise aiidl Fall o( Soviet Agriculture 

Frederick F Clairmonte 

The swi& chBnges in Soviet agriculture focusing on extension of 
leaseholding for durations as long as fifty years and linked to 
decentralisation, efficient marketing and pricing flexibility open up 
new vistas for individual responsibility and collective efficiency. 


Do not lead people to expect miraclcx. It i& 
necessary (o expunge from people's minds a 
belief in the ‘Good Czar', in the all-powerful 
centre; in the assumption that someone at the 
top will impose order and organise change. 

—^Mikhail S Gorbachev 

NO single institutional change in the 
macabre tapestry., of the XXth - century 
bristles with such taboos and'Ycars, repress 
sions and traumas, cover-ups and the most 
staggering of mendacities, tenacious ig¬ 
norance and ferociously partisan |it;i;judice 
as the audacious, but ill-fated. Sovieraipen- 
ment in collectivisatioh (1928-1932) Nor 
should certain self-pfoclaimcd 'liberals' that 
jtave jumped on the bandwagon of 'human 
rights' as an opportunistic expedient for 
salving their consciences ignore that those 
were the same years that bore witness to the 
plunge of global capitalism into the abyss 
of self-destruction and all the human 
debasement that went with it. 

The reverberations of these quantifiable 
and unquatiHablc costs of collectivisation, 
human and rinancial, vault the confines of 
the Soviet Union’s frontiers, generating a 
paroxysm of unexamined passion in its 
friends and adversaries, made more 
despicable and intractable with the ascen¬ 
dancy of Hitler and his cronies at home and 
abroad. 

The pulverising aftermath of that change 
is still with us. In all ways it transcends the 
accounting ledger of assets and liabilities, 
gains and losses. Its norms, procedures and 
trajectory became a microcosm of the socie¬ 
ty onto which it was grafted, impacting on 
thi't society and, in its turn, whipped and 
shaped remorselessly by the larger whole. 

Agriculture was that drop of water that 
provided a clue to the chemical composition 
Of the Soviet sea. Stemming from errors of 
strategic judgment, the scope and velocity 
of the farm transformation so vigorously b^ 
ing pressed at present axe on a scale whose 
lesoiumce is far greater than that of the thir¬ 
ties. This imperative is clearly understood 
iiuumuch as the solution of the food pro¬ 
blem temuns the fundamental of funda¬ 
mentals of Soviet society. 

These stunning changes, wedded to 
democratic principle, are moving rapidly in 
practice towards realisation of that goal. 
Hicy are bullodozing tfaie highways that lead 
to tte vigorous re-emergence of an authen¬ 
tic Soviet democracy, minus recourse to the 
patronising requirements of quoution 
marks, unmatched in the Soviet Union’s 


history. One that makes the promising, but 
faltering and groping years of the twenties 
appear puny by comparison. 

A by-product of these mutations is that 
the agonies experienced on that tortured 
road to agricultural modernisation are now 
being approached and expo.sed in a spirit of 
fearlessness and integrity, in literature as in 
song, in politics as in the social sciences, by 
the Soviets Iheiri'ielves. As it should be— 
and not by an exotic tribe of academic 
Kremlinologists .some of whose prima don¬ 
nas have been catapulted by Big Capital’s 
corpcirate media as possessors and purveyors 
of a higher ordei of Soviet truth. 

Even a pcriunctory reading of the 
technical liieiaiurc, whose quality, profusion 
and disscctional .skills would have been in¬ 
conceivable ihicc years ago, reveals that the 
uncompromising critique of agro-industrial 
structures has spilled over into every nook 
and cranny of that vast country of 285 
million. Indubitably, with regional and 
national variations, shades and nuances. 

Roald Sagdeyev, a scientific advisei to 
president Gorbachev, director of the Soviet 
Space Research Institute, acerbically com¬ 
ments that “Soviet science has suffered and 
is still bleeding by wounds inflicted by ill- 
conceived government policies. Today, 
although the USSR has one of the world’s 
largest scientific workforces, it has only a 
modest record of achics'cment, and is con¬ 
tributing too little to the world’s scientific 
knowledge!'' 

With due allowance for such disarming 
modesty that borders on hyperbole to em- 
pha$i.se its point, it seizes, nonetheless, 
the prevailing mood of exuberant criticality 
and stridency. It belongs to the same order 
as the depre.ssing but candid admission by 
Kvitsinky (ambassador to Bonn) “that the 
technological lag of Soviet industry and 
overall low quality of our finished manufac¬ 
tured products” means that to sell Soviet 
produrts “we sometimes even have to remove 
the ’Made in the USSR’ trademark!’ For 
some, it lends credence to the racist .lapanese 
castigation of the USSR as “a nation of poor 
whites”. 

Foreign Exchange Costs 

For decades the most glaring shortfall of 
the Soviet Union’s agriculture hgs been its 
inability to meet consumers’ basic demands 
and rising expectations. The prodigious 
quaniinable costs of these shortfalis now hit 


ting a wholly unsustainable financial thres¬ 
hold exercises a destabilising impact on the 
entire Soviet economy. 

Consequently, agriculture’s non-perfor¬ 
mance has led to a diversion of the Soviet 
Union’s fragile hard-currency export earn¬ 
ings to food imports and, derivatively, to 
mounting budgetary deficits. The highly 
compressed Ihble 1 on food imports strad¬ 
dles a quarter of a century, pinpointing but 
one aspect of the farnt crisis. Between 1961 
and 1985. food imports jumped to S 152 bn; 
that of the six East European countries to 
S 89 bn, a combined total of $ 240 billion. 

It suffices to juxtapose these horrendous' 
outlays with the Marshall Plan ($15-I8bn), 
repaid with interest by its recipients, besides 
bestowing lavish military and market access 
to the hegemonic donor. Soviet food imports 
must be perceived a.s unacceptable costs 
which, on a short-term horizon, show no 
signs of tapering off. 

In 1986, the .Soviet Union added another 
S 14.2 bn to its net agricultural trade imports 
(i e, export.s minus imports). Although no 
coherent trade data ate available for the im¬ 
mediate po.st-war years, a crude estimate of 
the food bill for East Europe and the Soviet 
Union would piobably be in excess of S 330 
billion since the end of World War II. 

Calamitous as these numbers are, often 
overlooked is that the direct and foreign 
exchange costs of agiiciiltural production 
have generally risen by more than agricul¬ 
tural output growth, fens of billions of 
rubles .tre allocated to subsidies, an expe¬ 
dient palpably unsiisiainabic. 

Success in forging ahead rapidly over the 
next five yeais will he measured, inter alia, 
by its ability to slash import costs dntstically,’ 
and transforming the economy from a net 
importer to a riet exporter of food. Given 
the crushing budgeiaiy burden, a wobbly 
primary producing cxtetnal sector, together 
with the need loi capital goods imports there 
is little room toi manoeuvre. 

(T IMAIOKHiK At El EMENTS 

Retcience to .ulverse climatological 
elements and ulhei at is of god were abusive¬ 
ly invoked by ollicialdom as an alibi for 
failure to meet plantied targets. 

('limatological factors cannot, however, be 
flung aside as a crucial and. at times, a 
decisive influence on yields and output. 
Given the Soviet I ituon’s sheer size (22.4 m 
km-) there were wide variations in soil and 
climatic types' with vast tracts unsuited for 
farming.' Only a quarter of the Soviet 
Union is classified as agricultural land with 
two-fifths being arable. But even here nat¬ 
ure’s parsimony is at work: low precipitation 
acts as a constraining productive factor. 

Comparative climatological data cited by 
Matscvich.^ a foiiner minister of 
agriculture, between the Soviet Union aqd 
the US (which should normally be accept^ 
with a high dose of cynicism given its pro¬ 
venance) are sound. US territory (minus 
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Alaska) lies south of the 49th parallel, 
whereas one-third of the Soviet Union’s farm 
land lies within this zone. Only l.l per cent 
of the Soviet Union's arable land lies in areas 
with an annual precipitation of 700 milli¬ 
metres: in the US, 60 per cent. As much as 
40 per cent of the arable land lies in areas 
with an annual precipitation of less than 400 
millimetres; in the US, II per cent. 

Comparative temperature ranges are also 
large; in the Soviet Union, 60 per cent of the 
arable land lies svithin areas with average 
temperatures no higher than 5 degrees centi¬ 
grade, svhilc this is true of only slightly more 
than 10 per cent of the US. 

No doubt, these are implacable geo¬ 
physical attributes but they must not be used 
as permanent alibis. 1 hey cannot explain the 
large variations in yields and comparative 
managerial efficiencies between the socialis¬ 
ed and private sectors. They place in clearer 
analytical perspective the grand debate on 
the Soviet Union's future institutional 
trajectory. 

'This debate throws a long shadow on the 
competence of conventional planning tools 
to optimise agricultural resources. Again, 
however, such a prise de position neces.sitates 
important caveats as there are complex 
forces at work within and between socialist 
economies, not least in the farm sector. Their 
analysis goes beyond the confines of this ar¬ 
ticle. Suffice it to say that the phony media- 

TABifc I: USSR's Ftxjo Imhoki';, 1961-1985 


(in $ bn) 


Period 

Grain 

Others 

Total Food 

1961-69 

2.597 

6.4KI 

9.078 

1970-79 

18.220 

32.913 

51.133 

1980-85 

39.597 

51.763 

91.360 

Ibtal 

60.414 

91.157 

I5I.57I 

Compound Growth Rate.s 

1961-70 

16.47 

6.16 

7.29 

1970-80 

38.84 

22.32 

26.61 


Sourer. Calculated from United Nations data. 


inspired antithesis between. *|»ri}«tii«timi* 
and ‘collectivism’ docs not provide; as with 
climatology, compr^ensive answers to the 
grand debate. YMds, for example, in llw 
GOK and Bulgaria are far higher tium those 
of Poland's private sector. Supercilious for¬ 
mulae of a Thatcher/Reagan vintage explain 
very little. 

Scientiflcally, what is available are trends, 
movements, directions and a growing body 
of quantitative indicators. In view of the 
growing complexities of socialist societies, 
identical benchmarks cannot be applied to 
both, for example, the CDR and the USSR— 
or strategic policy conclusions drawn. The 
GDR’s successful farm institutionalism can¬ 
not, therefore, be dismissed with the pe¬ 
jorative platitude of ‘organised Prussianism'. 

Some 97 per cent of Soviet arable land is 
farmed by the socialised sector (Sovkhozes 
and Kholkhozes). There is, nonetheles.s, a 
large productive divide between the private 
plots and the socialised sectors. By 1IM5, the 
private sector'' accounted for over 60 per 
cent of marketable potatoes, 30 per cent of 
fresh fruit and vegetables, meat, milk and 
eggs, and 25 per cent of wool. Some 25 per 
cent of livestock was owned privately. 

Comparative Wheat Yields 

Comparative wheat yields indicate the 
depth of the crisis. It is apparent, as a sim¬ 
ple arithmetic exercise would suggest, that 
if Soviet yields were augmented by a given 
per cent increase, the deficits could be wiped 
out in short order. Obviously, between this 
back-of-the-envelope calculation and its 
materialisation lies a yawming chasm. 

What is distressing is not only that the 
Soviet Union’s wheat yields are well below 
those of the unchallengeable Netherlands 
(matching that achievement is perhaps physi¬ 
cally unattainable in the present state of 
technology), but below the West European 
average and that of the world. Yields over 
the years have stagnated, thus widening the 
global gap. Contrast this performance with 


that of Ctdifa ^ l^audi AniM (1l^'3). 
The Soviet Union is in the unenviable role 
of being the world’s laggard, slightly ahead 
of Africa if that be any consolation. 

Such stagnation and contraction, however 
paradoxical it may appear, is not imputed 
to a parsimbnious investment policy but to 
institutional failures and grotesque mana¬ 
gerial inefficiencies. Craph 1 describes the 
mechanisms of the tragedy: although gross 
output' rose (in billions of constant 
roubles), material inputs* grew considerably 
faster. Yet, despite this avalanche of capital 
investment, the unit value of net farm 
output^ dropped sharply. 

Impact of Shortfalls 

Growth of agricultural imports is 
decelerating but they arc still astronomic 
outlays that must be paid for in exports. 
Collapse of petroleum prices, which show 
no.signs of resurgence, joined to wide fluc¬ 
tuations in foreign exchange markets con¬ 
tinue tO'batter the external sector, boosting 
the country’s external debt and slashing its 
foreign exchange earnings. 

Weakening of the external sector puts con¬ 
straints on the imports of capital goods. 
Borrowings—even under the best of condi¬ 
tionalities—offer a respite, but these must 
be repaid at compound interest. To succeed, 
at least in the short and medium term, Soviet 
Union needs to run a current-account 
surplus. 

Buffeted by a murderously competitive 
capitalist maiket over which the Soviet 
Union has no leverage whatsover, the plan¬ 
ners’ response in the past has been similar 
to the desperate expedients of third world 
primary producers; boosting export volume 
to compensate for price falls. That is a 
strategy of giving more and more and get¬ 
ting less and less. This exacerbates the crisis 
and as third world experience sadly demonst¬ 
rates, is no solution at all. A suicidal course 
even for the USSR so prodigiously blessed 
by nature with resources. 

There is the realisation among many of 
the more imaginative planners of the Soviet 
foreign trade sector that there are limits to 
desperate short-term expedients. If, for ex¬ 
ample, the terms of trade (the relationship 
between import unifand export unit prices) 
losses are sufficiently powerful, it follows 
that a strategy of boosting export volume 
will not offset the adverse price effects on 
Soviet imports. 

In alt this, agriculture’s endemically 
miserable underperformance must be seen 
as one of the most pernicious agents of 
national economic desudnlisation. Judged 
by the all-Union budgetary disclosures 
(November 1988), it is. however, not the only 
culprit, and hence cannot be singled out as 
the solitary scapegoat. Financing of food 
and other subsidies has now rocketed to rou¬ 
ble 108bn or more than one-HIth of* the 
budget.* 

This binge cannot be prolonged without 


Tabi.e 2; Wheat Yieli»-Sei.ected Countries 

(Quintals per hectare) 


Regions 

1972-74 

1975-77 

1978-80 

1981-83 

1984-86 

Europe 

31.2 

31.8 

35.8 

37.8 

44.3 

Netherlands 

51.0 

52.0 

62.3 

70.3 

75.5 

UK 

45.2 

43.6 

54.6 

61.3 

70.0 

Belgium 

48.9 

41.7 

50.5 

54.5 

67.1 

Denmark 

47.1 

50.0 

50.4 

62.1 

64.4 

Fiance 

45.7 

39.5 

49.9 

50.6 

57.4 

GDR 

42.3 

38.9 

44.5 

45.7 

53.7 

USA 

20.6 

20.5 

22.2 

24.5 

24.8 

USSR 

15.4 

14.0 

17.0 

14.5 

16.0 

South America 

13.5 

12.5 

13.5 

15.5 

17.7 

Asia 

12.5 

14.5 

16.3 

19.0 

21.7 

Saudi Arabia 

16.7 

17.1 

20.1 

27.3 

40J 

China 

14.0 

16.2 

19.6 

24.5 

29.8 

Africa 

9.5 

10.0 

10.6 

11.1 

12.5 

Total World 

16.6 

16.9 

19.1 

20.1 

22.5 


Source: Computed from data in Conseil International du bl6 Statistigues Moruliale du bU, 1997, 
Londres 1988. 
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Notes : Oross output = total value produced in constant roubles. 

Material input$=cost of all current inputs, but excluding labour 
Net output - gross output minus costs of material inputs. 


■new sources of revenue bccaiue the losses 
ftom idcohol revenues (and the fact that the 
emergent private sector has not yet beconie 
a solid feeder base for the Soviet taxman) 
have made a big dent on the revenue side of 
the balancesheet there is little leeway on the 
reverse side Applying the axe to expenditures 
in such a crisis-ridden conjuncture can be, 
as experience pinpoints, tantamount to play¬ 
ing with fire. All this is happening at a junc¬ 
ture when the deficit has torn a gaping hole 
in the budget, now running at roubles 36bn 
or S59bn, at the official exchange rate. A 
deficit financed by government borrowing 
from Cosbank, the central bank—that is, the 
printing press. 

It follows that if consumers’ pockets <)re 
stuffed with more roubles and that the cash 
flow is not matched by a corresponding rise 
in the output of food and consumer dura¬ 
bles, we are in the presence of the classic case 
of too much money chasing too few goods. 
Thus, inflation. Again, thanks to perest¬ 
roika, and for the first time in the annals 
of Soviet history* we have been given an 
abundant and consistent supply of bud¬ 
getary data. Unfortunately, not retroactive. 

This brings us to a crucial point: the 
Soviet Union has one of the highest savings 
rates in the world. Measured by savings 
deposits of the papulation this soared from 
roubles 46.7 bn in 1970 to roubles 157 bn 
in 1980 and then to roubles 266.8 bn in 1987. 
A growth that beats the US to a frazrle, but 
here comes the rub: there is very little to 
spend the money on, which suggests that the 
savings deposits so far are unmobilisable. 
Such robust .savings deposits can be com¬ 
pared to the country’s sharply rising exter 
nal indcbtednes.s.'*‘ 

There is a positive side to all this: because 
of agriculture’s role in the destabilisation 
process, reformist counter-measures, both 
external and internal to the farm sector, are 
being generated. Perhaps, the most vital of 
these reforms is overhaul of the entire pricing 
mechanism by 1990-1991, and self-financing 
as from 1989. 

IVue, the price of bread has not risen over 
the last two decades; it continues to be one 
of the basic consumer staples subsidised at 
enormous costs from grain bought primarily 
from the advanced capitalist economies. 
Seen in the most austere terms, the world’s 


Source-. Computed from SCEA data. 

largest petroleum producer nas used reck¬ 
lessly an exhaustible natural endowment to 
finance raw material inputs. In this case, 
food. A marketing compulsion that ran 
counter to the Soviet Union’s national in¬ 
terest and, in fact, undermined it. 

AciRiaJt.TURK-.s Semin At Ron; 

Agriculture’s .seminal role in the Soviet 
Union’s economy is seen in its contribution 
to Net Material Product (NMP)" which is 
as high as one-fifth. Thus any contraction 
or expansion of this large segment affects 
the movement of the other components in 
NMP. 

In addition, the share of the agricultural 
workforce in total material sphere employ¬ 
ment is still high by most OECD standards, 
around one-quarter of the labour force: its 
reduction can only be speeded up by higher 
labour productivity. Shortfalls on this front 
are marked: a 2.9 per cent average annual 
growth (1980-1983). followed by around one 


per cent between 198.3 and 1984 (Ihble 3), 

A reversal of this movement is called for 
if the drive for ‘agricultual intensification*, 
that is drastic cost reductions, is to get under 
way or, in the more sophisticated formula 
of Soviet agronomist.s, ’shifting agriculture 
onto a resource-efficient growth path’ is'to 
be achieved. Demographic imperatives are 
pushing in this direction as well due to an 
aging population and very low birth rates 
particularly in the European part of the 
Soviet Union. 

Labour force employment in 1987 grew by 
0.5 per cent, smaller than in 1986. This ex¬ 
iguous growth of the labour force is linked 
to the changing demographic composition 
of the active population. Further, agricul¬ 
ture’s labour and capital productivity is 
much lower than that of the Soviet Union’s 
economy-wide average. If the planned cut¬ 
back of the 16 million farm labour force is 
to be achieved by the end of the century, or 
even before, farm productivity must be lifted 
quickly from the stagnationist trough. 

There are several complex but interrelated 
reasons for this including the obsolescent 
structures of a command-administrative 
economy with the distortions and inefficien¬ 
cies organically related to it; antiquated 
technology combined with the fabulous 
waste of fuel resources; long utilisation 
periods of the capital stock coupled to slow 
rates of depreciation. 

The.sc are also coupled to the long gesta¬ 
tion periods necessary for the successful ter¬ 
mination of large-scale projects. So often the 
result IS that when a given project does final¬ 
ly come on stream, the technology is ob¬ 
solete. Until very recently, and here the 
movement has bwn episodic and sporadic. 


Table 3: USSR—Agricultural Productivity 



1970-75 

1975-80 


1980-85 

Changes during 5-year periods 
TLP' 

TCP^ 

Changes between 5-year periods 
TLP> 

TCP* 

-4.6 

-13.2 

1971-75 and 1976-80 
-1.8 
-9.8 

0.5 

-6.9 

^0.3 

-5.9 

1976-80 and 1981-85 
-0.2 
-6.6 


Notes-. 1 Labour productivity is the Net Material Product (NMP) produced per worker in the 
material sphere. 

2 Capital productivity is defined as output per urut of gross fixed assets in the material 
sphere 

Source: Computed from United Nations data. 
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there has been a minor feedback effect, i e, 
weak linkages betsveen farm requirements 
and appropriate technology. 

Dtsiitmt tn>N Ni rvsoKK 

Soiutton of ‘the (ood question', as it is 
called in Soviet technical iuul nun-icchnicai 
literature, hinges on legal, propeiiy and 
managerial changes m all Ihe rnaioi in.stitu- 
tional actors: Sovkho/cs, Kliolkho/es and 
Others. Changes wnhin the farm sector 
alone, however, are noi -uHicicni to effec¬ 
tuate a permanent solniion ol ‘the food 
question’. This necessitates no less far- 
reaching changes in ihc entire production 
and marketing siiceinim, ihai is m all phases 
of the marketing chain. 

“Reducing the losses ol farm produce dur¬ 
ing harvesting, iransportatioii, storage and 
processing”, stiesscd president Clorbachev, 
at the 27th Parly Congress, “ is the most im¬ 
mediate source lor increasing food stocks 
A cutback in these losses alone, joined to 
an effective modcrni.satioti ot the maiketing 
network, could save as much as a fifth in 
certain commodities and up to a third in 
others.” What this means in .savings is that 
“the elimination of these losses would cost 
2-3 times less than supplving the same 
amount of produce."'- Hu decades this 
affliction has been rccogni.sed and even men. 
tinned clliptically in the then tacitiiin media, 
but never a.s a pari ot a key all Cnion stra¬ 
tegic debate with a view to reversing the 
debacle. Huge amounts of food had rotted 
as it moved from the lieids to the grocery 
store. 

Pruvda reported in August IfiKg that more 
than a quarter of the eggs su pplied to state- 
run groceries were unfit lor human con¬ 
sumption: a pedestrain lamentation that has 
no claim to novelty. As the Soviet Union’s 
capital, Moscow enjoys a privileged niche 
since, unlike most other cities, il rcquirc.s no 
rationing coupons for cheese, sugai and 
meal, although purchases ol these items arc 
limited by sales personnel. 

Sugar Hrn Doss it r 

Between the two ends of the output and 
marketing chain is processing, the pivotal 
link between the direct pioduccrs and the 
final retail outlets. An enquiry into this link, 
highlighted by the siigai beet sector, reveals 
in the broadest panoramic perspective the 
morphology of the iiictficicncics in one key 
branch of the agrn-indu.strial and marketing 
complex. It is suggestive of the workings of 
the other .sectoral and .sub-sectoral complex 
throughout the economy 

The sugar shortage in recent years cannot 
be attributed cxelusivel.v to the ami-alcohol 
drive and sugar diversion to clande.stine 
stills. In 1987, refined sugar output was 
around 9.2 mn tons, as compared to current 
consumption of 14.2 mn tons. As a leading 
technical journal. Soi'iolisncheskaya fn- 
dustria, commented, the drop in quality 
standards stemmed from the irrational use 


of nitric tertilisers that not only boosted 
yields at the expense of cutting back the 
saccharine content but also contributed to 
dimmish storage life. 

Not only was the technology introduced 
in the 1970$ sub-standard, but prevailing 
practices led to the beet being prematurely 
dugup and left to spoil in the fields. A 
catastrophe compunded at yet a higher leve 
of ihc agro-industrial chain: lower quality 
standards for sugar beet refining were given 
the imprimatur by Gosstandard. This could 
not be ascribed to stupidity but the system's 
internal logic. 

Irraiional as it was, such practices were 
consecrated in centralised planning prin¬ 
ciples, as they evolved in the 1930s, with the 
accent on purely quantitative targets. What 
it amounted to, however, was the drop in 
both quantity and quality. Efficiency, as it 
was dubiously labelled, was measured, and 
rewards and bonuses accordinglv paid, on 
■ he basis of quantitative rathei than quali¬ 
tative norms. As Ihe (iorbachevian discourse 
stresses, and the recent all-Unioii budgetary 
debate" recognises, the accuiate mcasorc- 
meiit of output using the exclusive bench¬ 
mark of farmgatc volume is u.selcss as a 
planning tool. 

What this implies in the case of sugar 
refineries, a very small segment of the Soviet 
industrial spectrum, is that the planning 
tools that came to maturity in the thirties 
arc oblivious of consumer demand. The 
refineries virtually never produce the Gold 
I.abel .sug<ar, but a sub-standard variant. Like 
arihriiic victims, the central planners ad¬ 
justed tliem.seives to the pains and deforma¬ 
tion of their malady which they themselves 
generated. Worse, until perestroika became 
a business reality they were beyond the 
bounds of therapeutic treatment. 

Attempts over Ihe years by intrepid spirits 
such as Berman who had the guts and the 
temerity lo stand up and speak out were suc¬ 
cessfully countered by vested interests on the 
grounds that the introduction of sugar quali¬ 
ty criteria would lead to losses. The issue 
that had to be faced was not a mattei of 
quantity versus quality (for in reality there 
was a diminution of both I but for coming 
to grips with the forces that were beating the 
consumer over the head with an insipid, cen¬ 
tralised bureaucratic stick. 

Failure in one field spilled over into 
another. Reliable statistical and other 
research data were to bear the brunt of the 
system's failure. The poverty of the data, and 
at limes its non-existence, in turn aggravated 
the predicament, revealing the interactions 
ot the various parts of the mechanisms. 
Sugar statistics over the past two decades 
thus failed to provide (it must be understood 
that sugar beet is by no means the solitary 
sparrow) any measure of the harvests’ sugar 
content, or of the losses in storage; transpor¬ 
tation and refining. 

The current devastating critique, albeit in 
a very minor segment of the Soviet Union’s 
economy, has had ominous implications for 


the entire economy. It is a salutary affinna- 
tion of the re-emergence of Soviet demo¬ 
cracy in which the permanent cover-up and 
almost total absence of individual respon¬ 
sibility and collective accountability will no 
longer find so relaxed and congenial a milieu 
as before. 

As Sociatisticfieskaya Indwttria concludes: 
“The harm from all this disinformation is 
prodigious. If genuine data on this state of 
affairs had been published long ago, we 
would have improved our farm technology, 
called a halt to the premature digging up of 
the beet... Millions of tons of sugar would 
not have beenjost.”'^ 

The jud^ent is incontrovertible. Its pas¬ 
sion emanates from the heart as well as 
reasoned analysis, but it is naive and uto¬ 
pian to believe that denunciation (necessary 
as it was) of these ludicrous cultural prac¬ 
tices and imbecilic planning mechanisms 
could have turned the tables at an earlier 
time. Success depended, and can only be 
achievcdf via tumultuous and unremitting 
political transformations of which glaxnosi 
and perestroika are the two conventional 
expressions. 

U/Bt kisiAN: Kingdom of Rashiixiv 

Occurrences in the sugar beet sector, while 
endowed with its own specificities are inter¬ 
related with Ihe crimes in Uzbekistan. Un¬ 
concealed gangsterism, the woeful absence 
or, bettci still, the eradication of the most 
innocuous norms of accountability, the 
beating of all opposition into the earth, and 
all imaginable forms of socio-political and 
economic decadence in Rashidov’s kingdom 
illuminated, as with one blinding fla-xh, the 
debacles of Soviet agriculture. As with sugar 
beet, they leaped the confines of that sec¬ 
tor, poisoning every fount of life that they 
touched. 

i hc extreme fragmentation of Soviet farm 
data and its staggering distortions when it 
was deemed ‘publishable have a long and 
sordid history. Certainly, there are variations 
within the Soviet Union since the quality of 
farm statistics in the Baltic republics are of 
a far higher standard than those in Central 
Asia. The comparison may seem invidious 
but Soviet farm data have never possessed 
the sustained probity, quality and compre¬ 
hensiveness as, say, in Etenmark. Sweden and 
the United Kingdom. It is happily already 
moving in that direction, but it requires 
much more than the passage of time to im¬ 
prove its coverage and systematic reporting. 

The reign of Rashidov, by no means a 
forlorn personage in the' Soviet Union's 
capacious pantheon of crooks.' swindlers, 
embezzlers and legal killers, unmasked the 
proliferation of the rot—there simply is no 
other designation that can be used to pin¬ 
point this pathology-i-of Soviet farm statis¬ 
tics which moved in consonance with stagna¬ 
tion of form output. As Gorbachev remindi 
us, in those critical' 17 years (1970-1988) 
despite a flood of form investment, the out- 
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put of ^ytton. ttw buic crop In that mono- 
cuhund republic; toie by 6 per cent. Natural¬ 
ly. the figures, ‘published’ in the Brezhnev 
reign were pure concoctions. 

Sharaf Rtuhidov (the personal recipient 
of 10 Orders of Lenin and himself the donor 
of thousands of such gratifications to his 
emulators) was the unchallenged caudiUo of 
the Uzbek junta. What he did was always 
on a grand scale: his faked statistics were 
barely covered-up. Bredmev and his coterie 
knew they ««re barefaced lies, so did the 
aged Andropov and ailing Chernenko. 

There was no need for an immaculate 
cov«^ up of his transactions (as with the 
comic antics of Ivan Boesky and Ijevine try 
ing furtively to cover up their tracks with 
pass words in Central Park) because, 
although quasi-illiterate, he was a master im¬ 
presario in the deployment of power. His 
skulduggery and pillage became sustainable 
over a long stretch of time because it was 
socialised: shared with his cronies in the 
highest echelons of power within his 
kingdom and the Kremlin itself. There was 
no need for laundering the money via the 
banking circuit as the cocaine barons arc 
doing, because the banks were his: the in¬ 
vestment funds that were ostensibly pumped 
into Uzbek agriculture were part of a ciicular 
cash flow. From Moscow to Ihshkent, and 
back again, allowing for deductions, com¬ 
missions and kickbacks. This was a roaring 
cash flow torrent to the tunc of billions of 
roubles. All above board. Rashidov was dirty 
big money incarnate; and if there was a law 
;hat proscribed these activities he stood 
transcendently above that law. Every year, 
the Republic’s cotton production numbers 
were escalated by thourands of tons. It is the 
story of Gogol’s Dead Souls (1852) transpos- 
ed-to Central Asia at the end of our century. 
Rashidov and his killers pocketed the money 
that was paid for by deliveries of non¬ 
existent cotton. 

The Fbrgana Valley, a prime public rela¬ 
tions show-piece and not only to the Islamic 
world, and one of the republic’s major cot¬ 
ton locations, became the personal fief of 
another of his praetorian guard Alhadza 
Adylov, living on a large estate fliied with 
his concubines, lions, and peacocks. Those 
that dared denounce the extent of the farm 
losses, and that meant those that dared op¬ 
pose him, were thrown into underground 
dungeons which, it is alleged, he had himself 
designed. 

The honours conferred on him and his 
breed were on a scale that was commensurate 
with the big grab: he was awarded the highest 
of political honours, was absorbed into 
Breidmev’s Politburo, died in his bed. was 
buried with the highest honours that the 
Union could bestow on any of its mortals— 
all this at the price of leaving Uzbekistan’s 
agriculture in a state of stagnation and 
decay. 

As the Soviet mvestigators have now 
diicovaed. to their horror, the cotton barons 
and their aocomidices stole fbn roubles 


(S6.S bn) via their tramibr pricing techniques. 
These are surface numbers, however, on the 
balancesheet. Rashidov not only transcended 
the law of his land but different socio¬ 
economic systems as well, which meant that 
the Soviet Union’s little and big Rashidovs 
would have fitted admirably within the 
finance/accounting divisions of most trans¬ 
national corporations and their manipu¬ 
lative swindles. 

Many of the financial transactions of the 
Brezhnev clique were unrecorded. But what 
the final balancesheet cannot record—as it 
does for the wrecking of Uzbek agricul¬ 
ture—is that the graft operated in conjunc¬ 
tion with protection rackets. There was not 
a single job at the highest executive and mid¬ 
dle managerial levels, all echelons of the 
KGB, the republican administrations, 
research institutions and universities, that 
did noi bear Rashidov’s price tag. Uzbekistan 
Inc, Rashidov’s brainchild, ranks as perhaps 
the most brazenly colossal and successful— 
both in the volume ot money transacted and 
in its duration—rip-offs of the 20th century; 
sanctified with Orders of Lenin and other 
sweet things of life. 

These crimes were tantamount to the 
piecemeal demolition of the Soviet economy. 
With it went fear that denunciation of the 
crime could change nothing; the by-product 
of all this was inertia and, more degrading 
of all, indifference. Ra.shidov, with his big 
and small-time emulators throughout the 
vast expanses of the Soviet Union, had 
created a monster. IVue, one that is at least 
being violently assaulted; but one that is not 
quite dead. 

By mid-1988,6,500 farms embracing one- 
fifth of the Soviet Union’s arable area had 
become insolvent, loss-making enterprises 
$ub$idi.sed out of a deficit-ridden budget— 
that is. out of the tax-payer’s money. In¬ 
dubitably, beasts of prey as Rashidov cannot 
be used as a scapegoat to explain the 
systemic debacles of agriculture that was the 
manure from which his minions flowered so 
luxuriantly. 

Rashidov did not create the .system; 
neither did A1 Capone create the era of pro¬ 
hibition and the speak-casies before the iron 
gates of Alcatraz slammed behind him. Both 
in their own way, in a logic that moved on 
asymptotic tracks, exploited a pathologically 
diseased system they inherited; and which 
they helped to propagate. 

And yet Kasbidov, the racketeer, buried 
and extolled with the nation’s highest 
honours has made, in his own perfidious 
way, an incomparable contribution to the re- 
emergence of Soviet democracy, now surging 
forward at a Promethean pace that few 
would have dared to predict barely three 
years ago. Rashidov has thus been trans¬ 
mogrified in his ignoble life and death, and 
in the demolition of the system he helped 
*0 build a pedagogue of a special kind from 
whom, as the Chinese would say, one learns 
by negative example. 


ftashidov is gone. But beyond the tribunal 
of law that has judged the likes of Rashidov 
with jurisprudential rectitude, there looms 
many tenebrous but as yet unanswerable 
questions. Answers to the.se will determine 
in less than five years the extent of the suc¬ 
cess or failure (for there can be no middle 
point between these) of the strides that will 
remake, in shape and substance, the visage 
of agriculture in forms unrecognisable and, 
in a larger frame, the Soviet Union itself. 

1 HI. Ai-It-RMATH 

The swift changes in agriculture visible in 
the extension of lease-holding (wedded as 
they are to decentralisation, efficient 
marketing and pricing flexibility) for dura¬ 
tions as long as SO years, blazes new vistas 
for individual responsibility and collective 
efficiency. Desocialisation of the land—at 
least in the present vision of things—is not 
pan of the grand design. 

Its cs.sence and motive force are not what 
some have assumed to he a facsimile of the 
Reagan/Tliatcher privatisation drive. Such 
parallels are misplaced on two counts; 
privatisation in the Reagan/lliatcher regimes 
celebrated with such media fanfare was mass 
organised theft in the inteiesi of corporate 
capital and the political caste related to it. 
The very epithet ‘privatisation’ created by 
public relations impresarios is a vulgar stunt; 
it was the legal and massive grab of the na¬ 
tional patrimony galvanised in the name of 
•people’s capitalism’. It was antithetical to 
the democratic proce.ss since, while it vyas 
blueprinted to democratise the social frame¬ 
work, It in fact led lo u heightemng of in¬ 
equalities, admirably achieved by a massive 
transfer of wealth to a sm.iller and smaller 
number of mega corporations. 

Soviet lease-holding is not a reiuin to a 
landlord/ienant rcluiioiiship embodied in 
private properly, inasmuch as land will be 
leased to tho.se who wotk it, individually and 
"o-opeialively. iatase-liolding, which is still 
in its embryonic si age, coupled as it is to in¬ 
dividual ellort, motivation, rational 
marketing and transport outlets, is therefore 
unlikely to become a springboard for ram¬ 
pant speculation in land values. 

The alleged viitucs ol the KeaganAfhat* 
cher model that posits a ‘successful’ 
privatisation to a ‘failed’ collectivism is a 
bogus antithesis it onlv because lease¬ 
holding, the cornerstone of the agricultural 
restructuring arch, while using genuine 
market instruments, is in no way synony¬ 
mous with the obliteration of sociali.st in¬ 
stitutions in the countryside. How these 
varying blends and symbiotic relationships 
will evolve remains, of course, to be seen. 
Putting an end to ‘alienation’, the category 
often used by reformers (and once falla¬ 
ciously a.ssumed to be the exclusive preserve 
of capitalism), where working people “had 
become divorced from the land and the peo¬ 
ple”, in Gorbachev’s formula, can in no way 
be assimilable to the prevailing nostrums of 
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i^Hbeimlism as trumpeted by Big Capital's 
media. 

Concluding Reflections 

The reformers accent on individual 
itsponsibiiity can be likened, with certain 
otvcats, to the Jeffersonian and Lincolnes- 
Que models of the small-scale farmer, em¬ 
bodying the Puritanical virtues of hard work 
and austere life styles. 

By its history the Soviet design cannot be 
• replication of the American model, but 
mthn one with its own specificities. Tb speak 
of the ‘Americanisation’ of the Soviet 
Union's agriculture is to ignore sedulously 
fundamentals of American farm property 
relations. With the passage of time, 
American farming practice bears minor 
similitude to the Jefferson-Lincoln model. 
Indeed, current American farming practice, 
and the propertied relatioiu linked to it, ate 
unworthy of emulation. This it so from the 
wretchedness that has trailed successive 
sravet of land concentration and specula¬ 
tion, rooting out of the small-time farm 
operator, indebtedness, bankruptcies, surging 
levels of rural impoverishment, the 
uninhibited aggrandisement of corporate 
capital. What amounts to cxploiutive 
marketing policin have further extermiiuted 
the ranks of the small farmer. 

Much of the emulative aura atuched to 
the Jefferson-Lincoln model is impregnated 
with folklore and mythology. The public 
relations image of the model deliberately 
abstracts from negro slavery and the post- 
bellum years of the Civil War (1861-1863) 
that witnessed the holocaust perpetrated on 
native Americans and the wholesale expro¬ 
priation of their lands. Likewise; the 
emergence of an independent and vigorous 
Black farming class, despite the splemn pro¬ 
mises of Reconstruction, was smashed, with 
former slaves reduced to sharecroppers and 
landless workers, permanent victims of lynch 
law-!’ 

These historical acknowledgements of the 
American experience do not jettison the 
assimilation with the changes now tsricing 
place within the Soviet Union that deserves 
to be bracketed as Jeffersonian. Of primor¬ 
dial significance, however, is not the 
genoddal and repressive foupdatioiu of the 
American model, but the democratic thrusts 
that was construed to have been emblematic 
of certain values; positive and evaluated as 
such by Aleids de Ibcqueville.'* It is within 
this frame that the vast re-making of the 
Soviet Union's agriculture on an epic scale 
must be seen. In short, the authentic and 
hithoto unrealised Jefferson-Lincoln model 
is being born in the Soviet Union. 

NotM 

1 In Issues in Service and Ticimology. a 

quarterly published by the US Natioiul 

Academy of Sdences, July 1988. 

2 By comparison, France: 3,31,000 km^ 

3 Ogonek, January 1973. 


4 For a judkiotts analysis, see Karl-Eimen 
Wniekin (2nd edition). The MvauSeetw 
in Soviet Agriadtun, Universily of Califor¬ 
nia Press, 1973. 

3 Gross output equals total value produced 
in constant roubles. 

6 Material inputs equal total costs of all cur¬ 
rent inputs (cscluding labour), but including 
amortised changes. 

7 Gross output minus the costs of material 
inputs. 

8 Pravdo. October 26,27 and 28, 1988 for a 
critical analysis of these points. 

9 Except for a short duration in the twenties. 

10 Gross debt soared from Sl.6bn (1970) to 
S23.2bn (1980), hitting $41.8bn in 1987. 

11 Net material piodua(NMP) produced is the 
aggregate net value added in the material 
sphere. It is the sundard measure of out¬ 


put growth in the sodaHin eoMia n uw 

12 ftt/MM/Rqporrqf/geCPSUOmmtfCbm- 
miiuelo the 2m Parly Cimpm, Moscow, 
1986. p 38. 

13 The USSR Standards Institute; 

14 The word last* is not the moijiait. Rather, 
debate should be focused not on what was 
produced, but the unrealised potential. Over 
a 17-year span (1970-1988) production grew 
at a piddling pace of 12 per cent despite 
mauive capital investments. 

13 After 1880, blacks were disenfranchised by 
law in most of the South. The grand words 
of liberty and equality still stood in the 
fourteenth and fiheenth amendments, but 
they were defied in praaiccT Charles ami 
Mary Beard, The Rise qf American Civilaa- 
ihn. New York, 1946, Vol 2, p 266. 

16 De le democratic en Amerigue, Paris, 1833. 
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perience, enthusiasm, commitment, analytical ability and sound judge¬ 
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Contradictions of Peripheral Capitalism 

Neera Chandhoke 

Entrepreneurs and Parasites: The Struggle fur Indigenous (Capitalism 
in Zaire by Janet MacGaffcy; Cambridge University Press, 1987; pp 235, price 
not stated. 


THE demise of the dependency paradigm, 
which had reached a theoretical cut desac, 
has heralded a major theoretical shift from 
grand theory to rigorous enquiry into the 
historical specificity of post-colonial social 
formations and the working out of class 
contradictions therein. Academic obsession 
with state centric theory, particularly the 
relative autonomy of the state and the nature 
of the state-based dominant clas.s, has ex¬ 
panded to focus on civil society, the struc¬ 
turation of classes rooted in bases other than 
that of the state and class, ethnic and gender 
based struggles as the core themes of the 
discourse on post-colonial societies. This 
widening of perspective has thrown the 
nature of the state into sharp relief because, 
as is being understood increasingly, there 
really can be no theory of the state without 
a theory of civil society. 

The dependency approach helped us to 
locate the post-colonial state in terms of time 
and space; state centric theory facilitated our 
understanding of the historical linkages 
between colonial and post-colonial power 
structures. One essential point that was 
overlooked in the wide arching debate on the 
post-colonial state was that the relative 
autonomy of the state is a historical situa¬ 
tion at a specific point of time. Decolonisa¬ 
tion unleashed nascent social forces, parti¬ 
cularly those that had been in the periphery 
ofthe anti-colonial struggle, which have 
come to challenge the state as the locus of 
political, economic and ideological power. 
C^vil society has become an arena of strug¬ 
gles overt and covert and is increasingly 
being forged in a way that may either 
facilitate or hinder the expansion of relative 
autonomy. In effea, the centrality of the 
state may be overtaken by civil society and 
in Poulantza's terms politics (civil society] 
may mould the political (the state). The 
expanded arena of civil society may not be 
significant immediately, but it shows up the 
limits of state power. This theoretical shift 
is vital because it zeroes in on not only how 
the domiiiant classes strengthen their posi¬ 
tion but mon; importantly how the various 
classes cxduded from power make their own 
wiV and consolidate themselves in the 
interstices provided by the contradictions of 
the dondnant social processes. The emerging 
contradictions between the state and the dvil 
society have implications for the nature of 
the state; it as wdl helps us to kientify qtaoes 
in civil society which is important for the 
possibilities of soda! transformation. 


Limits oi SiAit Autonomy 

I had read Janet MacGaffey’s article on 
‘How to Survive and Get Rich amidst 
Devastation; The Second Economy in Zaire' 
in African Affairs (1983-84: 351-66) a few 
years ago and had been impres.sed by her 
focus on issues which had then largely been 
urnheorLsed and had been bothering me and 
othei scholars of the post-colonial world. In 
particular, 1 refer to the issue of limits on 
State Autonomy; the inability of the state to 
mould social processes which increasingly 
are emerging and solidifying outside the 
ambit of formal state power structures and 
the structuration of a social class rooted in 
the second or parallel economy largely 
unregulated by the state. The limits of state 
power cannot be explained by any reference 
to the ‘soft state' but are embedded in the 
specific nature and exercise of power itself. 
This constitutes a theoretical ch^lenge to the 
notion of the intermediate class formed 
through the monopoly of power resources 
as being self-explanatory. In this perspective 
the state occupies a central role in the 
formation of social classes through its func¬ 
tions of accumulation and redistribution. It 
is however a partial explanation. Students 
of the post-colonial societies will affirm that 
the politics of the intermediate class has 
undercut the ability of the state to present 
itself as legitimate or expand the material 
basis of the system. The social implications 
ofthe activities of this ‘parasitic’ class have 
been brought out by MacGaffey in the text 
under review. The weakening of the post¬ 
independence state has political and eco¬ 
nomic consequences and this fact aligned 
with the articulation of modes of produc¬ 
tion which lends to capiialism a historical 
specificity has had particular consequences 
for Zaire MacGaffey has taken up Kisangani 
(formerly Stanleyville) as a case study to 
illustrate these processes. Based on intensive 
field work, the text alongside constructs per¬ 
sonal histories to underline the points made 
Drawing upon her personal experiences as 
a researcher working in an environment of 
suspicion and hostility often deliberately 
engendered by the government, the author 
gives vent to the frustration experienced by 
most social researchers fac^ with the 
paucity and deliberate withholding of data. 
In this case the lack of information is under¬ 
standable given the extent of onicial parti¬ 
cipation in the second economy in Zaire. 

The methodology is eclectic, drawing 
upon Karl Marx is the study of the con¬ 


sequences of an insistently weakening state 
apparatus for class formation: upon Max 
Weber in focusing on the implication for 
capitalism of the absence of rationality and 
calculabiliiy: and upon Schumpeter by con¬ 
centrating on the innovativeness of entre¬ 
preneurial classes making a place for 
themselves within constraints and involved 
in genuinely productive activities. 

PfcRIPHtRAl CAI'ITAUSM 

The historically constituted social and 
economic context for locating these themes 
and interlinking them is the peripheral 
nature of capitalism in Zaire. Belgian 
colonialism was perhaps singular in Africa, 
since it managed to ruthlessly and single- 
mindedly interfere in and regulate the lives 
of the Zairean people. This was carried 
through by an overstaffed and efficient slate 
apparatus. The colonial state was allied to 
a powerful and resource-based church and 
laige commercial companies. The state 
backed the depredations of the coramcici^ 
companies in the appropriation of land and 
labour by harsh laws. 

Thxcs and needs generated by market 
economy forced the people into the capitalist 
arena either into cash crop production or as 
labour for the various enterprises. It was not 
a process without problems. The energies of 
the colonial state, points out MacGaffey, 
were channelised towards securing cheap 
labour which was problematic. This is in 
keeping with the experience of other colonial 
governments in Africa for appropriation of 
labour for the wage market has constituted 
a tertian of struggle with the peasants 
resisting at every level and the rate of deser¬ 
tions being high. It was only by 1930 that 
a stable wage labour force emerged in Zaire; 
driving a wedge between workers and the 
non-permanent auxiliary workers. The 
colonial state crippled the formation of an 
independent material ba.se foi the petty pro¬ 
ducers both in order to prevent competition 
with European enterprise and to prevent an 
alternative to labour. 

The coastraint on local entrepreneurship 
meant that the colonial state created an 
economy directed towards the extraction of 
agro-crops and minerals. The only class 
which benefited from the 19S0s economic 
boom in terms of an expansion of social 
service activities was the small white collar 
salariat and industrial labour. The agrarian 
sector housing 90 per cent of the Africans 
stagnated. The legacy of Belgian colonial 
rule was an export-oriented econoniy, 
economic domination by foreign companies, 
and a vacuum in leadership due to the lack 
of an entrqneneurial or a techno-managerial 
class. Africans in the bureaucratic set-up 
were located at the clerical level and it was 
only towards the end of colonial rule that 
a small African retail trading class emerged 
operating largely outside tax laws. 
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The pos(>coloni«l state «as ses-erely 
hampered by the controls exercised by 
foreign capital over the mining and com¬ 
mercial cash crop sections of the economy, 
the vicissitudes of the world market and the 
absence of an indigenous capitalisi class 
This posed limit' limits on the autonomy of 
the state ris-a-vn foreign capital. 

1 H,At S tit C'OKlNI At ISM 

The historical legacy of colonialism set the 
agenda within which the subsequent 
development of the economy, the contour¬ 
ing of classes and the ensuing class struggle 
took place. To this legacy was added the 
chaos caused by the civil war and the 
reverberations of the world economic crisis 
which had deep-rooted consequences for 
Zaire. Thus factors of time and space con¬ 
structed a hostile environment within which 
social processes unfolded themselves. 

The colonial tradition of an overpowering 
state in 2^ire has been expanded with the 
form of patrimonialism which has been con¬ 
stituted by Mobutu and the dominant 
classes. Resources and influence is gained 
and consolidated through access to state 
power and to Mobutu himself. A system of 
patron-client relations exchanges resources 
in return for political support. The notion 
of the patrimonial state is based on a merger 
between the public and private domain; the 
distribution of largesse through a network 
of cUentism and support of an individual or 
a clique. Structures of opportunity arc pro¬ 
vided through access to the leadership. State 
control over the extraction of surplus and 
private property has resulted in the forma¬ 
tion Of a class whose wealth and position 
is rooted in state power aligned with western 
capitalism. This dominant class is not 
historically transformative or productive but 
parasitic since it pillages and plunders the 
resources of the country. Control is exercised 
by this section at the points of distribution. 
Ilie appropriation of vrcalth in exchange for 
favours through the strategic location of this 
class, termed a 'political aristocracy’ by 
MacGaffey. has led to the formation of a 
system where Mobutu (himself one of the 
richest men in the world) lamented, “every¬ 
thing is bought in our country... even the 
use by an individual of his most legitimate 
right is subjected to an invisible tax, openly 
pocketed by individuals. Thus, an audience 
with an official enrolling children in school, 
obtaining school certificates, access to 
medical care, a seat on a plane, an import 
licence, a diploma among other things are 
subject to this lax, which is invisible, yet 
known to the whole world” (Callaghy, cited 
p36). 

CLASS OF ‘GATEKEEPERS’ 

The emergence of a class of 'gatekeepers' 
exhorting a commission out of every deal, 
possessing monopoly over state resources 
and benefiting from this control has been 
well documented in the case of other posi- 
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colonial societies and has been termed 
variously as ‘booty capitalism', or 'rentier 
capitalism'. What we have to do is to go fur¬ 
ther in studying the consequences of such 
a distorted class formation. That such a class 
cannot be a productive class is axiomatic. 
'State managerialism* has been compared by 
some theorists to mercantile capital which 
can generate profits for the individuals con¬ 
cerned (M-c-M) but cannot expand the 
material base of the system (M-C-P-C'-M'). 
Obviously contradictions arise through such 
processes which generate unintended con¬ 
sequences and release unplanned for social 
forces and this is where the text becomes 
valuable and scores over other theoretical 
formulations. 

The existence of a parasitic state-based 
class can create problems for this class in the 
following ways: The notion of pairimonia- 
lism depends upon the continued existence 
and regeneration of material rewatds so that 
these can be redistributed. As resources are 
increasingly governed by the political 
aristocracies and their cohoits, this under¬ 
cuts the rational prerequisites of economic 
activity, because the resources are consumed 
not rechannelised into production which is 
an essential feature of expanded reproduc¬ 
tion of capitalism. The gathering together 
of material benefits in the absence of such 
expanded reproduction is of necessity 
limited. The state becomes less effective in 
gathering public revenue and corresponding¬ 
ly less able to participate in the politics of 
redistribution as the material ba.se dimi¬ 
nishes. The expansion of state-based person¬ 
nel on the one hand and the amassing of 
wealth by these personnel on the other 
weakens the administrative apparatus and 
the capacity of the state to control the pro¬ 
cesses of accumulation and distribution. 
Th' in turn has two major implications: 

(a) As Slate control both in terms of produc¬ 
tion and reproduction wavers, oppori unities 
arc generated for other social groups for 
accumulation and socio-economic mobility. 

(b) As the Slate becomes an arena for fac¬ 
tional infighting over control over patronage. 
Its legitimacy is increasingly questioned by 
the subordinate classes increasingly oppres¬ 
sed by insistently adverse economic and 
political conditions. 

WEAKENING OF STATE APPARATUS 

The weakening of the state apparatus 
despite the expansion of powers and func¬ 
tions, let alone personnel, is a characteristic 
feature of most post-colonial societies and 
is one of the main reasons for the emergence 
of the authoritarian state faced by loss of 
control over meaningful activity and social 
processes. The omnipresent state need not 
necessarily be the omnipotent state. This is 
mainly due to the fact that it adopts myopic 
policies fatal for the reproduction of the 
system as a whole or for itself. MacGaffey 
makes the same point when she describei 
the ‘strong’ state as "hardly more than a 


superstructure of privilege; a place where 
political mechanisms concentrate natund 
resources” (p 46) 

The predatory nature of the state ap¬ 
propriating material rewards made possible 
by Zairianisation coupled with the mis¬ 
management of resources, deterioration of 
the infrastructure, misuse of finances and 
credit, encouragement of imports which 
offer potential profit instead of development 
of the agrarian sector, shortage of foreign 
exchange and thereby of crucial inputs, add 
up to a di.smal scenario of corruption plus 
debt plus economic crisis. This makes 
survival difficult for the subaltern classes as 
well as the upper classes who cannot manage 
on their salaries alone. 

The misnianagemeni of the economy has 
led to the further shrinking of the arena of 
the contiol of i he state by compelling people 
to look for alternative opportunities for sub¬ 
sistence. One of the fundamental ways in 
which this IS done is by the evasion of con¬ 
trols and coiistiaints thtough participation 
in the second economy. In taking up the 
issue ol a second economy MacGaffey has 
entered into a fast-raging debate about 
wlicihci the second economy or the ‘inlbr- 
nial’ sector should be regarded as separate 
economic circuits requiring a separate ter¬ 
minology or segments ol one economic 
circuit since they along ssith the ‘formal’ 
economic segment produce goods creating 
value and participate in the exchange net¬ 
work. In the context of Zaire, the specific 
feature of the second economy which 
distinguishes it from the first is its evasion 
of state controls, either because it is illegal 
or it does not pay taxes and other tithes 
levied by the state. It covers thus both pro¬ 
duction, e g, growing of crops meant only 
to be bought by the state or illegal activities 
such as payoffs, forgeries, sale of false 
documents, false bills et al and exchange, 
that is, selling to agencies outside state 
channels. The second economy is spaced 
therefore in areas where stale controls have 
slackened. The participants in the second 
economy may range from officials with 
access to crucial resources to the popular 
classes. The point is that by allowing indi¬ 
viduals to add to their material bases by 
various means, the second economy becomes 
the arenaJbr class .structuration, it therefore 
constitutes a challenge to the centrality of 
the state in moulding classes through its 
policies of redistribution. 

POLITICAL Implications of Second 
Economy 

The political implications of the second 
economy are vital in our understanding of 
the nature of state power. The subordinate 
classes organise thar own production and 
reproduction in response to the )»iiage 
unleashed by the state. This makes the con¬ 
trol of the state over the people problematic, 
because an alternative is provided by the 
peopic themselves to wage labour and oom- 
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indication so enemial to the capitalist 
process. ‘’The expansion of the second 
economy in Zaire is an indication of the dif- 
fkulty the state has in controlling the exten¬ 
sion of cartalist relations of production and 
thar social reproduction. It is thus a measure 
of the decreasing signiflcance of the state for 
class formation" (p 22). 

Thus the second economy poses a 
challenge to the dominance of the state and 
capital. Capital can no doubt exercise con¬ 
trol at the point of exchange without 
organising production, because it is here that 
it limits the autonomy of petty producers. 
However, the constraints on exchange have 
been evaded through smuggling and other 
means. MacGaffey sees the organisation of 
such activities as resistance to the state. 
Resistance does not mean autonomy, since 
the petty producers are circumscribed by the 
overall system but what is important is that 
they take advantage of the spaces providing 
for social nobility. 

Further, the failure of the state to provide 
impersonal guarantees of status, wealth and 
security, leads to ethnicity, becoming the 
basis of patron-client relations and organisa¬ 
tion of political action, interest groups and 
resistance. 

The challenges to state and the extension 
of capitalist relations of production may not 
add up to a sustained challenge. What is im¬ 
portant is the fact as MacGaffey points out 
that social reproduction constitutes a terrain 
of struggle and is not unproblematic. Where 
people have alternative sources of livelihood 
or identity, they are incompletely assimilated 
into the system and this in turn highlights 
the limitations of the state to control the lives 
of people. Thus the existence of avenues 
other than those provided by the state for 
subsistence and the consolidation of net¬ 
works based on ethnicity give to the people 
alternative ways of comprehending their 
world outside the power of a hegemonising 
state. 

The increase in unrestrained economic 
aaivity following from decline of ad¬ 
ministrative capacity brings higher returns 
for labour as well as providing potential for 
investment in productive and distributive 
enterprises. Structures of economic oppor 
tunity have been provided by the second 
economy to the new commercial class that 
has emerged in this sector as well as to ethnic 
minorities and to women who are dis- 
privileged under the law. Women have 
emerged as prominent members of the new 
commercial class as the decline of the 
administrative apparatus has weakened male 
domination. 

New Entrepreneurial class 

The rise of the new entrepreneurial class 
is recent, but it is rooted, MacGaffey asserts, 
in productive rationally-managed enterprises 
and it is now moving into manufacturing 
capitalism. The base of this new class lies 
in the articulation of non-capitalist and 
capitalist uiodes of produaion. This arti¬ 


culation allows for an expanded role for 
merchants who benefit from low produce 
prices. The profits gleaned from unequal 
exchange have provided the material where¬ 
withal of entrepreneurial classes in some 
cases. Merchant capital is one of the pre¬ 
requisites for sustained accumulation, since 
it can be invested in productive enterprise. 
Taking Kisangani as a ca.se study, MacGaffey 
documents the emergence of a national 
capitalist class engaged in productive and 
distributive activities and supplying internal 
local market. This embryo national bour¬ 
geoisie invests its capital in expansion of the 
business rather than in consumption or 
stowing it away in foreign accounts. This 
contrasts sharply with the parasitic political 
aristocracy. 

The embryo bourgcoi.sie is emerging in the 
border areas between petty production and 
large foreign companies. It tends to invest 
in speculative ventures generating quick 
returns rather than in long-term ventures, 
and this class moves into new lines of 
business rather than expanding existing ones. 
The opportunities available to it are restric¬ 
ted. yet in the "profound irrationality and 
unpredictability of Zaire's present situation, 
the organisations and enterprises which 
function are those which have created their 
own rational environment” (p 142). 

In the concluding section MacGaffey 
reconciles the contradictory views of the 
Zairian state as being weak because it is 
unable to play a central role in the accumula¬ 
tion process, and its failures to protect the 
weaker sections, with the longevity of the 
state, within a framework that takes into 
account the contradictions of capitalism and 
the resultant crisis of accumulation and 
legitimacy. 

The complex and contradictory formation 
of the post-colonial state-based class alliance 
has led to on the one hand corruption 
resulting m a loss of legitimacy and on the 
other hand struggles as the other segments 
of the society refuse to comply. This refusal 
is evinced in the existence of the second 
economy. 

Short visioned developmental policies 
have forced people to participate in the 
second economy. Most people hold on to 
low paying government jobs only because 
these provide opportunities not available 
elsewhere. Adverse terms of trade against the 
agrarian sectors have likewise moved farmers 
into withholding their crops from sale to 
official agencies. An oppressive taxation 
system (on school fees, food, textiles, soft 
drinks and beer); high prices of available 
goods due to state protection of inefficient 
domestic industries; the lack of access to 
credit and corrupt marketing boards con¬ 
tribute to the immiserisation of the pea-san- 
tr> and a transfer of surplus to the urban 
sector as well as to the privileged classes. The 
incoherence and ad hodsm of the state has 
contributed to passive resistance as for 
example the evasion of forced cotton cultiva¬ 


tion, as well as open protests. "This interiday 
of attempted control and successful resis¬ 
tance, which sometimes opens up mobility 
opportunities constitutes the dynamic of an 
ongoing class struggle in an economic 
system in which labour is not completely 
alienated from the means of production, and 
shows how the emergence of the new, true 
capii list cla.ss is part of a much wider pro- 
cess"(p 210). 

RESISTANCt 

The text under review has highlighted an 
important fact of how most students of the 
developing world in their obsession with the 
domination/subordination relationship 
which is so manifest, miss out on the third 
aspect of this relationship and that is 
resistance. This resistance may not be as 
dramatic as, foi example, the urban revolts 
in western Europe or the United States in 
the l')60s or peasant revolts in revolutionary 
situations—China, Vietnam, Guinea Bissau, 
Morambique-- yet they consist of the strug¬ 
gles of people to live their day-to-day life 
within the constraints operating on them. 
These struggles consist of evasion.s; utilisa¬ 
tion of opportunities and open protest and 
add up to revealing the limits of state power 
as well as limiting the arena of the state still 
further, in theorising about the state we have 
to ask ourselves the fundamental question 
of why do we need to theorise the state. If 
our purpose is political then it is obviously 
to locate the social spaces within which 
resistance can be constructed. It is here 
that 1 have a fundamental problem -with 
MacGafley’s text. Rather than focusing on 
popular democratic movements that are the 
only meaningful challenge to coercive state 
power, she focuses on the actions of thoM 
who are in a position to benefit from the 
gaps produced by myopic state actions. In 
this, those who cannot take advantage or do 
not want to do so are left unchronicled. In 
the process the work emerges as the study 
of the conflicts between an existing capitalist 
class (parasites) and an emerging one (entre¬ 
preneurs). Her fascination for Schumpeter 
(innovativeness) and Weber (raiiondity) 
blunts the cutting edge of the Marxian 
methodology used by her. This is probably 
why the .section on class is the weakest 
section of the book. It is synoptic and clast 
consciousness among the subordinate classes 
is dismissed in a few sentences. The focus 
of the work remaircs essentially on the 
dominant classes, those controlling the 
system and those in a potential position to 
control it. The incomplete nature of the 
work, however, does not detract from its 
inherent value which has been acknowledged 
at the outset. 

One final point: there is a marked ten¬ 
dency to insert the opinions of other writers 
often stated in lengthy paragraphs, instead 
of building up the argument and using other 
works to pad the points made. This detracts 
from continuity of expression and prevents 
a smooth flow'. 


Much 
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ESSAR GUJARAT LIMITED 

FORM IIA 
SEE RULE 4A(1) 


Form of gene(.ii notice to be given to the members 
of the public before making an application to the 
Central Government under sub-section(2) of Sec¬ 
tion 22 of tfie Monopolies and Restrictive Trade 
Practices Act, 1969 

NOTICE 

It IS hereby notified for the information of the 
public that ESSAR GUJARAT LIMITED proposes to 
make an application to the Central Government in 
the Department of Company Affairs, New Delhi, 
under sub-section (2) of Section 22 of the 
Monopolies and Restrictive Trade Practices Act, 
1969, for approval of the establishment of a new 
undertaking/unit/division. Brief particulars of the 
proposal are as under; 

1. Name and address of the applicant; ESSAR 
GUJARAT LIMITED, 13th Floor, Maker Chambers IV, 
Nariman Point, Bombay 400021. 2. Capital struc¬ 
ture of the applicant. Authorised Capital (as at 
31.05.1988) (Rs. in lacs); 3,00,00,000 Equity Shares 
of Rs. 10 each - 3000.00; 50,000 Preference Shares 
of Rs. 100 each - 50.00; Total ■ 3050.00; Subscribed 
Capital; 1,61,58,607 Equity Shares of Rs. 10 each - 
1615.86; 140 Preference Shares of Rs. 100 each - 0.14, 
Total - 1616.00; Paid up Capital; 65,32,907 Equity 
Shares of Rs 10 each - 653.29; 96,25,700 Equity 
Shares of Rs. 3.50 paid up 336.90; 140 Preference 
Shares of Rs. 100 each 0.14; Total - 990.33. 
3. Management structure of the applicant organisa¬ 
tion indicating the names of the Directors, including 
Managing/Whole-time Directors and Managers, if 
any; The Company is managed by the Managing 
Director, subject to the control, direction and super¬ 
vision of the Board of Directors of the Company. The 
names of Directors of the Company are as follows-. 
1. Shri Ravikant N. Ruie - AAanaging Director)2. Shri 
Shashikant N. Ruia; 3 Shri Inder Chand Jain; 
4 Shri Dwarakadas Udeshi; 5. Shri Sanjeev Shriya; 
6. Shri K.R. Ramamani; 7. Shri Prashant S. Ruia; 

8. Smt. Ldlita D. Gupta (Nominee of ICICI); 

9. Shri S.K. Shelat (Nominee of GlCC). 4. Indicate 


whether the proposal relates to the establishment 
of a new undertaking or a new unit/division. Yes, 
the proposal relates to the establishment of a new 
undertaking for manufacture of Hot Rolled Steel 
Strips/Sheets. 5. Location of the new undertaking/ 
unit/division- Village Hazira, Dist Sural, Taluk Chorasi, 
State-Gujarat 6. Capital structure of the proposed 
undertaking. Authorised, subscribed and paid up 
capital of Rs. 3000 lacs comprising 3,00,00,000 
Equity Shares of Rs. 10 each 7. In case the pro¬ 
posal relates to the production, storage, supply, 
distribution, marketing or control of any goods/ar 
ticles, indicate; i) Names of goods/artides.- Hot 
Rolled Steel Strips/Sheets, ii) Proposed licensed 
capacity-. 1,50,000 TPA iii) Estimated annual turn 
over- Rs 12150 lacs. 8 In case the proposal relates 
to the provision of any service, state the volume of 
activity in terms of usual measures such as value, in 
come, turnover etc.. Not applicable. 9. Cost of the 
Project. Rs 10,000 lacs 10. Scheme of finance, in 
eluding the amounts to be raised from each source 
fRs. in lacs); Equity (including internal accruals and 
public issue); 3500; Borrowings from Financial Inslitu- 
tions/Banks; 6500; lotal-. 10,000. 

Any person interested In the matter may make a 
representation in quadruplicate to the Secretary, 
Department of Company Affairs, Government of 
India, Shastn Bhavan, New Delhi within 14 days from 
the date of publication of this notice, intimating his 
views on the proposal and indicating tfie nature of 
his interest therein. 

Dated this 1st day of March, 1989 

For ESSAR GUJARAT. LIMITED 

K.M. VENKATESWARAN 

COMPANY SECRETARY 

Registered Office- 

13th Floor, Maker Chambers IV, 

Nariman Point, 

Bombay - 400021. 
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Medicine Business 

Rama Vaidyanathan Baru 

Tile BuainesB of Medicine: Private Health Care in Britain by Joan Higgins; 
London, Macmillan Education, 1988; pp ix + 2S9, £ 6.9S 


THE National Health Service (NHS) 
established in 1948 was one of the pillars of 
the welfare state in post-war Britain which 
ensured the provision of health care to 
everyone irrespective of personal means or 
ability to pay. Over the years the NHS has 
played a dominant role in the supply, finance 
and control of health services and this has 
often been contrasted with the situation in 
North America and some west European 
countries where the private sector has 
dominated and state-supported services have 
been minimal. Until the late seventies, the 
private sector in Britain was essentially a 
‘cottage industry’ and played only a ynall 
role in providing health care. However, after 
the conservatives came to power in 1979, 
Margaret Thatcher initiated several measures 
to privatise various spheres of the economy 
and welfare services. This has had its in¬ 
fluence on health care as well, which resul¬ 
ted in an increase in the number of private 
hospitals and the transformation of this 
'cottage industry' into a venture of big 
'business. Increasingly, a number of private 
hospitals are owned by British companies 
and American multinational corporations. 

In the book under review, Joan Higgins 
examines not only the growth and transfer 
mation of ‘for-profif medicine but also the 
public-private mix in the provision of health 
care in Britain. She focuses on certain key 
issues which include the public-private mix 
that existed before creation of the NHS and 
why it was allowed to continue even after its 
establishment, the transformation of private 
medicine after the mid-70s and the reasons 
for this and lastly why patients choose to go 
private. In order to address herself to these 
specific issues she has looked at only some 
aspects of ‘private health cate’ which include 
private practice by doctors and service 
charges within the NHS and private hospi¬ 
tals and insurance outside it. The issues 
discussed by Higgins do have relevance to 
the Indian situation especially at a time 
when the government is encouraging the 
growth of the private sector by offering con¬ 
cessions. Even in India big and regional 
business groups have made inroads into the 
provision of medical care resulting in the 
transformation of what were essentially 
small-scale concerns Imo corporate ventures. 
One can also draw parallels between the 
public-private mix in Britain and India 
especially when some states like Maharasl^ 
and Andhra Pradesh have introduced user- 
charges in several of their public hospitals 
and most states allow government doctors 
to practise privately. 

The first two chaptds of this book are 
devoted to a detailed account of the 
oiganisation of health care prior to the laun¬ 


ching of NHS and the debates that surroun¬ 
ded the issue of retaining private practice 
and 'pay beds' even after its creation. Hig¬ 
gins discusses at great length the influence 
of the medical profession in shaping public 
policy and the ideological divide even within 
the I,abour Party on the issue of private 
practice. 

PUBLIC-PRIVATfc Mix 

Prior to the launching of NHS, medical 
care was provided through voluntary organi¬ 
sations, local authorities, small private nur¬ 
sing homes and individual private practi¬ 
tioners. Most of these services were concen¬ 
trated in urban, affluent regions of the coun¬ 
try thereby reducing accessibility to a large 
.section of the population both socially and 
geographically. Given the type of services 
available, money played an important role 
in use of these facilities. The poor usually 
received free treatment in voluntary and 
public hospitals, the rich paid for their ser¬ 
vices, however, it was the middle cla.-ises who 
were at a loss and they put considerable 
pressure on the government to introduce 
reforms in health services after the war. 
When the idea of a nationalised health ser¬ 
vice was conceived, its aim was to provide 
comprehensive health care free of cost. 
However at this stage there was no proposal 
to either nationalise voluntary hospitals or 
abolish private practice. There was a clear 
division of opinion on this issue between the 
conservatives and the radicals. The British 
Medical Association (BMA) and the conser¬ 
vatives were apprehensive that a nationalis¬ 
ed health service would affect their private 
interests while the radicals were concerned 
that allowing private practice would under¬ 
mine the public service. After much delibera¬ 
tion the labour government decided to allow 
private practice by consultants and general 
practitioners and also to retain ‘pay beds’ 
within the NHS in order to ensure co¬ 
operation fron) the professionals (p 18). 
These measures were seen as departures from 
the principle of a free health service by the 
‘left* within the Labour Party and feared 
that doctors would devote their energies to 
maintaining private practice at the expense 
of public patients. 

Through the 1960s and 70s the debate 
about private interests in the NHS kept 
surfacing and a committee was appointed 
by the conservative government to study the 
advantages and disadvantages of private 
practice. The findings showed that the dis¬ 
advantages were many and these included 
preferential treatment to private patients and 
charging for beds by consultants. Junior 
doctors and nurses complained that some 


doctors were n^lecting tireir NHS duties 
because of their private interests and there 
were also charges of borrowing and theft of 
drugs and equipment by NHS sufi' engag¬ 
ed in private practice. The detailed report 
suggested that the retention of private in¬ 
terests within the NHS had a damaging ef¬ 
fect upon it. However, the conservative ma¬ 
jority on the committee ensured that the 
stains quo would be maintained and no ac¬ 
tion was taken on the report (p 63). 

The controversy surrounding the public- 
private mix came to a head when the Labour 
government in 1974 decided to separate 
private practice, phase out ‘pay beds’ and 
regulate the growth of private hospitals. This 
move by the government evoked strong reac¬ 
tions from the private sector and BMA, who 
threatened to go on strike. In the face of 
threat by doctors, the government assured 
them that they were committed to private 
medical practice and ‘pay beds’ would be 
closed down only in those areas where alter¬ 
native facilities were available for doctors to 
carry on with their private work (p 70). 

Till the mid-705. the private sector had 
assumed a low profile by avoiding conflicts 
with the government. The private sector crni- 
.sisted of voluntary hospit^ nursing homes 
and a few insurance companies and catered 
essentially to middle and upper middle 
classes. However, the proposals by the labour 
government to separate private practice from 
the NHS, phase out ‘pay beds’ and tdiatge 
for use of equipment evoked strong reactkmt 
from hospital companies because mai^ of 
them made use of ‘pay beds’ and diagnostic 
equipment within the NHS. Sensing the ag- 
gres.sive .stance of the government, the British 
United Provident Association (BUPA) which 
is the oldest hospital company in Britain, 
played a leading role in forming the Indepen¬ 
dent Hospitals Group (IHG) which campai¬ 
gned very actively against the separation of 
private practice from the NHS. At the saipp ■ 
time private hospital companies start^ 
developing facilities outside the NHS and it 
was during this period that BUPA establish¬ 
ed a corporate concern and the American 
Medical International Health Care Ltd 
(AMI) also made inroads into the British 
market. 

in 1979 the private market changed con¬ 
siderably mainly due to private insurance 
and hospital companies and the conservative 
government which created the conditions f«’ 
its growth. The government introduced seve¬ 
ral changes in the NHS which facilitated all 
consultants to practise privately. In addition 
tax concessions were offered towards pur¬ 
chase of private insurance and expansion of 
small businesses and growth of consultant- 
owned ho.spital$. There were problems within 
the NHS itself which contributed to the 
growth of the private sector. Outing tbe 
seventies there were cuts in public expen¬ 
diture which led to the closure of small 
hospitals which resulted in growing waiting 
lists for surgical and other specialist cases. 
These problems were used by the private 
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their own f mace and used 
!-1d to persuade the public to buy insurance 
and medical care. 

Until 1979, private hospitals were small 
with around 30 or 40 beds owned either by < 
religious or charitable organisations or 
‘for-pront’ companies and nearly 95 per cent 
of all private teds were m such hospitals. 
However, the post-1979 phase saw the rise 
of hospitals owned by large corporation.s, 
both British and American In 1979 these 
eorporations had owned only 28 per cent of 
all private teds but by 1985 they owned 
nearly 52 per cent. As Higgins points out 
the rise of the corporations led to either the 
dosing down or take over of smaller hospi¬ 
tals. Apart from providing medical care 
through hospitals, many of these corpora¬ 
tions have diversified into private primary 
carc^ diagnostic facilities, dental and optical 
care, institutional care, abortion facilities 
and in-vitro fertilisation. 

CoNFum wrtHiN Privatf Sm ior 

Although there has been a buoni in this 
sector, there are conflicts emerging within 
it. These are essentially between the ‘non¬ 
profit’ and ‘for-profit' groups as well as bet¬ 
ween British- and American-owned enterpri¬ 
ses. In faa BUPA has repeatedly accused the 
AMI of pushing up t'ost of medical care by 
establishing large ‘luxury’ hospitals. Since 
AMI is a multinational corporation with ex¬ 
tensive resources it has been an important 
influence on the British market. As Higgins 
observe.s, the entry of American corporate 
medidne has led to the transformation of 
what was essentially a ‘cottage industry' 
nurtured by BUPA and Nuffield into a 
“more aggressive, competitive and profit 
oriented enterprise”. Apart from AMI there 
are seven American corporations operating 
in Britain, The reasons for American com 
panics entering Britain are two-fold: the 
changes in British policy .since mid-seventies 
has been the pull factor but equally impor¬ 
tant are the changes that have taken place 
within the American health care industry 
which have pushed lhc.se corporations to 
seek newer markets. The mid-seventies was 
marked by recession and public expenditure 
cutbacks in America, which resulted in the 
government prescribing limits on charges by 
private hospitals. This coupled with escala¬ 
ting cost of medical insurance resulted in fall 
in bed occupancy which curtailed profits in 
many of these hospitals. This was an impor¬ 
tant reason why these corporations moved 
iitto newer markets. Within America many 
of them are shifting from low profit areas 
like cardiac surgery, intensive care and 
obstetrics to areas like psychiatry and drug 
addiction where they are assured of higher 
profits. Yet another factor re.sponsible for 
entry of American corporations is the lack 
of strict controls on the private sector in 
Britsun. As Higgins observes, the controls 
on the private sector are far more strict in 
America than they are in Britain. 


Givm the growth of the prlvaie sector the 
question that arises is who resorts to these 
services? In this section, Higgins refers to 
various surveys conducted on user patterns 
but acknowledges that these at test provide 
rough insights. Some surveys indicate that 
it is generally the middle and upper middle 
classes who use private services. The young 
and the old make relatively little use of it, 
as do the poor, sick and unemployed. How¬ 
ever, Higgins argues that it would be 
simplistic to state that the private services 
arc for the ‘tetter off while the public ser¬ 
vices are for the poor. This is specially true 
for Britain where there is a public-private 
mix ill the provision of services and people 
across classes make use of the NHS. SKond- 
ly, since the private sector is heterogeneous 
them is considerable variation in size, owner¬ 
ship and objectives of institutions. There¬ 
fore, the patients who use the private sector 
also differ in their social backgrounds and 
expectations. 

In fact what one notices is that there is 
a con.siderable amount of fluidity in the 
public-private mix rather than a rigid and 
structured relationship between the two. The 


reasoitt'coouBi^ kited fdr'igaijiig 
the long waiting nsts in the NHS, desim for 
privacy, freedom of choice and some who 
took the view that they would get better 
treatment if they paid for it. However, the 
Patients Association believes that the private 
sector was attractive to patients because of 
the inadequacies of the NHS which have 
been caused by consulunts undertaking 
private work. 

The heart of the debate in this book is 
about the tension that exists between two 
models of health care distribution, one 
which is based upon the principle of equality 
of access and the other on the market prin¬ 
ciple of ability to pay. As Higgins points out, 
the rise of private medical cate has not only 
pushed up the cost but has made medicine 
more of a business than a humanitarian 
effort. These issues are applicable to the 
Indian situation where not only is there a 
public-private mix in the provision of 
medical care but the last few years have 
witne$.sed the growth of corporate medicine 
and an increase in the import of medical 
equipment and technology increasingly 
transforming medical care into business. 
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SPECIAL AarntxE 


The State, Religious Fundamentalism 

and Women 

Trends in South Asia 

Amrita Chhachhi 

The grovfth of state-sponsored retigious fundamentatism is one of the crucial issues ctffecting women. Recent 
years have seen a shift away from even the liberal rhetoric of equal rights /or women with the passing of 
laws withdrawing legal and political rights which women had already won. These trends, however, go along with 
government policies and programmes to integrate women into development. This apparent contradiction can be 
seen as two sides of the same imperative to control and direct women's labour, fertility and sexuality to suit both 
capitalist and patriarchal interests. 

This paper examines the basis for the emergence offundamentalism and the implications of such a state ideology 
for the women's movement. It is argued that capitalist development in these countries, however distorted and 
uneven, has led to a weakening of traditional patriarchal controls over women especially within the family. Religious 


fundamentalism as a state ideology 

ONE of the crucial issues affecting women 
in south Asia today has been the growth ot 
state-sponsored religious fundamentalism. 
This is occurring in the context of increas¬ 
ing evidence of violence against women— 
dowry murders, sexual harassment, rape 
often by the police and army, and the throw¬ 
ing of acid on women in the streets.' As a 
result of campaigns and agitations by 
women’s movements, these incidents have 
been highlighted and the governments have 
passed some preventive laws, albeit with 
many loopholes and limitations. However, 
what is significant is that in recent years 
there has been a shift away from even the 
liberal rhetoric of equal rights for women 
and laws have been passed to withdraw the 
legal and political rights which women 
already had won. These developments are 
linked with the broader process of economic 
and political change which have laid the 
basis for religious fundamentalist groups to 
grow, as well as for the support to these 
tendencies by the governments in these 
countries. 

The emergence of fundamentalist groups 
is not specific to south Asia alone. Fun¬ 
damentalist forces, often with sute support 
have emeiged in Sudan, Nigeria, EgyiA, and 
Malaysia, with Iran offering the best exam¬ 
ple of what implications this phenomenon 
has for women. Iranian women took an ac¬ 
tive part in the anti-imperialist struggle 
againtt the Shah, making tlw veil into a sym¬ 
bol of resistance only to find themselves 
pushed afterwards into the restricted roles 
of mothen and wives. The Vhador* became 
a legally binding requirement, the age of 
marriage was reduced to 13 years and divorce 
became nearly impoMible[Haleh Afshar, 
1983], 

These treads whh ven^ specific mjunctions 
for women can be seen also tai developed 
capitalist countries, thus bdving any Unk of 


could provide a coincidence of capih 

this phenomenon with backwardness and 
underdevelopment. In fa9t many of these 
movements use the latest and most sophisti 
cated technology in modo’n communica¬ 
tions. In the United States, the Moral 
Majority, with close links with the extreme 
right, have initiated a reign of ’holy terror’ 
with senators opposing the Equal Rights 
Amendment on the grounds that it undtn-- 
mines the family and “deprives men of their 
right to come home from work to a fresh 
martini, cooked dinner and a cheerful and 
compliant wife’’ [Flo Conway and Jim 
Siegelman 1984]. Electronic evangelists fill 
the air waves with relentless exhortations at¬ 
tributing all of America’s problems to the 
communist menace and the recent move¬ 
ments for racial, sexual and social 
emancipation. 

In south Asia in recent years a number of 
developments show the increasing hold of 
religious fundamoitalist forces in the region. 
In 1986, the Indian parliament passed a bill 
called the Muslim tMimen’i Protection of the 
Right of Divorce BiU. which withdrew a right 
from Muslim women to appeal for main¬ 
tenance under a special provision in the 
Criminal Prooedure Code This bill was pass¬ 
ed after a period of mass demonstrations, 
strikes and petitions presented by Muslims 
and Hindus all over the country, as a reac¬ 
tion to a Supreme Court judgment to grant 
a 73 year old woman, Shah Bano, the paltry 
sum of Rs 179 per month as maintenance 
frmn her husband A simple issue of women’s 
rights turned into an issue of minority vs 
majority community interests and led to a 
withdrawal of legiil rights .for Muslim 
women. 

In Pakistan, the Hadood Ordinance of 
1979, sanctioned flogging for adultery and 
rape^ with little to distinguish the two, a Law 
of Evidence reduced a woman's evidence to 
half that of a man, and on June IS. 1988, 
the Shariah Qrdiiumoe was announced which 


it and patriarchal interests. 

provides for ‘muftis' to advise the Federal 
Shariat, high court and Supreme Court. 
Under the ordinance, the Family Laws Or¬ 
dinance 1961, which testricted unilateral and 
oral divorce and abolished child marriage, 
could be pronounced un-Islamic. 

In Bangladesh, while there have not been 
specific changes in the law as yet, attempts 
are being made to assert ‘Islamic’ codes of 
dtess and conduct for women. Women an¬ 
nouncers on television were told not to cover 
their heads and not to wear ‘bindis’ ontheir 
foreheads.^ On June 18, 1988, the govern¬ 
ment passed a bill making Islam the state 
religion. 

These attempts to revme the status of 
'll'omen withdraw the rights which earlier 
generations of women had won, all in the 
name of preserving traditions and the fun¬ 
damental tenets of a religion needs to be 
understood in relation to the role of the state: 
While this is clear in countries where a 
religion is the state religion, even in coun¬ 
tries which purport to be secular, there seems 
to be support if not outright sponsorship of 
fundamentalism. Interestingly these trends 
go alongside government policies and pro¬ 
grammes to integrate women into develop¬ 
ment. These are not just part of the rhetoric 
of the International Women’s Decade which 
most governments have to project as part of 
their ‘modern and progressive image’. Nor 
are they the result of the lobbying and 
recommendations of women reseai^ers and 
activi.sts since the programmes do not incor¬ 
porate crucial elements they hove identified 
as ensuring that the mass of women would 
benefit from these schemes. In India foi 
instance, the recommendations made by the 
Status of Women Committee 1975 and 
subsequent suggestions for the National 
Perspective Plan for Women, have either 
been ignored or incorporated in a piecemeal 
way. These government programmes for 
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an • teicctive package of 
PMaa$»H>i^l) aim to integrate women in¬ 
to (^utntg- development procettes in a 
tpeciftc way. the apparent contradiction 
between special programmes for women’s 
employment and skill-training and the pass¬ 
ing of restrictive laws which raise images of 
medievalism in the twentieth century can be 
seen as two sides of the same imperative to 
control and direct women's labour, fertility 
and sexuality to suit both capitalist and 
patriarchal interests. 

Although significant work has been done 
on the implications of capitalist development 
on women’s work and the fact that the needs 
of capital and the needs of patriarchy can 
either coincide or conflict with each other, 
more work needs to be done at a theoretical 
and empirical level on the relation between 
the state and women’s subordination. This 
paper will look at one phenomenon—reli¬ 
gious fundamentalism in the south Asian 
context (i e, Pakistan, India and Bangladesh) 
with a special focus on India, and its rela¬ 
tion to state ideology and women’s subor¬ 
dination. The basis for the emergence of 
fundamentalism, the connection of this with 
increasing attempts to reassert control over 
women, and the implications of such a state 
ideology for the women’s movements in the 
region are discussed. It is argued that 
capitalist development in these countries, 
albeit in a distorted and uneven form, has 
led to a weakening of traditional patriarchal 
controls over women especially within the 
family. New forms of patriarchal control are 
assert for instance in the labour mvlcet 
but the challenging of traditional patriarchy 
creates the basis for support to reU^ous fun 
damentalitt forces who provide an ideolo 
gical justification to reassert traditional con¬ 
trols. In this context, religious fundamen¬ 
talism as a state ideology could provide a 
coincidence of capitalist and patriarchal in- 
ternts. The paper looks at the gender- 
speciRc implications of such a process and 
points out trends which could d^op, at the 
same time identifying certain countervailing 
tendencies. These preliminary reflections 
will, I hope, lay the basis far further 
theoretical understanding and more impor¬ 
tantly. practical strat^es to counteract such 
retrogressive trends. 

State and Religious Fundamentalism 
IN South Asia 

Pott-colonial states in south Asia have 
followed a capitalist path of development, 
notwithstanding the rhetoric of socialism, 
whether of the Indian or Islamic variety. 
There exist differences in the nature of the 
Staley for instance, the specifle constellation 
of class forces, the degree of depoidence or 
independence from foreign capital, or the 
degree of repression and the right to assert 
democratic rights. However, development 
programmes in all these countries for agri¬ 
cultural and industrial growth, have resulted 
in structural changes in the ownership and 
control over productive assets, especially 


lana which have furthered ^ 'pro^ of 
class and sexual differentiation. One con¬ 
tribution the decade has made is the 
challenging of the notion that development 
policies are sex-neutral; today there is a 
wealth of empirical material which docu¬ 
ments the differential effect of development 
policies on women and men. Ikchnological 
changes, legislation, etc, interact with a pre¬ 
existing class and sexual division of labour, 
both within the community and within the 
household. This has result^ in a deepening 
of inequalities between women and men, in 
terms of their access and control over food, 
education, health care and productive re¬ 
sources. State intervention is today, explicitly 
restructuring not just the arena of the 
economic but also other arenas of civil socie¬ 
ty, those which concern the most •private’ 
areas of religious beliefs, reproductive 
choices and man-woman relationships.’ 

Given this pattern of development, the 
continuous aggravation of inequalities of 
wealth, income distribution and uneven 
regional growth, have resulted in various 
forms of oppositional movements for land 
rights, higher wages, regional autonomy and 
implementation of legal rights. These move¬ 
ments have usually been repressed by govern¬ 
ments and power wielding groups, resulting 
in a tremendous increase in class, caste, com¬ 
munal and sexual violence since the mid¬ 
sixties. The inability of the governments to 
tackle the roots of these problems has- 
resulted in a crippling crisis of legitimacy. 

It is in this context that the ruling parties 
in all these countries are seeking to create 
an ideological unity through the sponsoring 
of religious fundamentalism. This was ex¬ 
pressed openly in General Zia's Islamisation 
drives and in a more covert form in India 
and Bangladesh. In 1977, the secular prin¬ 
ciples of the Bangladesh constitution were 
reversed and since then, the government has 
been supporting the growth of Islamic in¬ 
stitutions and linking up with Islam-based 
political parties, whose objective is to make 
Bangladesh into an Islamic state In spite of 
strong opposition, a bill has been passed 
making Islam the state religion. In India, the 
complicity of the ruling party in the attacks 
on Sikh families in Delhi in November 1984, 
the succumbing to Muslim and Hindu fun¬ 
damentalist pressures and the total lack of 
political will to solve the increasing com¬ 
munal tension in the country, have shattered 
the illusions of the secular ideology of the 
Indian state The trend is towards a com¬ 
munal state idecdogy with majority Hindu 
fundamentalism as a domiiunt oompraem. 

There are diffinences in the specific fac¬ 
tors necessitating the use of reUgious fun¬ 
damentalism to create an ideological unity. 
In Pakistan, the nationality question is the 
most important. The only way by which 
Punjabi domination in the economy, bureau- 
crai? and military could be preser^ by the 
ruling party was by stressing that there were 
no differences and hence inequalities in 
Hskistan since all were Musliins. A homo¬ 
geneous ‘Muslim’ idffltity had to be $tm%- 


structural inequaUtiei b atw n thepiovinQti. 
each with their own distinctive cukuie and 
language. Cciwral Zia himself, is said to have 
suted that without Islam, Pakistan would 
disintegrate overnight.* In Bangladesh 
whose creation, in fact,'is the best expres¬ 
sion of the fragility of religion u the basis 
of national identity, the upsurge in Islamic 
activities is linked to other factors. The 
dependence for foreign aid on the oil-rich 
Middle East, and the co-option of right wing 
fundamentalist foices in tire ruling party, are 
some of the factors pushing towards the 
Islamivition of Bangladesh [Emajuddin 
Aham^, 1983], 

In India, the situation is more compia 
since it cemtinues theoretically at least, to 
be a secular state. Rather than a direct 
projection of religious fundamenulist as a 
state ideology, there is a more indirect spon¬ 
sorship of fundamentalist forces. The 
emergence of state-sponsored religious fun¬ 
damentalism has to be seen in the broader 
context of the communalisation of Indian 
society.’ ’Communaiism’ as an ideology 
projects the “belief that because a group of 
people follow a particular religion, they have, 
as a result, common social, political and 
economic interests’’ [Bipan Chandra, 1984], 
Analysis has shown that this assumption of 
a homogeneous identity ignores the real divi¬ 
sions of caste and class and that in fact, a 
'conununal identity’ has no natural basis but 
has to be created. In spite of the production 
of historical and contemporary studies 
which provide evidence of the above men¬ 
tioned processes, many commentators con¬ 
tinue to see the south Asian region as one 
torn by inherently antagonistic religious 
communities, with the toots of this anta¬ 
gonism in the medieval post Recent attempts 
to analyse the Punjab situation see the con¬ 
flicts as the outcome of a ’Sikh’ history and 
tradition. Such analysis not only ignores the 
very signiricant caste and class diviuons 
amongst Sikhs, but also ignores the role of 
the ruling party in creating the present com¬ 
munal situation in that region. The demands 
put forward by the tqponol opposition party 
in Punjab (Akoli Dal), i a for water, ter¬ 
ritorial redivision with neighbouring states 
and Chandigarh as the state capital for Pun¬ 
jab. which were secular denunds, were con¬ 
tinuously ignored by the ruling potty till they 
became linked with the conununal demand 
for a separate nation, i e, Khalistan 
[Dipankar Gupta, 1983], The emergence of 
communaiism as an ide^ogy adiich leads to 
violence between groups which co-existed 
peacefully before has to be situated histo¬ 
rically and in relation to the specifle socio¬ 
economic and political factors leading to 
such developments. 

COMMUNALISM AND INDIAN STATE 

Historians have establithed that com¬ 
munaiism in the Indian subcontinent was a 
product of colonial underdevelopment, 
located most spectficatty aiuoagtf; die middle 
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cteMw,' the' ittakdown' ttf.'oMiii' cfaui 
ideatitiet and Katus lyilems, dong with 
aconomic stagnation forced middle class 
Indians to compete with each other for the 
scarce resources. The ensuing frustration, 
combined with a sense of deprivation and 
fears of the loss of identity, created a volatile 
situation in which a religious issue could 
trigger off immediate violence and extreme 
brutality. Given a crisis of identity , the pro¬ 
tection of cows, or music before a mosque 
became crucial issues, issues of life and 
death, because these religious symbols came 
to represent symbolically, the preservation 
or destruction of these middle classes them¬ 
selves. It is therefore, not accidental that 
communal struggles during the colonial 
period occurred mostly over government 
jobs, educational concessions and the 
political positions in the legislative councils 
and municipal bodies which enabled control 
over them. Communal struggles were there¬ 
fore, over secular issues. In fact, the “pure¬ 
ly religious or theological content of com- 
munalism has tended to be meagre" (Bipan 
Chandra, 1984], 

In addition, from the end of the nine¬ 
teenth century, communalism became an im¬ 
portant instrument of colonial policy in the 
effort to thwart the rising national move¬ 
ment. Communalists, especially the Muslim 
IjQBgue were encouraged through the ready 
acceptance of their demands, official 
patronage, etc. The Indian national move¬ 
ment itself, though secular in its objectives, 
also used communal consciousness. There 
was a distinct Hindu tinge in the leadeiship's 
work and thought. Many nationalists iden¬ 
tified nationalism with the revival of Hin¬ 
duism. Modern literature in Bengali, Hindi 
and Urdu was partly communal in tone, por¬ 
traying Muslims as foreigners and oppre.ssive 
lecherous tyrants, while Hindus were por¬ 
trayed as heroes struggling for positive 
values. Many leaders ti.sed Hindu symbols, 
idioms and myths in their political speeches 
and writings. India was often referred to as 
the Mother Goddess or compared to Durga, 
Kali, and other Hindu goddesses. Gandhi 
toa appealed to people in the language of 
religiosity, for example, his interpretation of 
independence a.s Ram Rajya [Bipan Chan¬ 
dra, 1984]. 

The same divisions affected women in the 
early women’s movement and national 
movements. In their struggle for suffrage, 
education and legal rights, both Hindu and 
Muslim women attacked the system of seclu¬ 
sion. However, as communal divisions inten¬ 
sified. Hindu feminists bqtui to see purdah 
(seclusion) as a custom brought to India by 
Muslim invaders and a cause for the fall in 
women’s high status in the Golden Age, and 
Muslim women, fearing that they would be 
swamped as a minority in an India ruled by 
a Hindu majority, began to defend passages 
in the Quran about female modesty 
(Gerddine Forbes, 1982]. 

This Hindu tinge in the national move¬ 
ment and the subsequent failure in foster¬ 
ing the development of a national con- 


riflpiisnest in the pbst-independdnee period 
left the space for communalism and cas^sm 
to grow in spite of a secular Constitution. 
While communalism in the present period 
docs not have the same causes as under col¬ 
onialism, ai ihc level of ideology, it does find 
an echo in past nicmorie.s of communal 
violence. 

in the decade between 1950-1960 com¬ 
munal incidents were few but since the 1960s 
iheic has been a tremendous increase in 
communal violence involving many more 
communities and creating new divisions as 
foi instance, between Hindus and Sikhs. 
'Ihcse incidents occuired mainly in urban 
areas, though leccntly. communal violence 
has spa-ad to rural hinterlands as well. 

Analysis of these incidents have shown 
that they were systematically planned with 
selective targets and were a disguised form 
of economic competition between the two 
communities. In many cases, the targets were 
Muslim artisans and small entrepreneurs 
who had achieved a degree of relative pro¬ 
sperity and were cutting out the traders who 
happened to be Hindus. This competition 
for scarce resources—markets or jobs, has 
even led to the old caste conflicts being con¬ 
verted into communal struggles today 
[A R Desai, 1985, Asghar Ali Engineer, 
1985). Another significant factor behind 
these incidents of violence was the evidence 
of the complicity of the ruling party in either 
engineering these riots or not acting swiftly 
to prevent theii occurrence. Fact after fact 
in Punjab, Delhi, Meerut, Bhiwandi, all 
point out the complicity of the ruling party 
and the state apparatus.** 

Behind the specific ‘riot’ however, is the 
much more disturbing growth of communal 
ideology amongst large sections of people. 
Over the year-, there has occurred a con¬ 
solidation of Hindu sentiments, a process 
which escalated when some dalits converted 
to Islam in .south India. Hindu oiganisations 
held conferences, and went on all-India 
pilgrimages carrying holy water from the 
Ganges. Organisations like the Hindu 
Manch. Vishwa Hindu Parishad, Hindu 
Ekta Manch. along with the older Rashtriya 
Swayamsewak Sangh, have initiated militant 
programmes to counter what they perceive 
as a threat to Hinduism. These oiganisations 
are highly authoritarian in structure, have 
para-military wings and an ideology of 
Hindu expansionism. For instance, the 
Vishwa Hindu Parishad has openly declared 
that Hindus are the only people who accept 
India as their motherland and that national 
integration is synonymous with Hindu con¬ 
solidation. This includes the recovn-y of 
Pakistan, Bangladesh and Afghanistan as 
part of Greater India. Lilw fascist organisa¬ 
tions elsewhere, these are ail male-domi¬ 
nated, if not exclusively male organisations. 
These organisations have been given state 
patronage, are allowed to function freely 
with members of the ruling party publicly 
supporting and attending their conferences 
and meetings. 

This phase of communalism in India is 


significant in that H emdtges in a context of 
firing rriigious fundamentalism. Communal 
tensions in earlier periods have not necessari¬ 
ly been accompanied by fundamentalist 
movements. The other significant factor is 
the role of the ruling party in supporting 
these religious fundamentalist forces, 
especially Hindu fundamentalists. In sharp 
contrast to its positions in the late 1960s and 
70s, the ruling Congiess Party has now 
shifted from its earlier public condemnation 
of communalism and of Hindu otganisations 
and support to the victims of minority com¬ 
munities (in particular the Muslims) to a 
more generalised condemnation of com- 
miinaiism and the foreign hand in public 
pionouncemenis along with a series of con¬ 
cessions to communal demands, a refiuai to 
indict individuals identified as being respon¬ 
sible for the violence^ and a stifling of 
secular opinion, both, within and outside the 
ruling party. 

This shift in the stand of the ruling party 
on communalism was partly due to an dice- 
torai strategy to cash in on the 'Hindu vouf, 
especially in north India. When this strategy 
did not result in large-scale support in the 
1986 by-elections, there was a shift back to 
and a succumbing to Muslim fundamentalist 
demands by pushing through the Muslim 
Women’s Bill. The ruling party played one 
communalism off another in the electoral 
iiiirnhers game. However, it would be a 
mistake to see the consolidation of com¬ 
munalism today only as the backlash of a 
short-sighted electoral strategy. There are 
deeper factors at work which need further 
research and exploration, to enable us to 
understand the reasons for people's responses 
to communal propaganda and (he increas¬ 
ing crisis of the ideological legitimacy of the 
Indian State and its need for a new hege- 
roonising ideology. 

An area for further exploration would be 
to see how far the attempt to forge a 'na¬ 
tional’ identity after the collapse of anti¬ 
colonial nationalism would take the form of 
a projection of a Hindu nationalism. Post¬ 
independent India did have in the early 
period an anti-colonial nationalism to bind 
together and give legitimacy to the newly 
created 'nation-state’. This was also due to 
the fact that the Indian national movement 
was a mass-based national struggle for in¬ 
dependence. Now 40 years later, given the 
results of development policies, the state can 
no longer claim legitimacy from past strug¬ 
gles. In addition, precisely due to uneven 
regional development, there arc movements 
in many part.s of India for regional autonomy 
and decentralisation of power and economic 
resources. These movements have come in¬ 
to sharp conflict with the centralising 
tendency of the Indian state, and the ruling 
party has through deliberate strategy or 
mismanagement turned some of these into 
communal, sectarian or separatist move¬ 
ments. The centralising tendency of the state 
requires some ideology of unity. It is here 
that Hindu fundamentalism could provide 
the new hegemonising ideology of nationa- 
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01^. More work needs to be done on 
^^dlictber such an ideology is synonymous 
v' With the purposes of the dominant classes 
;1 b contemporary India. State action and 
.Ufeology however does operate relatively 
fiUonomous from the immediate interests of 
these classes. Not onl> docs n represent the 
long-term intercst.s ot social capital, but as 
-Miliband has pointed out. 

seif interest and a conicption ol ihc national 
interest’ have been and arc powerful in¬ 
fluences in shaping the policies and actions 
of the people-m control ol stale (xiwci (Kalph 
Miliband, tOftt!. 

Both these factors can be seen in India— 
the use of communal electoral strategies by 
the ruling party to stay in power and the at¬ 
tempts to forge a national identity. The latter 
process has many contradictory tendencies 
with the ‘post-colonial nationalist' .sections 
Struggling against the ‘non-secular na¬ 
tionalist’ sections, as reflected in the debates 
about the meaning of secularism. Whether 
tndw becomes a Hindu fundamentalist state 
or not is an open question but the fact is that 
H is today a communal state with govern¬ 
ment support and even sponsoring of 
religious fundamentalism. The emergence of 
fundamentalism amongst sections of civil 
society could provide a basis for such a state 
ideology. An examination of the content of 
teligious fundamentalism shows that it could 
ensure state interests as well as patriarchal 
interests and not necessarily conflict with 
capitalist interests. 

These developments arc occurring in the 
context of a growing authoritarian state 
Structure. Over the years there has been in¬ 
creased investment in the police, para¬ 
military forces and the army, along with the 
passing of laws like the National Security 
Ordinance, Ibrrorist Affected Areas (Specif 
Courts Act, 1984), etc, which give wide 
powers to the police and the state apparatus 
over the lives of citizens. 

State sponsorship and the emergence of 
fundamemalist organisations among Hindus, 
Sikhs, Muslims and Christians along with 
an increasingly authoritarian state structure, 
has serious implications for the the future 
of democracy in India. These trends in the 
south Asian region have also very specifle 
and disturbing implications for women. Pro¬ 
cesses of class formation and the construc¬ 
tion of nationhood are not .separate from the 
particular forms of women’s subjugation in 
these countries. In the present context, 
religious fundamentalism as a crucial com¬ 
ponent of communalism provides a lethal 
combination to prop up or resurrect patriai- 
chal controls over women. 

REkiciious Fundamentalism and 
Women 

The terms fundamentalism, revivalism, 
obsewantism, are often used interchangeably' 
and loosely. There is considerable controver¬ 
sy over the use of these terms. In this paper, 
religious fundamentalism is used rather than 
revivalism. Revivalism implies a ‘renewed at¬ 


tention to’ ot ‘interest in* wbUe fundamwa- 
talism implies an adherence—often a strict 
and literal adherence to a set of basic prin¬ 
ciples. Thus there could be movements of 
religious revivalism which could over lime 
become fundamenulist, i e, focusing on only 
one set of principles as basic and true. The 
vr” of principles can vary, as studies on 
Islamic fundamentalism have pointed out. 
Commenting on the tendency to club 
together heterogeneous phenomena under 
the rubric of ’fundamentalism’, O Roy makes 
distinctions between fundamentalizm in 
Islam which could be 
a return to strict religious practice, as we 
observe in many emigre milieus, return to the 
observance of the text (study of the Koran 
and the hadiihs), which is the fundainen 
talism of the madrasa; and return to ihc 
religious law, to the practice of the Shariat, 
which is the fundamentalism of the 'ulania'..... 
pliver Roy, p 122, 19851. 
Fundament^ism is the “return to..., the 
rereading, the quest for origins". This 
rereading, return to the origins can take 
many different forms and therefore, is not 
in itself a political position. A purely tex¬ 
tual definition would equate the proponents 
of liberation theology in Latin America, 
who base their work on the original Chris¬ 
tian communities of Christ, with the lavings 
of right wing tele evangelists like Jerry 
Falwell and Oral Roberts in the United 
States. Movements inspired by religion— 
revivalist or fundamentalist- - have played a 
revolutionary anti-imperialist role in the 
national movements of the nineteenth and 
twentieth centuries, and hare also express¬ 
ed the needs and aspirations of working 
people. Religious movements, therefore, are 
not * necessarily conservative. Similarly, 
religious fundamentalism does not always 
refer to the past—in fact what is being 
asserted as a basic tenet is often a totally 
modern practice. This is why it is pro¬ 
blematic to call the recent occurrence of sail 
as a revival.^ In addition, the meanings that 
people give to these principles can also vary. 
For example, Iranian women who .supported 
Khomeini, and marched in thousands, as 
organised militant contingents turning the 
veil into a symbol of solidarity and .strug¬ 
gle, were not simply retreating to the past, 
but were asserting a certain positive concep¬ 
tion of the future. Islam offered an alter¬ 
native to the ‘consumerism and the modern 
consumer woman’ projected by the Shah’s 
economic and social policies (Azar Thbari 
and Nahid Yeganeth, 1982). Similarly, at¬ 
tempts by disadvantaged groups to rise in 
ritual status by strict adherence to ‘tradition’ 
or the Shariat are not seen by them as a 
return to medievalism but in fact as symbols 
of achievement [Cyan Pandey, 1983], 
Fundamentalism then, can only be under¬ 
stood in relation to a specifle historical con¬ 
text. It is crucial to identify when it emerges, 
which are the social groups initiating as wdi 
as constituting the support base of this 
phenomenon and what exactly is being pro¬ 
jected as the basic principles of adherence. 


One fonuie iltf^flindaineittBlisfn its seW' 
tivity in choosing what is the true and 
original teaching. In this sense fundamen¬ 
talism constructs a particular version of 
Islam/Hinduism/Sikhism/Christianity as 
the only valid representation of that religion. 
This construction makes little distinction 
between what i.s textual and what may be 
local specific cultural practices. Most signi¬ 
ficantly it abstracts from history and pro¬ 
jects that particular amalgam of belief, 
ritual and practice with a transcendental 
validity. In Pakistan for instance; the islami- 
sation process selects elements from 19 
schools of jurisprudence as well as customs 
and practices which odsted in the tighth and 
ninth centuries in what is Saudi Arabia, Inn 
and Syria of today. Similarly, the 'Hinduism' 
being projected by various Hindu organisa¬ 
tions as the only true Hinduism denies the 
historical existence of two sepamte and an¬ 
tagonistic religious tnditions amongst peo¬ 
ple designated aS Hindus One tradition was 
Brahmanism which was based on Vedic texts 
and the Dharmashastras, restricted to the 
upper castes, buttressed by royal patronage 
and the creation of a priestly caste. The 
Shramaiiic tradition (the Bhakthi move¬ 
ments weie seen as inticritor.s of this tradi¬ 
tion) was popular amongst lowct castes, had 
a univcr.salisiic ethic And exhibited a wide 
diversity in ritual and belief Historically one 
cannot speak of Hinduism as such but a 
variety o( ‘Hindu’ religions |Romila Thapar, 
1985 ], The Hindui.sm being claimed by fun¬ 
damentalist organisations draws on the first 
tradition hut here too it incorporates 
elements from caste customs, particularly 
Kshatnya notions of honour, as well. Social 
scientists have labelled this very modern 
Hinduism—syndicated Hinduism’ [Romila 
Thapar. 1985). 

That this contemporary construction of 
Hinduism (the same process could be seen 
in other religions) has no need of either tex¬ 
tual or historical verification was brought 
out very clearly in an interview with Rama- 
nand Sagar, the producer of a television 
serial on the Ramayan recently. When ask¬ 
ed about the historical sources for the film, 
he mentioned how during that period 
women did not cover their torsos but it was 
impossible for him to allow that on the 
screen since the image of Sita as a pure, 
chaste and ideal wife was so strong and im¬ 
portant that showing her without a blouse 
would violate the moral message of the 
serial.' Similarly when the Council of 
Islamic Ideology in Pakistan was discussing 
whether women should have the right to 
vote, whether blood money or compensation 
paid to a female victim should be half that 
of a male and whether women’s evidence 
should be half that of a man’s evidence in 
court, there was no discussion of ‘khula’ 
which is the Quranic equivatent available to 
women, of men’s right to the ‘talaq’ form 
of divorce. 

Since then the Hadood,Ordinance, the 
l,aw of Evidence and now the Shariat Bill 
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wMebiMiMU die juristfiction dr< the Sbariat 
Court to aH areas of life Howevn, even here 
there is the process of selectivity—while the 
Federal Shariat court is seen as having only 
an advisory role regarding fiscal matters, in 
matters of Muslim personal law, any judg¬ 
ment passed by the court will be binding. 
Almost all the issues concerning women’s 
rights fall under personal law. It seems that 
the criteria for selection and implementation 
of true Islam is the crucial area of man- 
woman relations rather than more general 
theological issues. The most glaring exam¬ 
ple of this was the announcement in the 
Budget 1988-89 of a National Jehiaz (dowry) 
Fund of Rs 200 crore for assistance to ‘mar¬ 
riageable daughters of the poor people'. In 
Pakistan people tend to see dowry as a 
Hindu custom and there is a Dowry Prohibi¬ 
tion Act as well but it seems that (he Dowry 
Fund is not contrary to islamisation. 

A similar proce.ss of selectivity can be seen 
in the codification and implementation of 
personal laws in India. While a common 
criminal code exists for every Indian citizen, 
areas of marriage, inheritance, divorce, etc, 
are governed by separate personal laws for 
Muslims, Christians, and Hindus. More 
studies need to be done on the process by 
which these personal laws were codified in¬ 
volving not only a specific interpretation of 
each religion but also the incorporation of 
the assumptions of colonial administrators 
and native representatives [Lata Mani, 1986, 
1988]. Hindu personal law for instance, was 
interpreted initially in 1712 when Warren 
Hastings appointed ten Brahmin pandits 
from Bengal to compile a digest of Hindu 
scriptural law in civil matters—mairiage, 
divorce, inheritance, succession. The.se inter¬ 
pretations, however, were only codified in¬ 
to one uniform law in 1941. Prior to this, 
there had been separat laws for different 
castes and communities, i e, separate custo¬ 
mary laws existed for Nairs, Nambudiris, 
Kulins, Jats, etc. The Draft Hindu Code was 
thus based on specifically Brahminical in¬ 
terpretations of Hinduism. Changes were in¬ 
troduced into this as a result of the strug¬ 
gles of women and men in the early women’s 
movement and hence contained some rights 
for Hindu women. It is significant, however, 
that the Hindu Code Bill was only passed 
after Independence, after a great deal of op¬ 
position. A process of secular reform to 
abolish all personal laws for a uniform civil 
code prior to independence was scuttled on 
the grounds of political expediency and 
although the ideal of a uniform civil code 
is enshrined in the Directive Principles of the 
Constitution, till today, separate personal 
laws continue to operate. 

It is not accidental that issues of religious 
identity are tied so closely with the regula¬ 
tion of relations between men and women. 
All personal laws, including the reformed 
Hindu law have certain common features 
which reinforce the patriarchal, patrilineal 
and patriiocal family. This is the main family 
form in India, especially in the north, cen¬ 


tra] and eastern paru of the country. Even 
where matrilineal fomu have existed, os in 
the taravad of Kerala, economic changes and 
colonial policy have invested de facto rights 
over property in the hands of men. Govern¬ 
ment intervention through changes for ex¬ 
ample, in laws on inheritance have tended 
to maintain this patriarchal authority. In 
situations of the breakdown and emergence 
of new class/caste/communal identities it is 
these elements of man-woman relations- 
which become crucial markets of identity. 
It is significant that during the agitation in 
Punjab, a demand was put forward for a 
separate personal law for Sikhs as well. This 
customary law deprives women of the right 
to property, and to divorce and contains the 
provision for a widow to marry her hus¬ 
band’s brother. All these features link 
patriarchal contiol to newly emerging class 
interests particularly the need to maintain 
and keep control over landed property by 
section.s of the Punjab peasantry. It is also 
not accidental that while the ruling party ig¬ 
nored the other secular demands for water, 
territoiy and Chandigarh as the capital city, 
this communal demand was being eomidcred. 

It is this linkage which needs to be explored 
to understand why religious fundamentalism 
has very specific implications for women. In 
this section we will look at two areas which 
illustrate this linkage—the emergence of fun¬ 
damentalism within civil society as the result 
of a challenge to and breakdown of traditional 
patriarchal structures and the process of iden¬ 
tity creation in situations of social and 
economic crisis. 

BRtAKDOWN trF TRADmONAL 

Patriarchal Structures 

If fundamentalists are calling for the return to 

the veil, it must be because women have been 

taking off the veil [Mima Mernissi, p 8, 1987}. 

There are twir processes occurring witMn the 
south Asian context which are leading women 
to ‘take off the vdi—the changing donand for 
women’s labour as a result of capitalist 
developments in agriculture and indus^ and 
the challenge of a newly-developed con¬ 
sciousness about the rights of women. 

In India, since the 1960s agrkultuial 
development has been based tm a technolo¬ 
gical package to increase agricultural (»oduc- 
tivity, marking a shift away fn»n the earlier 
focus on land reforms. The effects of the 
Green Revolution have been extensively 
documented. Although there are regional dif¬ 
ferences, depending on prior patterns of land- 
holding and landlessness, as weU as techno¬ 
logical constraints imposed by the kind of 
crop, there have been consideri^le dionges in 
women’s participatkm in wage labour and their 
pontion relative to men in the rural areas. 
Capitalist development has resulted m many 
peasants and marginal farmen loung their 
landholdings at the same time as there has 
been the crystallisation of a new layer of rural 
kulaks (li^ farmers). There has been a 
dramatic increase in the number of agricultural 
workers, within which section the number of 


vwnm is MgliKr and inaaaring fiuier 1 ^ 
number of men. The 1981 census showed that 
half of all ninl female workers (as against a 
quarter of all rural male workers) were wage 
workers. At the sanw time; wage work for 
women is more seasonal and as a result, most 
women are casual workers. The numbers of 
female culdvators has declined rdativr to men, 
highlighting women's lack of independent ac¬ 
cess to land [Bina Agarwal, 198S; Gila Sen,- 
1984], In addition, in IS states, surveys reveal 
an increase in the differential between male 
and female wages, with women’s earnings be¬ 
ing close to half or less than half of men'l 
earnings. 

On the other hand, the emeigence of a rich 
peasant class has led to the withdrawal o( 
women of this section ftom work in the flcMs, 
However, (his has not meant an im pr oveme n t 
in the status of these women. Seduskm mdy 
serves to hide die labour women perform 
within the household, which somelimea in- 
crea.ses as a result of hiring in wage lobout 
In any case, this process does not result in any 
increase in women’s economic control over 
resources and property or dedsion-making 
[Ursula Sharma, 1980). 

In Bangladesh, there has been an increasing 
trend of landlessness documented akmg with 
an increase in the number of poor feimde- 
headed households. Miafe-htraded houib- 
holds are estimated to range ftom 6.4 per cent 
to 16 per cent of all rural households. Annind 
40 per cent of all rural women are today seek¬ 
ing wage employment (Jannuzi and Ifeadi, 
1977]. 

Studies done on rural areas in Mdstm 
especially in the Punjab point out the hi|8> 
(fegrec of male out-migration and the inqxKv 
tance of foreign remittances in. changing dm 
rural setting. Although men do return home 
for crucial production periods, women haw 
begun to enter areas of work and take over 
decision-making in spheres previously die 
prerogative of men. One study notes the con- 
tradictofy implications of there changes. While 
some women are wearing modem dothei and 
cosmetics, for many others there is now the 
introduction of seclusion as women are with¬ 
drawn ftom work in the fields. The same study 
also points out to the increase in soda! net¬ 
working between women in different house¬ 
holds and the issues which are discussed 
together range from marriage allia n ces, pro¬ 
blems with family members to monetary mat¬ 
ters [Naveed-I-Rahat, 1986]. 

There are also variations in the effects of 
industrialisation strategies, but certain broad 
trends can be identified. In India, women 
were mainly employed in textiles, mines and 
plantations. In all these sectors there has 
bren a decline in women’s cmploymem, 
especially in textiles and coal mines. Of all 
non agricultural jobs that women lost dur¬ 
ing the period of 1911 and 1961, only 8 per 
cent were due to these jobs becoming ob¬ 
solete and in the remaining cases (92 per 
cent), women were simply replaced in their 
past occupations by men<[Nirinala Baner- 
jee, 1984], However, it is important to note 
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wwiMn lire i£BI employed Tuf thete in* 
dttw as contract labour or ttarouib 
llWii^eciuralisation of production to small 
auaiiitsbopsor home-based units, especially 
in die teidile industry [Amrita Chhachhi, 
1993}. . The decline in the relative and 
absolute employment ol women in the tradi¬ 
tional sectors is also a part of the general 
crisis of these sectors of the economy. In 
modem sub-seaors like pharmaceuticals, 
electrical apfdiances, motor vehicles, machine 
production, heavy chemicals, which anyway 
have a low labour absorption, women arc 
concentrated in certain industries like 
garments, food processing, electtonics, i e, 
the new export-oriented lactones. Women’s 
employment has risen in these new export- 
oriented factories, many of which fragment 
production to household units, as well as in 
the unorganised .sector, A study on the 
unorganised sector in Calcutta points out 
that not only is women's employment in this 
lector increasing faster than men’s employ¬ 
ment but that men and women are now com¬ 
peting for these scarce jobs. Census figures 
with all their limitations, have also registered 
an increase in the workforce participation 
rate of urban womeix, i e, from 11 per cent 
in 1%1 to 14 per cent in 1971. Since women’s 
employment in the organised sector i.s less 
than 33 per cent of the urban female 
employment, this increase of registered 
employment seems to be in the unorganised 
hence low waged sector [Nirmata Banerjee, 
1985), 

In Bangladesh, given the low level of in¬ 
dustrial development, women arc only 
recently being employed in i he new export 
industries set up in and around Dhaka—80 
to 90 per cent of the ganneni workers are 
young, unmarried women, mainly from the 
urban area$[Pazila Baiui Lily, 1985]. In 
Fiktstan, data based on the 1975-76 CMI 
shows that the total non farm employment 
for women was less than 1 per cent of the 
total. In the manufacturing sector women 
again are concentrated in the food process¬ 
ing. textiles, cottoit ginning, phar¬ 
maceuticals, garments and electronics fac 
tories. The CM I data clearly di>cs not reflect 
the level of women’s cinpUivincnt since it 
does not include the category of casual con¬ 
tract labour or subcontracted home-based 
pioduction. Various case studies have reveal¬ 
ed high rates of female employment in the 
unorganised sector (Nighai ^id Khan. I98.s, 
Sabeeha Hafeez. 1981], Contrary to the 
general impression, there arc quite a few 
tingle women working in ui ban-based in¬ 
dustries, i e, not necessarily only widowed 
or divorced women [Sabeeha Hafeez, 1981). 

Broadly then one can see that capitalist 
development, in agriculture and industry, 
has resulted in an increase in landlessness, 
increased dependence of women on wage 
work which is seasonal, lots earnings and the 
increase as well as invi.sibilisation of their 
wmk in the unorganised sector. In board 
terms then more women are being forced 
into looking for work and the work that Is 


available it in the unoigiudted sector, with 
a large section engag^ in subcontracted 
home-based production. The new export- 
oriented industries are drawing in a new layer 
of younger women. Although studies of 
the.se industries show variations of age and 
marital status thus showing a deviation from 
the south-east Asian model, many ot these 
young girls are having to take over the tradi¬ 
tional obligations of fathers and brothers for 
instance, to provide a dowry for their mar¬ 
riage and are now earning their own dowries. 
Studies of young women workers in the gar¬ 
ment and electronic factories ^tow a sizeable 
number who come from disintegrating mid¬ 
dle ciB.s$ to lower class families, who hope 
to earn enough to have a large dowry which 
is seen as the passport to marriage and an 
escape from faaory work. However the bulk 
of their earnings were in fact going towards 
household expenses, as the families struggled 
to maintain an increasingly threatened mid¬ 
dle class status. In these families, the tradi¬ 
tional structure of mule provisioning could 
no longer be maintained in practice.* 

The pressures of increasing poverty in the 
countryside as well is forcing a renegotiation 
of structures of authority. As women are 
musing out of the homestead in search of 
work and therefore away from the direct 
control of family patriarchs, they are enter¬ 
ing ‘male space’ in search of wage labour. 
However there are cotiirainis to female ac¬ 
cess to these areas. In addition there i.s the 
attempt to reassert control by regulating 
women’s mobility and acce.s.s to wage labour 
and product markets. Marty Chen describes 
such a process in rural Bangladesh: 

... Patriarchal control over poor womcn’.s 
labour is operated not by the family 
patriarchs but by the village painarchs. The 
village patriarchs, men from rich households, 
control the paid labour opportunities within 
the village and dictate the norms of purdah 
and status that discourage women form seek¬ 
ing wage employment or engaging in trade 
outside the village. Indeed to show their 
disapproval of women who break these 
norms, village patriarchs have been known 
to stop hiring those women to work in their 
households and to stop extending them credit 
Ol other forms of patron-client services 
ip221. 1986], 

These material proces.ses which are 
threatening traditional patriarchal struc¬ 
tures, can create conditions for the 
emcigence of and supitort for ideologies that 
stress women’s traditional roles. In Iran, this 
took the form of a ntos'c to drive women out 
of office jobs, the closure of workplace, 
nurseries, and the restoration of the 
husbands’ right to bar wives from paid 
employment (Hatch Afshar, 1985). 

There has been extensive documentation 
of the link between the demands of the 
capitalist economy and the emergence of 
ideologies which justify the exclusion or in¬ 
corporation of women into the labour force. 
The best example, is of course pro-nataitsm 
in Nazi Germany in the early thirties and its 
reversal in 1937 when women were exhorted 


ideologiet do not always functumafly m- 
porid to the needs of cai^tal ih a ptudy 
economic sense. Ideologies of domesticity 
for women are often articulated in situations 
where, in fact, large sections of women are 
being forced to seek work. Religious fun¬ 
damentalism, as a state-supported ideology 
in the given economic and cultural context 
of South Asia could provide a similar justi¬ 
fication for controlling the mobility, fertili¬ 
ty and sexuality of women. Already com¬ 
munal organisations have started issuing ag¬ 
gressive statements about the right place of 
women. In the communal voilence, recently 
in Ahraedabad, Hindu fundamentalists put 
forward what they called a ‘theory of truth’ 
(satywad), in which they condemned abor¬ 
tion as murder and advocated that women 
return to the home and give up their jobs 
in favour of unemployed men. 

These communalists’ prescription for us is 

that we .stay at home and lose ourselves in 

our husbands, children and religious texts. 

To do otherwise is to be a ‘witch’, a fallen 

woman and an insult to manhood [Mira 

Chaterjee, p 6, 1986). 

Apart from the changing structures of 
women’s work, the other factor which could 
lay (he basis for support to fundamentalist 
ideas is the growing strength of the women’s 
movement and a generalised awareness 
about women’s rights in the region. There 
has been a rich tradition of women’s .strug¬ 
gle against patriarchal .structures in the 
history of South Asia. The nature of these 
struggles has depended on the specific 
historical circumstances and options availa¬ 
ble for women during these periods. The ear¬ 
ly twentieth century women’s movement, for 
example, did not question the sexual divi¬ 
sion of labour within the family, but did 
build independent organisations and fought 
militantly for equal rights, whether for the 
light to property which benefited few 
women, or for the vote, which (at least 
potentially) benefited all women, as well as 
for higher wages, food and the right to 
organise which benefited working class and 
peasant women.'*' Aft« independence there 
was a lull but in the late 1960s and early 
1970$ in India a new women’s mosvment 
emerged. 

The economic crisis of the sixties led to 
numerous working class and peasant move¬ 
ments all over the country, and in the early 
seventies, women’s issue began to be taken 
up in the context of these general struggles, 
in urban areas, small women’s groups 
emerged, constituted by women who were 
or had been linked with radical left groups 
as well as activists involved in development 
work. After the lifting of the Emeigency in 
1977, women’s groups mushroomed in the 
larger cities of Bombay, Delhi, Hyderabad, 
Bangalore. What was new about these 
groups was the fact that they were autono¬ 
mous organisations (i e, not linked to 
political parties), used different forms of 
organising based more on the consciousness- 
raising model rather than the mass recruit- 
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nient ttritcgy fottciwed % the ptuty-hnked 
women’i oiianbatkMU, with a stitis on non> 
hierarchical intemal onanisation structures. 
Since the seventies, the new women's move¬ 
ment has grown tremendously and has taken 
up the issues of dowary murders, police rape, 
domestic voilence, reproductive rights and 
recently the issues of rights for Muslim 
women and sati. 

There are two levels at which the issues 
of patriarchal control are being challenged. 
The first and the dominant trend is to ex- 
po.se and agitate around the most extreme 
manifestations of women’s subordination in 
India—dowry murders, police rape, abortion 
of female foetuses after amniocentesis, sati 
etc. This is done often within the terms of 
the argument of the early social reform and 
twentieth century movements of condemn¬ 
ing these as social evils and therefore 
mobilising a much wider layer of public sup¬ 
port. The second level is the less publicised 
work that women’s groups particularly the 
women’s centres jn Bombay, Delhi and 
Bangalore are doing in connecting these ex¬ 
treme forms to the structural violence against 
women within the ecistmg patriarchal family 
system. The issue of dowry murders is link¬ 
ed to the much more hidden and more 
widespread issue of violence within the 
family and the fact that women do not assert 
their right to property. 

Such issues provide a far gi eater challenge 
to patriarchal authority and as a result pro¬ 
voke a more violent reaction irom conser 
vative sections of society. A case which has 
not received that much publicity but which 
I feel is significant in illustrating this second 
level of the women’s movement's struggles 
is that of a 21 year-old-girl Asha who wanted 
to study and work rather than get married. 
A women’s centre took up her case, found 
her a room in the hostel and informed her 
family of her decision to study and live in 
a women’s hostel. The men of her family ar¬ 
rived at the centre, manhandled the volun¬ 
teers and then filed a case of habeas corpus 
in the Supreme Court accusing the centre of 
kidnapping and running a prostitution 
racket. After many dramatic incidents, the 
Supreme Court finally passed a judgment 
stating that a 21 year-old was mature enough 
to make up her own mind and decide what 
to do with her life. Such a simple judg¬ 
ment—yet it was the first issue where cen¬ 
tre volunteers were attacked physically as 
well as slandered in the press. This violent 
reaction which agiutions against dowry 
murdm have rarely provoked, was due to 
the recBgnition that this simple judgment 
was in fact eroding one of the pillars of 
patriarchal authority within the family and 
therefore had *radical long-term conse¬ 
quences. In fict, after the judgment the cen¬ 
tre received numerous letters from young 
girls requesting support to leave their 
families and work, requests which the cen¬ 
tre srith its limited resources coidd in no way 
handle'* 

Although many of these struggles are 
occurring in big cities and the movement is 


slowly extending tb the la^o' number <st 
women in rural India, there has been the 
emergence of a generalised awareness of 
women’s rights and women are becoming 
aware of options that are available to them. 
This implies that they arc no longer willing 
to submissively accept traditional patriarchal 
controls. Even if they may not directly 
challenge men’s authority, in every family 
which has access to the radio, TV and news¬ 
paper (and that includes a large section of 
rural and urban people) there is a process 
of questioning, a shaking of the grounds of 
legitimacy. Such a process is extremely 
threatening and it is natural that attempts 
will be made to reassert traditional controls. 
In this context religious fundamentalism 
could provide a ready ideology specially 
since the pre-existing structures of the 
patriarchal household with intra-household 
discrimination between male and female ac¬ 
cess to food, health care and other resources 
has often been justified in the name of 
religious traditions. The pre-existing culture 
of son-preference has already made the 
South Asian region significant in having a 
declining sex ratio, i e, the decline in the 
number of women relative to men in the 
population. 

While in most countries, developed and 
developing, women outnumber men, the 
populations of India, Bangladesh, Pakistan 
and Nepal are exceptional in having an 
adverse sex ratio. In Bangladesh in 1981, 
there were 94 females to 100 males, in 
Pakistan there were 87 females to 100 males 
and in India there has been a long term 
decline in the proportion of women to men 
in the country’s population. According to the 
1901 census there were 972 females per 1000 
males'while in <981 there were 93S females 
per 1000 males. The recent rise in the latest 
census is restricted to certain regions and 
does not seem to project a reversal of the 
earlier trend [Hina sen, 1986], Although 
there arc regional variations, studies have 
now established that this unusual sex ratio 
is due to higher female death rates which are 
a result of unequal access to food and health 
care within the household.'^ 

Numerous studies have by now established 
that son-preference is not linked to religion 
but has a close correlation with labour force 
participation of women. The practice of 
dowry for instance has spread in the last 30 
years in India to entire communities and 
castes who had no tradition of this form of 
marriage payment. Even in the predomi¬ 
nantly muslim countries of Pakistan and 
Bangladesh, the practice of dowry has in¬ 
creased and both countries have a Dowry 
Prohibition Law.'* While labour participa¬ 
tion is an important variable, the increase 
in dowry practices do not always relate to 
the withdrawal of women from work out¬ 
side the home ‘Cost-benefH ratio’ analysis 
(i e dowry as a form of compensation for 
the addition of a non-productive member 
and bride price as compensation for the loss 
of a productive member) is not only narrow¬ 
ly cconomistic, but cannot account for the 
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fact that laige numbers of women have been 
earning their own dowries and continue to 
work after their marria^'^ 

The increase in dowry has to be seen in 
the context of rising consumerism (com¬ 
modities and bank loans are advertised 
openly for dowry), the competition to get 
men with jobs in the organised sector (a new 
form of hypergaiqy), which is also a form 
by which certain men are accumulating seed 
capital to set up new businesses or invest¬ 
ments. There have been quite a few cases of 
men marrying two or three times, each time 
collecting a dowry and murdering the wife. 

While further research has to be done in 
this area, it is also important to look at what 
kind of ideological belief syston legitimises 
this practice and its violent effects in dowry 
murders. If we are not to fall into the 
biological trap of seeing inherent evilness in 
these acts of violence, then it is necessary 
to look not only at the material basis but 
also the legitimising belief systems which 
sanction such practices. The recent incidents 
of sati, where large crowds gathered to watch 
a woman being burned, and the subsequent 
defence of this in the vernacular press and 
by sections of the intelligentsia can only be 
understood by examining the ideological 
systems which legitimise this. Specific 
cultural practices can acquire a more wide¬ 
ly embracing religious sanction and in a con¬ 
text of pre-existing son preference, religious 
fundamentalists could find support for 
asserting ‘traditional’ roles for women. It is 
significant that Hindu fundamentalists have 
not condemned the burning of Hindu briito 
though they have been vociferous over the 
issue of Muslim women’s rights. 

The challenges to patriarchal structures of 
authority, arising from the demands of the 
capitalist labour market and as a result of 
the confrontation.s by the women’s move¬ 
ment, leads to attempts to reassert control 
and reimpose systems of domination. It is 
in this context that religious fundamentalism 
with its emphasis on circumscribed roles for 
women can find ready support. However, the 
significance of man-woman relations in 
understanding the emergence of fundamen¬ 
talism also lie in the broader process of iden¬ 
tity formation in the context of socio 
economic changes. 

C()MMtiNAi lutNinv AND Control 
OVER Women 

In this section, some tentative links bet¬ 
ween notions of masculinity/femininity and 
the construction of communal identities are 
explored. This is an area which needs a lot 
of research as well as conceptual reflection 
since there is always the danger of a crude 
psychological reduaionism. In this paper it 
is only possible to make some connections 
which would have to be developed much 
further. 

Communal identities do not exist as fix¬ 
ed primordial essences but as we have seen 
emerge in particular socio-economic con¬ 
texts and are created identities, which at- 
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ESSAR SHIPPING LIMITED 

FOIIMHA 
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Form of seneral notice to be siven to the members 
of the public before making an application to the 
Central Government under sub section(2) of Sec¬ 
tion 22 of the Monopolies and Restrictive Trade 
Practices Act, 1969. 

NOTICE 

It is hereby notified for the information of the 
public that ESSAR SHIPPING LIMITED proposes to 
make an application to the Central Government in 
the Department of Company Affairs, New Delhi, 
under sub-section (2) of Section 22 of the 
AAonopolies and Restrictive Trade Practices Act, 
1969, for approval of the establishment of a new 
undertaking/unit/division. Brief particulars of the 
proposal are as under: 

1. Name and address of the applicant: ESSAR 
SHIPPING UMITED, 13th Floor. Maker Chambers IV, 
Nariman Point, Bombay 400021. 2. Capital struc¬ 
ture of the applicant (as at 31.12.1987); Authorised 
Capital (Rs. in Jacs); 99,500,000 Equity Shares of Rs. 10 
each - 9,950.00; 50,000 Preference Shares of Rs. 100 
each - 50.00; Total -10,000.00; Subscribed Capital: 
34,873,980 Equity Shares of Rs. 10 each - 3,487.40; 
50,000 Preference Shares of Rs. 100 each - 50.00; 
Total - 3,537.00; Paid up Capital: 34,873,980 Equity 
Shares of Rs. 10 each - 3,487.40; less: Call in 
arrears - 1.78; Sub-total - 3,485.62; 50,000 Prefe¬ 
rence Shares of Rs. 100 each - 50.00; Total -3,535.62. 
3. Management structure of the applicant organisa¬ 
tion indicating the names of the Directors, including 
Managing/Whole-time Directors and Managers, if 
any: The Company is managed by the AAanaging 
Director, subject to the control, direction and super¬ 
vision of the Board of Directors of the Company. The 
names of Directors of the Company are as follows.- 
Shri Shashikant N. Ruia, Chairman & Managing 
Director; Shri Ravikant N. Ruia,- Shri Saroj Kumar 
Poddar; Shri Nimesh Kampani; Shri K.R. Ramamani; 
Shri V.B. Chaturvedi; Shri A.S. Raman,- Shri O.R 
Khaitan; Shri R.N. Bansalf Shri Prashant S. 
Ruia. 4. Indicate whether the proposal relates to 


the establishment of a new undertaking or a new 
unit/division: Yes, the proposal relates to the 
establishment of a new undertaking for manufacture 
of Hot Rolled Steel Strips/Sheets. 5. Location of the 
new undertaking/unit/division; Distt. Ratnagiri, 
State—Maharashtra. 6. Capital structure of the 
proposed undertaking: Authorised, subscribed and 
paid up capital of Rs. 3000 lacs comprising 
3,00,00,000 equ ity shares of Rs. 10 each. 7. In case 
the proposal relates to the production, storage, 
supply, distribution, marketing or control of any 
goods/articles, indicate: i) Names of goods/articles- 
Hot Rolled Steel Strips/Sheets, li) Proposed licensed 
capacity: 1,50,000 TPA. iii) Estimated annual turn¬ 
over. Rs. 12,150 lacs. 8. In case the proposal relates 
to the provision of any service, state the volume of 
activity in terms of usual measures such as value, 
income, turnover etc.. Not applicable. 9. Cost of 
the Project: Rs. 10,000 lacs. 10. Scheme of finance, 
including the amounts to be raised from each source 
(Rs. in lacs): Equity (including internal accruals and 
public issue) - 3,500.00; Borrowings from Financial 
Institutions/Banks - 6,500.00; Total ■ 10,000.00. 

Any person interested in the matter may make a 
representation in quadruplicate to the Secretary, 
Department of Company Affairs, Government of 
India, Shastri Bhavan, New Delhi within 14 days from 
the date of publication of this notice, intimating his 
views on the proposal and indicating the nature of 
his interest therein. 

For ESSAR SHIPPING UMITED 

V. L. IYER 

COMPANY SECRETARY 
Dated this 1st day of March 1989 

Resistered Office-. 

2nd Floor, Prestige Court, 

101, Kengal Hanumanthiah (Double) Road, 
Bangalore • 560027 
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tempt to hbmcigmiw other diffitiences 
within the community. In this process of 
identity creation women figure in crucial 
ways—at a symbolic level they become sym- 
bok of culture and tradition, i e, identity 
markers, while at the material level their par¬ 
ticularised feminine identity forms the com¬ 
plementary pole to enhancing a particularis¬ 
ed masculine identity. 

The crux of the fundamentalist 
rhetoric—a call for a return to culture and 
tradition, is almost always a call first ad¬ 
dressed to women. When western dress is re¬ 
jected, no one demands that men stop wear¬ 
ing suits and ties. Once again the sex- 
selectivity of fundamentalism becomes ob¬ 
vious as women who “cut their hair, speak 
English, wear the national dress without the 
chador...” tat attacked for being western 
while “men do all these without their na¬ 
tional or Muslim identity being challenged” 
[Farida Shaheed, 1985]. Women are neither 
acknowledged nor allowed to be producers 
of theology, although they ate the main prac¬ 
titioners of religion and hence the 
reproducers of culture and tradition. 

The culture and tihdition that is resur¬ 
rected is, of course, a particular one Along 
with the myth of a 'Golden Age* another 
common feature of fundamentalism seems 
^to be the stress on a martial tradition. The 
'Rashtriya Swayam Sewak Sangh from its in¬ 
ception built its ideological and organisation 
structure around the akhara (traditional 
gymnasium) with lathi (a five foot stick used 
as a weapon) training by former army of¬ 
ficers, uniforms and strict military discipline 
This “kshatriya (warrior) model which com¬ 
bined elements of militancy, vigour, and 
domination, was called upon to overcome 
the perceived cowardice of Hindus” [Walter 
K Anderson and Shridhar D Damie 1987). 
In May 1922, the Dehra Dun branch of the 
Hindu Mahasabha made a statement of 
warning:- 

The Hindu race once so great and glorious 
is truly speaking nobody’s child now. The 
result is that it is usually the Hindus who fall 
an easy prey to the aggression of those more 
united and virite [Anderson and Damie, p 28, 
1987). 

This emphasis on virility occurs as a con¬ 
stant theme for instance in the mniniscences 
of older RSS members who attributed the 
popularity of the paramilitary training 
among young middle class Hindu men in 
Nagpur to the fact that it proved that these 
young men were equal in manliness to the 
Britidt soldier. Its ultimate expression is con¬ 
veyed tv the statement made by Gopal 
Oodse; the brother of Nathuram Oodse, an 
ex-RSS member who assassinated Gandhi:- 
Our motive was not to achMve control of the 
government;.. .we were simply trying to rid 
the nation of someone who had done and 
was doing great harm to it. He had con- 
sktently insulted the Hindu nation and had 
weakened it by his doctrine of ahimia. On 
hit many fasts, he always attached all sorts 
of pro-Muslim conditions... He never did 
anything about the Muriim fanatics. We 


wanted to show toe Indians that there were 

Indians who would not suffer humiliation— 

that there were still men left among the 

Hindus (Anderson and Damie, p 51, 1987). 

An area that needs further investigation 
is how the ‘traditions’ that were resurrected 
by different groups—social reformers, 
cultural critics and fundamentalists—during 
the anti colonial struggle in India, were in 
many ways based on core values of colonial 
ideology. Colonial ideology itself was bas¬ 
ed on changes in man-woman relations and 
cultural models in Britain and its incorpora¬ 
tion into oppositional nationalist ideology- 
in India, simultaneously created a model of 
‘hypermasculinity* for men [Ashish Naiidy, 
1987). 

In the present period one can see a similar 
emphasis on the military model amongst 
fundamentalist groups. In Punjab, for in¬ 
stance the Sikh fundamentalists have drawn 
on the Jat culture and the warrior legacy of 
the tenth Guru Gobind Singh rather than the 
tradition of the first and earlier gurus who 
emphasised peace and reflection. 

The same process of .selectivity occurs in 
the choice of the female symbol. The ideal 
'of ‘Indian womanhood’ Sita, as the passive, 
chaste, faithful wife who worships her hus¬ 
band, is based not only on a choice between 
other known female figures like Draupadi 
or Radha, but is also a choice of a popular 
version of the epic Ramayana written by 
Valmiki and l\ilsida$ as against other ver¬ 
sions which show Sita as a more assertive 
person [Romila Thapar, 1985,'1987, 1988). 
The reiteration of the ‘pati-parameshwar’ 
(husband as god) model through the yearly 
performances of the Ramayana, in films and 
television has a clear function in ensuring 
that women had to be confined within the 
household and that ‘tradition’ sanctioned 
violence to ensure that women remained 
within these boundaries. It is this ideal that 
fundamentalism uses rather than the image 
of women from the alternative tradition, 
especially amongst the adivasis (tribals) 
where women were independent and sexually 
uninhibited. 

These symbolic representations of 
masculinity and femininity are crucial to the 
process of identity creation. Communal con¬ 
sciousness arises as we have seen in situa¬ 
tions of insecurity and fear of the loss of 
social or economic status. Notions of ‘izzat’ 
(honour) and ‘biradari’ (brotherhood) are 
the main elements which link a family’s 
honour with the conduct of women. A fami¬ 
ly’s public position is lost if the honour of 
a family’s woman is lost. These notions get 
generalked in the community and it becomes 
essential to show that men of that communi¬ 
ty have total oontrd over their ‘own women’. 
Communal propaganda is full of the fall 
from greatness in the past, challenge of 
fordsn domination today, the need to prove 
strength, courage and manliness. What bet¬ 
ter wiv to prove manliness than by showing 
that your women are under your control. If 
the community is losing its economic status. 
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its social status, at least it still has one form 
of property within its reach. The fact that 
women are raped during communal riots is 
an expression of the same principle. Rape 
of the other man’s woman is a way of 
humiliating him and showing access to his 
property. Many riots are sparked off by 
alleged acts of harassment of women of one 
community by men of the other communi¬ 
ty. Threats to or the loss of their women, 
in a situation of economic competitiveness, 
is seen as a direct threat to manhood. In the 
Jabalpur riots of I%l for instance, the cause 
of the riot was the economic competition 
between a local Muslim bidi (cigarette) 
magnate and his Hindu competitors, but 
what sparked off the riot was the fact that 
the son of the Muslim owner had eloped 
with a Hindu girl (Asghar Ali Engimer; 
1984|. 

The imagery of communal riots is fttil of 
sexual stereotypes. 

They captured beautiful Hindu women, for¬ 
cibly converted them and used them as tem¬ 
porary partners of life Hindu women wne 
threatened, molested and compelled to run- 
half naked for shelter to forests... [Bipan 
Chandra, p 281, 1984].' 

In the communal image, a Muslim was/is 
a man of low morals and uncontrolled lust, 
who was/is ever ready to seduce; abduct, and 
assault Hindu women. The Hindus we|« 
seen as mild, docile and emasculated. ThcM 
stereotypes have often been transferred to 
other communities without much changt 
The same stereotype as the Muslim now ex¬ 
ists for the Sikh, or the adivasi or the dalte. 
During the caste riots in Ahmedabad to 
1981, it was said: 

.. .the harijans do not really want reserva¬ 
tions, they want our women. Once they could 
only come a.s far as our toilets. Tben we Mt 
sorr^ for them and let them come into our 
homes. But now they want our women. Ws 
must beat them and teach them a lesson 
[Rehnana Jhabvala, p 12, 1981]. 

The speeches of communalists are nmilor- 
ly peppered with references to the “violatltMi 
of our sisters and mothers” and exhortatfom 
to take revenge and prove that the men of 
that particular community are ttUl men. 
Whether it is an attempt to reassert tradi¬ 
tional authority, or to create a certain idot- 
tity in the context of economic dislocatitm, 
the symbolism of the community gets tied 
up closely with a particular meaning of 
femininity and ma.scuUnity. This process of 
identity construction results in a series of 
measures'which leads to increasing patriar¬ 
chal control over women. 

We have already discussed the trends 
towards controlling women’s labour. This 
process can also have implications for 
women's right to birth control. The rhetoric 
of communalism is full of the increase in 
numbers of the ’other’ community, the ex¬ 
cessive breeding of the Muslims, etc. For in¬ 
stance, the Visfawa Hindu Pi^shad has 
published a pamphlet which argues that due 
to polygamy, by the year 2000, Muslims will 
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^^aiuinber Hindus. In fact, studies reveal 
the fertility rate of Muslims has been 
^MS^ning and anyway has no relation to 
;\ polyiaitiy. It is not too far-fetched to imagine 
. that the population policy, in a context of 
Mte*supporled fundamentalism, could be 
' wncted not just on a class basis, as it has 
' "been so far, but also on a community basis 
* tihie Other countries in south-east A.sia. On 
'(he other hand, the fears of a minority com¬ 
munity can mean additional pressure to pro¬ 
duce more and more children In either case, 

‘ women increasingly lose control over their 
own bodies. 

Control over women and the exercise of 
patriarchal authority has to bo differentiated 
across classes as well as decomposed to allow 
. for the variations that emerge if the control 
is over women’s labour, or sexuality or fer¬ 
tility. (jiven these differences, however, in 
south Asia today, this control is exercised by 
particular men (usually on the basis of kin¬ 
ship relations), i e, it is fathers, brothers, 
maternal uncles or husbands who have rights 
over their daughters, sisters, nieces and 
wives. What is significant about state- 
sponsored religious fundamentalism is t^t 
it not only gives further legitimacy to this 
control but. more importantly, extends the 
right of control to all men. 

the legitimacy given by the state to follow 
and enforce a particular interpretation of a 
leligion means that any man on the street 
can stop any woman who does not conform 
to the ’traditional’ and ‘proper’ role assign¬ 
ed to her. This can be seen clearly in the 
countries where the state is declared a mono 
teligious state. In’Iran, the ‘Herbolahis’ 
(members of (he party of god) attack women 
On (he streets with guns or knives if they arc 
not wearing the chador [Hatch Afshar. 
1985]. in a multiieligious context, this right 
would extend to all men of that communi¬ 
ty. Recent press reports from Punjab men¬ 
tion that in the campaign by the extremists 
against liquor, meat and tobacco shops, 
women who were not wearing salwar kam-- 
meez were harassed. The women’s wing of 
one of the political groups is leported to 
have issued a directive that “women who 
wear aaris, pluck their eyebrows and put on 
lipstick will face dire consequences”!'' 
There were reports of such control by 
Muslim fundamentalists when they shaved 
the head of Shabana of Peruntbura and 
Zuhdkha Bibi from Kerala who was given 
101 lashes as punishment for the violation 
of Muslim personal law [Imrana Qadeer, 
1988). At the moment such incidents are few 
In south Asia but continued state sponsor¬ 
ship of fundamentalism would intensify and 
sanction such acts of violence. 

Given the context and background sket¬ 
ched above, the emergence of s,tate- 
supported religious fundamentalism clear¬ 
ly has very serious implications for women, 
'nie contradictory tendencies at the level of 
gevemment policies for women and develop- 
ment with the aim of drawing women into 
the labour market, and the attenqits through 
legislation to restrict women’s access to the 


public world ate part of one process by 
which the interests of patriarchy and capiiid 
are ensured. Religious fundamentalism as a 
state ideology thus provides the potsilMlity 
of a coincidence of interests between patriar¬ 
chy and the demands of the capitalist 
economy. This remains of courx an,uneasy 
coincidence but it would be a mistake to con¬ 
tinue seeing the logic of the market as 
necessarily leading to a liberal ideology of 
women’s work. An ideology of restriction 
even though large numbers of women are be¬ 
ing drawn into work outside the home and 
therefore competing with men. can be a 
viable ideology of legitimation. 

There are however, other countervailing 
tendencies within south Asia which could 
reverse these trends. One of these are the 
growing social movements which are chal¬ 
lenging and questioning the overall paths of 
development as well as specific issues of 
patriarchal control. In India, for instance, 
feminists from the women’s movement and 
the democratic rights movements* have 
entered the arena of general politics. 
Women’s groups have been one of the first 
to condemn communalism, have been active¬ 
ly involved in supporting viaims of com¬ 
munal violence, and have held spedai in¬ 
vestigations into the situation of women dur¬ 
ing communal clashes. Most significantly, 
feminists have taken initiatives in supporting 
proposals for poiiticai solutions for Ihstance 
in Punjab and are engaged in a national 
discussion on the dangers of rising fun¬ 
damentalism.'* At present, there is a debate 


on the issue of the demaiid Ibr a iMlfiNtn 
civil code. While ail sections of the noue* 
ment egree in principle with the demand for 
a uniform civil coth^ there are diffeitneca 
on strat^ies and implications, since thii de¬ 
mand has also been put forward by Hindu 
communal groups, and as a result creates 
fear in the minds of minority groups. Some 
sections of the movement support a strategy 
of reform within separate personal laws 
while others have pushed for a uniform civil 
code. 

In Pakisun, women's groups have been 
fighting on the terrain of religion itself and 
have aiguedfor improving the conditions for 
women within the Islamic structure. In 
Bangladesh, there ate strong representations 
being made by minority groups and women’s 
groups against the bill making Islam the 
state religion. 

These developments have led women’s 
groups to directly confront the ruling par¬ 
ties in their countries. This is'a signifleani 
development since in spile of militant strug¬ 
gles and anti-government and anti-patri- 
archal slogans, most of the campaigns were 
directed towards changes in the laws and 
often demanded more intervention by sute 
authorities in implementing these laws. In 
practice, the movement has operated with 
the assumption of a liberal state. Ibday, it 
is clear that even demands for legal changes 
are not going to be granted easily. This im¬ 
plies that women’s groups will have to 
develop a fuller understandina of the state 
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hnd'ev^iMi'AniH^ies 
^rWdl '§» bqwAd tcftex acitoni. It would 
mean tackling the wider questions, not just 
of the rdationship between patriarchal con¬ 
trol and the socio-economic changes in the 
region, but also the problematic issue of 
cultural identity creation. Although the pre¬ 
sent constitution of communal identities is 
repressive for women, there are positive 
elements which lie behind the need for 
cultural identity in the present context. This 
has to do with the broader process of the 
failure of the creation of a national identity 
in post-colonial states as well as the restric¬ 
tions in an identity based on caste, com¬ 
munity or the family, especially for women. 

In the discussions on what constitutes the 
basis for an alternative cultural identity, 
feminists in south Asia have taken different 
stands. Some have argued for religious 
reform, either on the basis of the humanist 
essence of all religions, or on the basis of 
tactical reasons to reach out to the vast ma¬ 
jority of women who are believers [Gabrielie 
Dietrich, 1986]. Another view is to draw on 
the anti-brahminical culture of the dalits and 
adivasis in India, to build an oppositional 
culture. All this requires a reassessment from 
a feminist perspective, of what has been the 
content of nationalism and the process by 
which each ‘nation state' was constituted in 
,the region, the limitations of the present 
definition of secularism, the problems in try¬ 
ing to separate religion from culture and 
finally whether the women’s movement, 
given its internal differentiation, can project 
an alternative culture for women in each 
country. 

While these are crucial questions for 
future strategising, at a practical level a 
significant development in the last few years 
is the linkage and esichange among feminists 
• in south Asia. These exchanges have had a 
tremendous emotional impact as women 
shared their common problems even as their 
governments prepared for war against each 
other. This process of the sharing of com¬ 
mon experiential situations, the questioning 
of ‘national’ borders and restrictions on 
travel and visits and the identification of 
similar issues and struggles is creating the 
basis for the emergence of a regional 
perspective.'^ Such a perspective is crucial 
since the link between the state and religious 
fundamentalism in each country is closely 
tied to the political dynamics of the south 
Asian region as a whole The strengthening 
of such initiatives provides hope for a pro¬ 
cess of democratisation and a redefinition 
of man-woman relations within the region. 

Notes 

1 Reports from Ba n glade s h reveal a number 
of cases where women considered deviant, 
or wilful by ex-husbands or lovers, have had 
add thrown on thdr faces (Hitmen for 
Hbmen, 1986). 

2 ‘BiiidisJ are dou of coloured powder put on 
the foKhcad. Originally these were fertili¬ 
ty symbols or caste marks bm now are used 
for cosmetic decoration by women of aU 


relipbtu camawnitics. AWiough there is po 
evidence to prove that this is a quedflcally 
Hindu custom, in Bangladesh it is being 
seen at such. Similarly in newspapers in 
Rskisian there are regular discussions on 
whether the ’sari’ (a 5 to 6 yard doth worn 
by Women, draped in different ways) is a 
’Hindu' dress even though it is worn by 
women all over south Asia, including 
Sinhalese women in Sri Lanka. 

3 There is an ongoing debate on the relation 
of women and the state. Some have held the 
view that the suite does not directly play a 
role in women’s subordination, but does so 
indirectly through supporting a specific 
form of the household, i c, the male bread¬ 
winner and dependent housewife model 
[M McIntosh 1978). The state is also seen 
as projecting an idedogy which junifies tins 
structure. Recent studies of the Scandina¬ 
vian countries have emphasised that as a 
result of welfare policies, women today have 
shifted from a dependence on individual 
men (private dependence) to direct 
dependence on the state (public services). 
These discussions have pointed out the in¬ 
tended as well as unintended consequences 
of public policies on women’s position, thus 
showing the absurdity of the private/public 
dichotomy [A S Showstack Sasson, 1987], 
While such work on analysis of government 
policies is valuable, we still do not have a 
conceptualisation of the household as a 
constitutive structure of the state. Such a 
conceptualisation would have significant 
implications for class analysis and the 
characterisation of the stale. 

4 Quoted in Tariq Ali |198.1]. See also articles 
by Babar Ali (1986]. 

5 The term ‘communal’ is used here with the 
connoiadons it has acquired in south Asia 
rather than the collectivist and positive 
meaning it has in the west. 

6 Reports by the Peoples Union of 
Democratic Rights/Peoples Union for Civil 
Liberiies, 1984. 

7 Apart from the historical evidence which 
shows that sati was restricted to certain 
regions and caste groupings, descriptions of 
the Sati Sthal in Dcorala and the daily ritual 
show the incorporation of modernised 
songs from the films and electoral slogans, 
none of which have anything to do with 
‘tradiiion' let alone Rajput traditions 
[Romila Thapar 1988, Madhu Kishwar and 
Ruth Vanita 1987J. 

8 Interview on BBC Asian Programme, May 
1988. The function of communal 
mythology is to deprive the object of which 
it speaks of all history 

myth is speech stolen and restored, 
myth is constituted by the loss of the 
hi.storical quality of things: in it, things 
lose the memory that they once were made 
(Roland Barthes, p 131, 1979). 
Communal mythology based on religious 
fundamentahsm makes its version of the 
past and present the most natural and ob¬ 
vious order of things. Recently a number 
of studies have begun to explore the area 
of communal consciousness as welt as the 
discourse on comraunalism. A lot more 
work needs to be done on the dimensions 
of sexuality and man-woman relations as 
elements cemmi to the constitution of these 


identities: 

9 These observations are based on data col- 
lecid by the author from electronic factories 
in Okhla Industrial Estate. Delhi, and forms 
part of her PhD research on the changing 
structure of women's employment in India. 

10 li IS only in the last few years that research 
on women in peasant and working class 
movements is Mng pubUshed and gives a 
picture of rich and militant women’s 
struggles. 

11 This is based on a partial involvement with 
the case while working as a volunteer in 
Saheli, a women’s resource centre, New 
Delhi. A brief report can be found in 
Manushi, January-Fbbruary 1983. 

12 Numerous studies have documented the mx 
bias in allocation of food and access to 
health care. See Barbara Miller [1981 j. A 
Sen and S Sengupta |I983], Bimi Aganial, 
11985). 

13 in Pakistan, there have been modifications 
in the praaice of ‘haq-mehr’ (the obla¬ 
tion of the husband to gift a certain amount 
of money to the wife, which is mutually 
agreed and recorded in the marriage con¬ 
tract). In tribal areas, the customary bride 
price is now called the mehr while in urban 
areas, marriage payments take the form of 
dowry. The ’haq-midu'’ has been leduoedto 
a paper formality. The formulations in the 
modern marriage licence also distorts the 
principle of economic independence In¬ 
herent in the ‘haq-mehr’ by slating the mar¬ 
riage of (the bride) in exchange for X 
amount of haq-mehr to (the groom) has 
been agreed upon’ [Farida Shaheed, 1985], 
In Bangladesh too, studies have shown tte 
shift from “pon' (bride price) which wak 
restricted to richer farmers, to the 
widespread practice of dowry in runt amaa 
[Sultana Alam, 1985], In a survQr aS 
violence against women in Bangladesh, in 
1983-84,54 per cent of the murders in ram) 
areas were due to dowry demands. In Kbna. 
district in 1981-82, 182 women kllM 
themselves due to domestic fights or the 
failure of patents to give dowry. 

14 A narrow economistic approach excludes 
house work plus child bearing and rearing 
from the category of ’productive’ work. 
Maria Mies [1986]. Dowry also cannot be 
seen as a form of pre-moitem inheritance 
since it is fixed in relation to the muriage 
market and not as a fixed share of the esfofo 
in addition it is v^th that accompanies 
the women and is paid to the hufoands 
funily not to the bride herself [Ursula Shar- 
ma, 1984). It is interesting that the term 
used for this kind of marriage transactioo 
in Bangladesh is ‘daabi’ which means the 
demand system. This demand is a condi¬ 
tion of marriage and can continue after the 
marriage [R Ahmed and M Naher, 1986]. 

15 This report was printed in The Ulustrat^ 
Weekly, February 1987. 

16 Manushi fat insumce visited Sant Longowal 
in the Punjab aiul arranged meetings in sup¬ 
port of the accord in 1986. 

17 A number of workshops with south Asian 
women have been held in the last few years. 
30 women spent a whole month in idritta, 
a village near Dacca, Bangladesh in March 
1986, debating and discussing issues of, 
women and devdopment. A number of col- 
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ll(Wf«iv« pn^ccti as well ■» urong friend- 
emerged u ■ rc$ult of thne imerac- 
i liont. Report PAWF/FAO is fonhcoming in 
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Effect of Exchange Rate Variability on Trade 

A Survey 

Rohinton Medhora 

Since the end of the Bret ton Woods system affixed exchange rates, there has arisen a considerable literature 
on the effects of exchange rate variability on trade. The literature, and the model underlying it. is critically ec~ 
amined here. It is argued that the decisions the researcher makes—on measuring variability, for example—must 
be based on his a priori belief of the underlying system. While much of the literature finds no adverse impact 
of variability on trade in the developed countries, the increased variability of ejxhange rates over time, as well 
as other unmeasured effects may well provide different results in future studies of this kind. 


1 

Introduction 

WITH the advent of floating exchange rates 
at the end of the Bretton Woods era in the 
early 1970$, the changes in countries’ 
nominal exchange rates moved from being 
relatively infrequent and large to being con¬ 
tinuous and small. Many countries pegged 
their currencies to another currency or 
basket of currencies, thus avoiding some, but 
not all, exchange rate variability. With peg¬ 
ging, the stability (as.suming the peg was not 
changed) gained vis-a-vis one or a few cur¬ 
rencies had to be matched against the fact 
that changes in the exchange rate between 
the pegged currency and other currencies of 
the world were now entirely exogenous, and 
moved pari passu with the exchange rate bet¬ 
ween the currency to which one was pegged 
and the currencies of the rest of the world. 
In other words, by pegging to the currency 
of one’s leading trade partner—say. the 
US—one’s currency simply moved with the 
US dollar’s exchange rate vis-a-vis -other 
currencies. 

Thus, whether countries pegged—as many 
LDCs did—or whether they floated— 
cleanly or in a ‘managed* fashion—the issue 
of fixed versus floating rates, and more im¬ 
portantly, the consequences of floating, 
came to the fore. 

The debate over fixing or floating has to 
do with the efficiency and stability of foreign 
exchange markets, the value of monetary 
policy sovereignty to a country, the adjust¬ 
ment process to shocks in a country, and 
ultimately, a philosophical belief in whether 
exchange rates are just another price, to be 
left to freely operating markets to decide, or 
whether they ate important enough to war¬ 
rant special attention. 

A component of this ddrate is the effect 
of exdiange rate variability on international 
trade flows. A number of studies have 
measured the impact of exchange rate varia¬ 
bility on trade, and it is the purpose of this 
paper to survey this literature. Rather than 
do individual critiques of the existing 
literature (whose main features and findings 
are summjulsed in the table), this paper will 
discuss the various issues tiiat the researcher 
in this Held must face. It will be argued that' 
in most cases there is no ‘right* way and 


’wrong’ way. The choice on which time 
period to use, or what measure of variability 
to use depends on one’s a priori beliefs and 
knowledge of the underlying economic 
model. 

Section 11 argues that exchange rate varia¬ 
bility is a relevant issue in trade modelling, 
while Section 111 outlines the ’standard’ 
model that is used in most studies. Section IV 
addresses some general issues that arise from 
the model, while Section V concentrates on 
how to define and measure exchange rate 
variability. Section Vi presents some con¬ 
cluding remarks. 

II 

Why Variability M altera 

In making their decisions, economic 
agents face a range of risk. The international 
trader—be he an importer or an exporter- 
must deal with uncertainty of supplies, of 
the weather, of government policies, and in 
a world of floating exchange rates, uncer¬ 
tainty in the rates of change of those ex¬ 
change rates. 1 he traditional literature on 
portfolio .selection' stresses that risk in one 
area—changes in exchange rates—must be 
seen relative to all the other types of risks 
that a trader faces, both in trading abroad 
and in trading at home. 

However, while etchange rate risk may be 
‘just another’ risk, this does not diminish 
its importance, for a number of reasons. 
While it may be largely avoidable, either by 
moving away from foreign trade and towards 
domesUr trade, or at the extreme, moving 
back to a system of ftxed exchange rates, 
neither is a trivial prospect. A move towards 
autarky, with all its resultant implications 
on global resource allocation and compa¬ 
rative advanuge, while acceptable in port¬ 
folio selection terms, is hardly a solution. 
It essentially means running away from the 
problem, and turning away from what has 
been the engine of economic growth and 
global integration since the industrial 
revolution— international trade. 

The prospect of a world of fixed exchange 
rates, while eliminating nominal exchange 
rate risk, does not eliminate real exchange 
rate risk, and, in any case, has implications 
on domestic economic policies serious 
enough to merit further d^ate. The point 


being made here is that while exchange rate 
risk may be avoidable—as proper portfolio 
selection would dictate the two results of 
avoiding it— autarky or fixed exchange rates 
are serious enough for this topic to merit 
closer attention. 

Exchange rate change.s. of course, can be 
covered against, by trading on the forward 
market. But forward markets in foreign ex¬ 
change offer only partial—and imperfect- 
cover, fur 3 number of reasons. First, the 
transaction costs of buying cover increases 
the cost of foreign trade. Second, forward 
markets in foreign exchange are incomplete 
in both length of cover offered, and loca¬ 
tion—the latter being a problem for traders 
in small LIX's, the former a problem for all 
foreign traders. Thiid, the forward exchange 
rate IS a poor predictor of the future spot 
rate.' Fourth, traders cannot always plan 
the magnitude or timing of all their foreign 
exchange transaction. 

Whether for reasons stated explicitly or 
implicitly, all the studies cited in the table 
assume that in the absence of full informa¬ 
tion or complete forward markets, exchange 
rate variability should hurt trade. 

It should be noted here that under the 
Newbery and Stiglit^ [1981] mean-variance 
analysis framework, even this conclusion 
does not always hold. The argument here is 
that an increase in exchange rate risk has a 
substitution and an income effect. The. 
substitution effect leads traders to shift away 
from foreign trade and towards domestic 
trade—the usual expected effect, as argued 
above. However, the income effect works in 
the opposite direction. When exchange rate 
risk increases, the expected total utility from 
foreign trade receipts falls. This leads the 
trader to increase his foreign trade activity, 
to offset the decline in apected utility in this 
sector.* 

While this result is counter-intuitive, it 
should be noted that it follows from a few 
reasonable assumptions about utility func¬ 
tions and risk averseness. The argument that 
exchange rate variability hurts trade thus 
boils down to the assertion that the substitu¬ 
tion effect (as described above) outweighs 
the income effect. This it not an 
unreasonable line of thought. Tlie idea that 
a traifer, when faced with increased exchange 
rate risk, decides to increase his exposure to 
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the Hdtier iiwrto seems unretiiMic, amt 
should be borne out by a conversation with 
any trader. 

Thus, while in theory exchange rate 
variability need not diminish—indeed, it wilt 
enhance!—foreign trade, there are sound 
practical reasons—imperfect information, 
and incomplete and costly maikcts for 
cover—for it to do just that. 


Ill 

Thf Modi*! 


The ‘standard' model of internalional 
trade incorporating exchange rate variabili¬ 
ty was first rigorously pre.scnted by Hooper 
and Kohihagen [I978|, and this model is still 
the theoretical basis of the empirical work 
in this area. Consider, first, the case of a 
domestic producer who must import some 
of his inputs, operating in a flexible exchange 
rate environment. His output (Q) is an in¬ 
creasing function of domestic income (Y) 
and the price of other goods in the domestic 
economy (PD), and a decreasing function 
of the price (H) and non-price rationing (CU) 
of own output: 

Q * aP + bPD + cY t dCU (1) 


The firm maximises its utility, over output: 
max U = E n - y (V (n))*^ (2) 

Q 

That is, utility is an increasing function of 
expected nominal profits (En), and a 
decreasing function of their standard devia¬ 
tion, (Cvfn))''. y is the measure of risk 
preference, so that y>0 implies risk aversion, 
y»0 risk neutrality, and y<0 risk loving. 

The importing firm’s profits are: 
n « Q . P ~ C. Q- HP* i Q (3) 

where C is the unit cost of production, P* 
is the foreign currency price of imports, i is 
the proportion of imports in output, and H 
is the cost of foreign exchange to the im¬ 
porter. H depends on the proportion of im- 
port3 denominated in foreign currency {fl), 
and the proportion of tjiese that are hedg¬ 
ed in the forward market (o): 

H - /J (aF + a-o)R,) + (1-^ F (4) 
F is the forward exchange rate, and R, the 
future spot rate (both defined as the 
domestic currency price of one unit of 
foreign currency). This cost, H, would be 
certain only if all imports were denominated 
in domestia currency' (i c, fl-O). or all im¬ 
ports denominated in foreign currency could 
be hedged on the forward market (a- I). 

Since R, is assumed to be uncertain, the 
variance of the importer's orofits is: 

V(«) - (P*iOP(l-e)P. V(R,) (5) 

Substituting (3) for n, and (S) tor V (a) into 
(2), and solving (2) for q (aiQ, the firms im¬ 
port demand function) yields; 


R * 


2 


(a. UC + b. PD + c Y -i- d. CU) 


ai‘ 


•f 


2 


P*(EH + r«l-•)<>»,) (6) 


Since a<.0, (6) shows that an increase in the 


cost of fimdgss exchange <HV «r its com¬ 
ponents. fi and «) or an incicuc in the 
variability of R, (oR,, the sundaid devia¬ 
tion) will shift the demand for imports to 
the left. 

The same method is used to derive 
analogous results for the supply of aports. 
The exporter sells some of his output at 
home, and exports the rest, where he faces 
the import demand function (6), times n, the 
numbw of importing Firms. Maximising his 
utility from profits as before, yidds an ex¬ 
port supply function which moves to the left 
when nominal exchange rate variability in¬ 
creases. The import demand and export 
supply functions are then used to solve for 
a price equation. 

Cushman [1983] extends this framework 
and assumes that Qrms maximise expected 
rea/ profits, and that prices and exchange 
rates are uncertain. This yields the conclu¬ 
sion that it is real exchange rate variability 
that should be measured. This is di$cus.scd 
further in Section V. 

A number of issues—other than how to 
measure exchange rate variability—arise 
from this model, and these are discussed 
next. 

IV 

Issues in the Model 

First, it should be noted from (6) that so 
long as the trade is risk averse (meaning 
Y yO), trade is adversely affected by an in¬ 
crease in exchange variability (oR,). As 
Newbery and Stiglitz [1981. pp 85-88], Coes 
[1981, pp 130-33], and de Grauwe [1988, 
pp 64-69] point out, this result follows 
because of the implicit assumption of con¬ 
stant absolute ri.sk aversion of traders. This 
assumption effectively eliminates the income 
effect of a change in exchange rate 
variability. 

For the more general case of a concave 
and separable expected utility function, the 
two conflicting effects will operate, and the 
effect of exchange rate variability on trade 
then becomes an empirical i.ssue. 

But whether we assume constant absolute 
risk aversion—thus eliminating the income 
effect—or not, measuring the impact of ex¬ 
change rate variability on trade is a relevant 
exercise. In the one ca.se it measures the— 
predicted—adverse effect, and in the other, 
it measures the net effect of the income and 
substitution effects discussed above. 

The second issue of concern is the degree 
of aggregation of the dependent variable in 
question. When total trade—meaning im¬ 
ports or exports aggregated across countries 
and commodities—is used, this may result 
in biased coefficients. Theil [1954].showed 
that unless all .the disaggregated coeffidoits 
are equal, the aggregated coefficients being 
weighted averages of the disaggregated ones, 
will ctmtain a specification bias. Subsequent¬ 
ly, Zellner [1969] showed that for a class of 
regression models with random coefficients 
and for a certain range of specifying 
assumptions, thm is no aggregation bias. 


&ut herc, thg stimilald 
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Brodsky and Sampson [1983] show that 
exchange rate variations a^ect Afferent in¬ 
dustries in different ways, so that an 
'industry-specific' effeettve exchange rate 
might be in order. Goldstein and Khan 
[1985] survey the empirical evidence in this 
regard in trade and come out in favour of 
disauregated studies—by country and by 
commodity group. 

Where the data permit, this approach 
gives the more interesting results. As the 
table shows, the studies that use disag¬ 
gregated data—cither bilateral or sectoral— 
invariably reveal differences in the effects of 
exchange rate variability on trade. As Coes 
[1981], Maskus [1986], and EMlanger et at 
[1988] report, some sectors have been 
measurably affected by exchange rate varia¬ 
bility, and others have not. Why this is so 
is not pursued by the authors, but is 
presumably of further concern to policy¬ 
makers and those in the affected sectors. 

Similarly, the studies using bilateral trade 
flows reveal differences in the pattern of the 
impact of exchange rate variability. The most 
recent and widest ranging study using this 
approach. Thursby and Thursby [1987] 
reveals significant bilateral effects. This im¬ 
plies that the pattern of world trade, not 
merely the level, is affected by exchange rate 
variability. Once again, the implications of 
differing bilateral effects—are they because 
bilateral exchange rate variabilities differ, or 
because of forward exchange rate markets 
of varying completeness?—are not pursued 
in any of the studies. 

Pooling the data rather than aggregating 
it will increase the sample size, but may result 
in hetero.scedasticity. In effect, when pooling 
data of large and small countries, we must 
first ask—a test for—whether small coun¬ 
tries differ in their response to exchange rate 
variability from large countries. If 
heteroscedasticity is present, most correc¬ 
tions for its assume knowledge of its cor¬ 
rect specification. The MacKinnon and 
White [1985] procedure has the advantage 
of not assuming such knowledge. It yields 
inefficient coefficient estimates, but the 
t- and F- tests are asymptotically valid. 

The third issue we deal with is the capacity 
utilisation variable. Hooper and Kr^hagen 
[1978] introduce this as a non-price ration¬ 
ing variable that works as the price variable 
does. As domestic capacity utilisation in¬ 
creases. domestically produced inputs are 
delivered with longer lags, thus decreasing 
the quantity demanded of imports. On the 
export side, Coes [1981] suggests that as 
domestic excess capacity increases, producers 
are driven to seek markets abroad. 

It is not clear why these relative business 
cycle effects will not manifest themselves via 
the price and income variables, and indeed, 
not all studies include a capacity utilisation 
variable. For the industriiiued economies, 
indices of capacity utilisation in manuflBc- 
turing are available For primarily aarkid-. 
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if iinot dear how capaci¬ 
ty otilisation should tw measured. For Brazil, 
Coes [1981] uses the residuals from a .semi¬ 
log time trend of GNP,^ In Medhora 
[forthcoming], capacity utilisation at htinic 
and abroad, thus measured, was found to 
be insignificant in explaining We.si African 
imports, and dropping it did not change the 
results reported. 

Finally, there is some lainiide on svhai the 
dependent variable should be. Not all the 
e.stimations arc the result of a rigorously 
.specified model of trade. Thus whether it is 
import/export volume, as most ol the studies 
use, or whether it is growth ot imports.ex¬ 
ports, as Kencn |l980j, and de Cirauwe 1I988| 
use, or the iniport/expoit to (iNP ratio, .is 
Coes 11981), Thur.sby |I9HI|, and Ihuishx 
and Thursby (19851 use, depends on the 
authors’ notion ol what is being affecleil by 
exchange rale variability. Similarly, it is not 
always explicitly stated why only imports oi 
exports aie used as the dependent vaiiablc 
In a general equilihnuni framework ol the 
Hooper-Kohlhagen-t'ushman type, both im¬ 
ports and exports arc aflected by exchange 
rate variability \'ei thev do not estimate 
separately demand for nnpoiix and supply 
of expoiis equations -their exptirt equations 
incorporate the cflect of exchange talc 
variability on imported inputs 
AVhilc most studies that have estmiaied 
separate import and espoit equations have 
found no .rsynmicttie efieeis, Akhtai and 
Hilton |1984j and Belanger et al [19881 have. 
Moreover. Kencn and Kodriek |l98f>| lound 
an adverse effect on imports ol esch.mgc i.ite 
variability lor many ot the industrialised 
countries whose exports liad been lound to 
have been unqf/cciirJ by eseharige laie 
variability—see, for example, Bailey cl al 
[1986. 1987], and Cole jlWh), l.ven allowing 
for slight differenees m sample size, time 
period, and the measure of exchange laie 
variability, these results seem .inomalous, 
and an c.s(imation of both, imports and ex¬ 
ports, seems appropriate, lot 1 fX's, change' 
in government policies -especially producer 
prices—and the weather, along with move 
ments in relative prices and world income 
may well dwarl the effects of e.sehangc rale 
variability on the supply ol exports But, 
properly modelled to ineorponiie these fac¬ 
tors, a study of l.DC exports may yield in 
teresting results. 

V 

Defining and Measuring Exchange 
Rate Variabiiity 

TWo issues will be addressed here, Fiist, 
are we concerned with real or nominal ex¬ 
change rate variability? Having made this 
decision, second, what statistical measure of 
variability should be used? 

At the outset it should be noted that 
measured variability is only a proxy for what 
is really at issue—uncertainty. It is possible 
for a low level of variability to be a$.sociated 
with a high degree of uncertainty, and vice 
versa. Some measures are better than others 
at overcoming this dilemma, as will be seen 
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Study 

Data IVriod, 
Countries 

Measure of 
ttariabiliiy 

Dependent 

Variable 

Rciulu 

Clark 

and 

Haulk 

[1972] 

Quarterly, 

1952-72. 

Canada, US 

Standard devia¬ 
tion of forward 
exchange rate 
of (moving avera¬ 
ge) previous 
four quarters 

Aggregate 
real imports 
and exports 

No effect 

Makin 

[19761 

Quarterly, 

1960-73, 

Canada, Federal 
Republic- of 
Germany, 

.lapan, US 

Standard devia¬ 
tion of spot 
exchange rate 

Aggregate 
real imports 

No effect 

Hooper 

Quarterly, 

Average absolute 

Bilateral 

No volume 

and 

1965-7.S 

difference 

export volume 

effect except 

Kohiha- l-iance. l-edcral 
gen[1978] Republic of 
Germany, 

.lapan. UK. US 

between forward 
and spot rates 
in each quartet 

and price 

US and UK. 

Adverse price 
effect 

Abrams 

11980a] 

.Annual. 

1973 76. 

19 developed 

ruuniiies 

(pooled) 

Variance of 
previous veai's 
spot tales, 
monthly 

Bilateral 
export volume 

Adverse effect 

Abrams 

[1980bj 

Annu .il. 
l97t-;6. 

19 (leselopcd 
count lies 
(pooled 1 

Variance- ol 
previous year’s 
real exchange - 
rates (monthly) 

Rilaieral es 
pint volume 

Adverse effect 

tiupta 

119801 

India. Israel, 
MesisO, Kntea, 
'luiwan 

Standard devia¬ 
tion ol e.sehangc- 
rate changes 
around trend 

Aggregate 
cxpoit volume 

No effect 

Kencn 

[19801 

Annu.il. 

1974 76. 
t.t couniries 

(Closs 

section) 

Monthly stand 
aid deviation of 
nominal and real 
spot tales 

Growth of 
aggregate 
real exports 

No effect 

Thursbs 
[19801 ' 

Quarieilv, 

I9.S3 77, 

( aniida 

Her cent difte- 
rcncc betvseen a 
hvpothelical 
‘fixed’ rale and 
actual rate, in 
cac-h quarter 

Aggregate 
real exports 

1 

No effect 

Goes 

Annual, 

Integral dilfe- 

1-xpori- 

Adverse, 

|I9KI| 

1957 74, 

Hi.i/il 

renee cumulative 
distribution of 
real exchange rale 
and the 'certain’ 
exchange rate 

production ratio, 
by sector 

except for two 
industries 

Thiirsbv 
[1981 [ 

Quarterly, 

1972 79 

15 developed 
counttics v 

Brazil. Spam. 
Ireland, turkey 

Variance of nomi¬ 
nal and real eftc-c- 
live exchange rates 

.Aggregate 
export-GNP ratio 

No effect 

('ushtnan Ouattcrly, 

Standard devia- 

Biluteial ex 

Adverse volume 

[1983] 

1965-77, 

France, Federal 
Republic of 
Germany, Japan, 
UK, US. 

lion of changes in 
spot real exchange 
rate, four quarters 

purl volume and 
prices 

and price effects 
in some cases 

Jiistic-c 

Quarterly, 

Average changes 

Bilateral 

Adverse effect 

(198'] 

1973-81 

UK 

and average 
standard devia¬ 
tions of nominal 
and real ex¬ 
change rates 

export volume 
and price 

in some cases 
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Aiudy 

Data Period, 

Countries 

Measure o( 

Variability 

Dependent 

Variable 

Results 

Akhtar 

Quarterly, 

Standard 

Aggregate 

Adverse 

and 

1974-81, 

deviation of 

export and 

effect except 

MHion 

Federal Repub- 

effective ex 

imporl volume. 

US imports 

(1984] 

lie of Gcrni.xny, 

US 

change rale 

price of exports 
and imports 


Bank ot 

Quarterly, 

Aveiagc abso- 

Aggregate 

No effect on 

England 

1976-83, 

lute changes in 

import and 

trade. Adverse 

II9M] 

UK 

dully rales; 
standard devia¬ 
tion within 
each quarter 

export volume, 
price of imports 
and exports 

price effect 

IMF 

Quarterly, 

Standard devia- 

Bilateral 

No effect 

(1984) 

1965 81, 

Canada, fiance. 
Fedrral Repub¬ 
lic of Germany, 
hah. .lapan. 

UK. US 

lion ot changes 
in spot real ex¬ 
change rate, past 
five quarters 

export volume 


Gotur 

Quarleily, 

Standard devia- 

.Aggregate 

No el feci 

[1985] 

1975 83. 
france. federal 
Republic of 
Germany, Japan, 
UK. US 

tion of efteclivc 
exchange rale 

import and ex 
port volume 


Thursby 

Annual, 

irude weighted 

Bilateral 

No aggregate 

and 

1973 77, 

algebraic 

real exports; 

elfeci; adveise 

Thursby 

20 countries 

mean of the 

change in ex- 

bilateral 

[I9RSI 

(pooled) 

pet ccni 

change in bilaieral 
exchange rates, 
trade 

weighted mean 
of absolute 
values of per 
ccni changes 
in bilateral 
rales; trade 
weighted stand¬ 
ard deviation 
of per cent 
changes in 
above senes 

poil-GNP ratio 

cllccis 

Bailey. 

Quarterly, 

Absolute value 

Aggregate 

No effect 

Ihvlas, 
and Ulan 
[1986] 

1973-84, 

Canada. France, 
Federal Repub¬ 
lic of Germany. 
Italy, Japan, 

UK. US 

of per cent 
change in nomi¬ 
nal effective 
exchange rate 

real exports 

No effect 

Chtti 

Quarterly, 

Standard devia- 

Aggregate 

[1986] 

1972-83, 

Canada 

tion of changes 
in spot real 
exchange rate, 
four quarters; 
standard devia¬ 
tion of effective 
exchange rate 

import and export 
volume, price 
of imports 
and exports 


Kenen 

Quarterly. 

Standard devia- 

Volume of 

Adverse effect 

and 

1975-82. 

lions of real ex- 

aggregate 

in many cases 

Rodrick 

11 developed 

change rate; 

manufact- 


11986] 

countries 

standard 
deviations of 
the trend in 
real exchange 
rate; stand¬ 
ard deviation 
of the real 
exchange rate 
from an ARl 
equation 

uted imports 
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below. Stilt to tbe extent l^at forwiutil ex¬ 
change marlcets do not exist everywhere and 
for long time horizons, measured variabili¬ 
ty captures well the uncertainty. But different 
variability measures have different 
characteri.stics. 

The use of real exchange rate (meaning 
nominal exchange rates corrected for differ¬ 
ing relative price changes across countries) 
variability is advocated primarily because it 
takes into account the possible offsetting 
nature of price movements to nominal ex¬ 
change rate changes. Optimal resource allo¬ 
cation decisions should, of course, be made 
on the basis of nominal exchange rate and 
price—that is, based on real exchange 
rate—changes. But nominal variability 
should not be ruled out entirely, for a 
number of reasons. 

First, bccati.se the real exchange rate is 
composed of two (possibly) offsetting com- 
ponent.s, it docs not follow that real variabili¬ 
ty IS always less than nominal variability. In¬ 
deed, as Hellciiier |l98t], I anyi and Suss 
|I982J, and Akhtai and Hilton [1984] .show, 
through most of the I97(>.s and early I980.S, 
real variability has otien exceeded nominal 
vaiiahility in many countries. Whatever 
variability is chosen should depend on 
sirongei reasons than which type has been 
laigei 

1 vchangc tales both influence, and are in¬ 
fluenced by prices The individual trader 
laces two separate iisks-- a nominal ex¬ 
change rate risk, and a price risk. By fusing 
the two, a measure of real exchange rate 
variability obscures this distinction. For 
exutiiple, even if, on day 30, a price infla¬ 
tion is perfectly offset by a nominal ex¬ 
change rate depreciation, leaving the real ex¬ 
change rate unchanged, on day I the trader 
faced two uncertainties—the price move¬ 
ment and the exchange rate movement. His 
decisions of day I—how much to import/ex¬ 
port. and Irom/to who?—must thus be bas¬ 
ed on these actual iineeriaintics, not the 
happy ex post coincidence of day 30. 
which shows zero variability—and also zero 
uncertainty. 

If we assume traders have a short time 
horizon in a world where nominal exchange 
rates move more often (or, at least more 
visibly) than prices, then a measure of 
nominal variability should be used. But if 
we a.ssume that traders are more sophisti¬ 
cated, keeping in mind not just nominal ex¬ 
change rate changes but also the impact of 
monetary and fiscal policies at home and 
abroad, then a measure of real variability 
>hould be used. 

Having determined which type of varia¬ 
bility should be of concern, it remains to be 
decided on how it should be measured. The 
range of measures available include the stan¬ 
dard deviation, deviations from trend, dif¬ 
ference between previous forward and cur¬ 
rent spot rates, Cini mean difference co¬ 
efficient (OMD), coefficieni of variation, 
and the scale measure of Variability. 

The use of deviations from trend assumes 
that the trend itself is predictable and 


EemwsateMtit 



Table fConretj 


Study 

Data Period, 

Measure of 

Dependent 

Results 


Countries 

Variability 

Variable 


Maskus 

[1986] 

Quarterly, 

1974-84, 

US 

3-month spread 
between spot 
and forward 
rate, adjusted 
for expected 
inflation 

Bilateral real 
exports, by 
sector 

Adverse aggre¬ 
gate effect, 
no effect in 
some .sectors/ 
countries 

Hill 

Quarterly, 

1973-84, 

Canada, 

France, 

Federal Repub¬ 
lic of Germany, 
Italy, Japan, 

UK, US 

Absolute value 
of per cent 
change in nomi¬ 
nal and real 
effective ex¬ 
change rate, 
standard devia 
lion of nominal 
and teal spot 
rales 

Aggregate 
real cxporls 

No effect 

Thursby 

and 

Annual, 

1974-82, 

Variance of 
spot tale 

Hiialrial 
real e.vpolls 

Adveise cffeci 

Thursby 

[1987] 

17 countries 
(pooled) 

around its 
trend 

and c\pori 
price 


Belanger, Quarterly, 
Gutierrez, 1974-87 
and Canada. US 

Raynauld 
[1988] 

Variance in 
per ceni diffe¬ 
rence between 
spot and for¬ 
ward rate 

Bilateral 
real iinporis 
and exporls, 
vccloral 

Adverse elK'Cl 
in some 

sectors 

de 

Grauwe 

[1988] 

Annual. 

1960-69 
and 1973-84, 

10 industrial 

countries 

(pooled) 

Standard devia¬ 
tion of ex¬ 
change rale 
changes around 
mean, real and 
nominal 

Change In 
nominal evporls 

Adveisc cffeci 

Medhora 

(forth¬ 

coming) 

Annual, 

1976-82, 

Benin, Burkina, 
Faso, Cote 
d’Ivoire, 

Niger, Senegal, 
Togo (pooled) 

Standard devia¬ 
tion of weekly, 
monthly, and 
quarterly rates 

Aggregate 
real imports 
from non¬ 
franc /one 

No eticci 


costless, thus leaving only the mistiis as 
‘true’ tneasuTcs of the cost of uncertainty. 
In economies where forward inichange 
markets are thin and/or expensive, even the 
W/id, known and predictable as it maybe, 
will have welfare implications because allow¬ 
ing for it consumes resources. If it is deter¬ 
mined that deviations from trend best ap¬ 
proximate exchange rate uncertainty, there 
is still the question of how to ‘de-trend’ the 
data. 

IMF 11986] uses two measures that do 
this: (I) a weighted average of the standard 
deviation of changes in the natural log ol 
the exchange rate, and (2) the standard devia¬ 
tion of changes in the natural log of a 
weighted average of bilateral rate (i e, of ef¬ 
fective exchange rates). Lanyi and Suss [1982] 
show that so long as the co-variance between 
two exchange rates is non-zero, (I) and (2) 
will diverge, so that both measures should 
be used in estimation.’ 

The standard deviation measure, while it 
does not tal« the trend and deviations from 
it into account, does not render the trader 
completely uninsightful. Rather, it assumes 


that deviations from an intra-period mean 
of observations best reflect uncertainty 
Since the mean ol a group ol observations 
is easier to compute than their ircnd, the 
standard deviation measure is less informa¬ 
tionally demanding of the iradei than the 
deviations Irom Ircnd measure 

The use of the difference between the 
previous lorward and current spot rates to 
measure variability assumes that hedging is 
a viable alternative to cover foreign transac¬ 
tions. As noted earlier, this measure reflects 
uncertainty only in.sofai as hedging is cost 
less (which it is not), or can cover a// foreign 
transactions (which it cannot). 

The relative merits of the GMD and scale 
mcasurc of variability as against the stan¬ 
dard deviation has been the subject of a 
debate between Kana [1.981, 1984] and Brod- 
.sky [1984], Rana argues that if the variability 
measure is a non-normal stable Paretian 
dist.'lbution (as he finds for his sample of 
effective exchange rates), then the second 
moment does not exist, making the sample 
standard deviation unstable, and therefore, 
statistically inappropriate in use. As alter¬ 


natives. he suggests the GMD and scale 
measure. The GMD is the average of the dif' 
ference in all possible pairs of values 
regardless of the sign, while the scale 
measure uses only the middle 44 per cent of 
the range of observation.s. 

Whereas Rana speaks of leptokurtosis 
and inlortractile ranges, Brodsky's 
arguments are based on economics, or as he. 
puls II “a somewhat more practical point of 
view than that employed by Rana” [p 295], 
Isseniially, a non-normal distribution has 
too inanv observations in the tails, thus giv¬ 
ing them more weight than they would have 
III a noimal distribution. Brodsky asserts 
that ii we assume iisk aversion, then in fact 
greaict wciglii shvuld be given to extreme 
obsei lations. On the other hand, the scale 
iiieasuie f/w/n 28 per cent of the observa¬ 
tions ai each end, making it economically 

ineanitif’.less. 

I he ( iMP IS similai to the standard devia¬ 
tion m ihai all observations are given equal 
vieighi. bill while the lormer uses absolute 
dll lei cnees, ihe laitci uses second-order (i e, 
siiuaicd) dilleicnccs, making it more rete- 
vani uiidei the assumptions of risk aversion. 
It mu\ well he aigiicd that the GMD could 
he modified to use squared differences as 
well, but then ii still pairs ail observations 
will) one anolhei, rathci than with an intra- 
pciioil mean - as the standard deviation 
does which at least implies some intelli- 
gence lor the tradei After all, the point of 
the \ai i.ibihty measure is to clo.sely approxi¬ 
mate iinceitainty. By averaging all possible 
pail dillercnces. the GMD make.s any and 
all eschange rate changes ‘uneeriain’. TIte 
siandard deviation, on the other hand, 
giounds all changes ii> a ba.se—the intra- 
period mean 

I inally, it should be noted that the issue 
of peiiodiciiy has been largely ignored in the 
discussion on measuring exchange rate 
vanabiiiiv In the context of export earnings 
iiislabilily, tielb [1977, 1979] posed this 
question—for a given degree of fluctuation 
around a mean, docs not matter whether the 
frequency of lluctuations is high or low? He 
found that low frequency variability, mean¬ 
ing a deviation fiom trend that persists for 
over two years, is moie costly than high fre¬ 
quency vanabihtv because the financial 
system is unable or unwilling to give 
medium- oi long-term credit to exporters 
lacing such an earning risk. 

In the absence of complete forwaid ex¬ 
change maikets it i.s unclear whether low fre¬ 
quency e.\changc rale variability is more or 
less harmful to trade than high frequency 
variability Indeed, none of the measures 
ouilined above allow for the impact of per- 
sisientlv misaligned exchange rates on trade, 
which has also become a feature of the post- 
Bretton Woods system. 

The decision, then, on variability—real or 
nominal? how measured?—depends on the 
researcher’s a priori belief of the system at 
hand. Is it fairly well covered by forward ex¬ 
change markets? How well inlormed are 
traders? 
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Studm that ufe multtfllt maaiurea of 
varioMbty in effect avoid tbit problem b) 
trying to uke into account all, or mo« 
ipouibilitics If all the measures used show 
eoiuistent resuits—one way or the other- 
then all IS well But it must be remembered 
that such an approach has no basts in theory 
The author is saying “I (.an’l say mush about 
the system and us tiaders, so let’s tty 
everything", 

VI 

('sinoluhion 

in this section, some concluding remarks 
^ on the state of Iht literature will be 
picsented The first question to address here 
is, where do we stand on the empirical ef 
firets of exchange rate variability on tiadc’ 
Histortcally, and using admittedly crude 
methods of measurement, Yeager (1976) 
argues that throughout the nineteenth cen 
lury and during the inter-war years, there was 
nocorrelaiion between exchange rate saiia 
biHiy and world trade 
The results of the early studies reported 
in the table, while mostly showing no adverse 
effect, must be reconsidered in a cntical 
light First, many—including the oil cited 
Hooper and Kohihagen paper—straddle the 
period of transition from fixed to floating 
exchange rates This change in the regime is 
strong enough to cast doubts on any trade 
model that ignores this tundamental struc 
tural shift—the standard I ucas critique 
But even for the studies that use as their 
time period the early part of the post 
Bretton Woods era, there arc two counter 
acting reasons why their results should be 
considered leniativc 
First, contracts and trading relationships 
arc made ovei a number of years, and will 
hot be broken or changed right aftei a new 
exchange rate regime begins This ‘inertia’ 
effect, then, may result m understatement 
of the true costs of exchange rate variability 
on trade 

Second, in the early phase ot the nc*w 
regime, there may well ^ greater uncertainty 
among traders, as they adjust to the new 
rules ot the game Forward markets need 
time to develop, and the eartv jumps in ex 
change mies may only be the inevitable result 
of a system finding its equilibrium This 
*growing pains' effect would overstate ex 
change rate vanabitiiy costs on trade 
The evidence for the more recent 
penod—the raid seventies and after- is 
mixed, although it is lair to sav that there 
are more studies that find no elfcct than 
there are that do This, however, is not the 
last word on the issue 
For one, the evidence is quite convincing 
that exchange rate vaiiabilits, both real and 
nominal, has, indeed, imreused over time" 
Studies for the mid and latc-eighties mav 
well show more convincingly an adverse ef 
feet of exchange rate variability on trade 
It 1 $ possible, of course, lor the ’no effect' 
lenilu to have economic meaning. As Willeti 


11986] argues, if exdunge idle vnnabiliiy 
merely reflects other (meaning policy) 
vanability, or if relative to domestic variabiii- 
ty, exchange rate variability has not increas¬ 
ed then empirical studies wilt, in fact, no 
adverse effects ’ The call here is lor trade 
moHcis to be set in a more general 
tram work in which exchange rate variability 
IS II It the only type ot variability that traders 
must face 

Indeed, the studies reported in the table 
do not address the other ctfccis of exchange 
rate variabiliiv on trade As mentioned 
earlier, pttsistem misalignments of exchange 
rates have resource allocation implications 
that are not addressed here" 

It, in fact, a persislinlly overvalued ex 
change rate in a country squeezes the traded 
goods sectoi and thus provokes calls tor in 
creased protection which is then not removed 
when the exchange latc falls back into line, 
then trade will be lutther alfectcd 

[ inallv It should be noted that the bulk 
ot the literaiure uses dc*velopcd coiimrv data 
In I IK s, whcic (oiward markets aic less 
developed and the cost to adjust to changes 
in the economic environment is highei, ex 
change late vanability—coupled with 
developed country protectionism- m.iy have 
a measurable impact on trade and income 
[he levults ol such studies art one com 
(tonem in the tioaiiiig versus fixed exchange 
rates debate, and could also be a guide to 
a country contemplating jieggmg its currency 
to one Ol more other cunencies 


NolBi 

[1 would IIIk to thank 0 fC HeUeiner. N C 
Choudhry, H C Eaitinan and Denu Bdanger 
for their helpfiil commeau on thii paper and 
a prevHHii paper (Medhom, WorU Devetop- 
men/, forthcoming] of which thu it an 
offihoot] 

1 See, for otami^e. Markowitz [l9S2],Dcbieu 
II9S9], 9iarpe (1964), Lintncr (196S], and 
Mouin [1966], Arrow (1971) 

2 The empirreal evidence here ii quite strong 
See, for example, Hodrkk end Snvutava 
[1987], Cumby and Obiifeid (1984 and 
1984-i], Hsieh [1984], Dooley and Shafer 
(1983], Hansen and Hodrick (1983 and 1980], 
Bdson [1981], and Fianket [1980] 

3 For a more rigorous discussion of the 
Newbery Stiglitz framework in this context, 
see dc Orauwe [1988] and Coes 1I98I] 

4 Fbr mure on measuring capacity uuluation. 
see Lim [1976], Anus (1977). and Chnstumo 
[1981] 

5 Cuddy and Della Valle [1978] proposed a 
measure to de trend time series data, which 
was subsequently refined by Duggan [1970] 
On this matter, see also Delte Valle [1979] and 
Brown [1979] fhe method essentially involves 
‘correcting* the conventional coefficient of 
variation by a factor reflecting the goodness 
ol fit of past observations to a time trend 
Isui |I987| shows that Duggan’s measure of 
vanability will always be less than the con 
ventional coefiicient of variation 

6 See, for example, Kenen [1979], Gupta |I980|, 
Brodsky, Helleiner, and Sampson [1981], 
Helleiner [1981], and isenen and Rodnek 
[1984 and 1986] 
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chute rate vnitei^ity inmUie^metning it 
{i potiUve Md signiflcnni. In the Newbery- 
StigKu framework, of course, this is not 
perverse^ but rather evidence of their income 
effect overriding their substitution effect- 
difficult to conceive as this may Iw- 

« Cushnun (1986] has found signiflcani nhira 

country* effects on US exports to its six 
largest partners, fliat is, an increase in, say, 
the vanabilhy of the dollar-DM rate will shift 
exports away from Germany and towards, 
say, the UK. This is consistent with Thursby 
ud Thursby (tW], who find that exchange 
rate variability affects not just the volume 
but also the pattern of world trade 
9 This is what de Grauwe (IMS, p 69] calls the 
‘political economy of exchange rate 
variability*. 
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Discussim 


Dowry and Inheritance Rights 

Madhu Kishwar 


IT is puzzling that EPM' should think fit 
to publish such a confused diatribe as 
C S Lakshini’s ‘On Kidneys and Dowry' 
(January 28). 

Nowhere in any of my writings have I 
argued that “dowry and dowry items are the 
girl's share of the property" as Lak.shmi fan¬ 
tasises I have aigued. On the contrary, the 
thrust of my argument was (hat it is women's 
lack of inheritance rights which forces them 
mistakenly to continue viewing dowry as 
some sort of inadequate compensation for 
the denial to them of an equal share in 
parental property. 

My article in Manushi (No 48,1988) was 
an inquiry into why anti-dowry campaigns, 
despite their stridency, have been so ineffec¬ 
tive. Dowry continues to be practised near- 
universaliy and most women continue to 
participate in it. Is this because most women 
are fools, or is it possible (hat our approach 
leads us away from comprehending their 
limited alternatives? 

Reflecting on my experience of actively 
participating in anti-dowry campaigns for 
10years, of having personally implemented 
a strict boycott of all dowry weddings, and 
of providing legal aid through Manushi to 
hundreds of women in distress, besides 
reading the narratives of hundreds more that 
came to us from different parts of (he coun¬ 
try, I came to the conclusion that one of the 
k^ reasons anti-dowry campaigns have been 
ineffective is that they vrere not accompanied 
by concerted efforts to make effective 
women's legal right to equal inheritance 

Lakshmi pompously misses the point 
when she declaims: “A woman inherits pro¬ 
perty by being the child of parents who own 
property. Whether married or unmarried, 
she has a right to this property. Whether 
divorced or widowed, she has a right to this 
properiyl' If, instead of rdying on (he decep¬ 
tive authority of paper laws which bestow 
such rights (although only partially) on 
women, Lakshmi were to look at actual 
women's lives, she would find it far more ac¬ 
curate to say that most women do not inherit 
property, even if they belong to propertied 
families. Whether married or unmarried, 
most women have not been able to establish 
their right to parental |»operty. Whether 
widowed or divorced, women luve not ob¬ 
tained rights to this property. Income 
generating assets, whether in the form of 
land, house, apartment, shop, factory or 
vehicle are almost always pass^ from father 
to son. When there are no sons, land is often 
passed to brothers' sons rather than to 
dat^hters. Women are made to sign away 
thetr rights in favour of their brothers in the 
overwh^ing number of cases where any 
question arises about who are to be the 
rig^ful inheritors. 

Having no secure foothold in her natal 
home, no economic base she can call her 
own, and for other reasons, most women 


have little choice but to see their marital 
home as the only place where (hey must try 
to belong, and to see their status as deriv¬ 
ing from their husbands'. These arc not “no: 
tions” as l akshmi would have it, not myths 
deriving from false consciousness, but un¬ 
fortunate actualities deriving from women's 
disinherited, dependent position in our 
society. 

In this situation, dowry is the crumb given 
to the slave deprived of choice. Given a 
choice between a piece of land in her own 
name versus saris or furniture, few women 
would choose the latter. But to expect her 
to refuse the latter when (he former is not 
on the agenda, is to ask her to become a 
martyr to a cause invented by social refor¬ 
mers, which will bring her no real advantage. 
How would it alter her powerless position 
in the martial home to marry dowryless 
when she will get nothing else either? It is 
like asking slaves to refrain from eating the 
only food provided by the master because 
accepting it would be degrading. Cam¬ 
paigners who suggest such a method of 
fighting slavery should not be surprised if 
their campaigns prove ineffective because 
slaves want to cat in order to stay alive. 
Unless they see some way of obtaining their 
freedom by effective actions to overturn the 
system, they will take what they can get. 
Some women do choose not to marry at ail. 
But this society has a multitude of ways to 
discourage free choice of that option, as I 
have discussed in many other articles. 

Lakshmi makes the sweeping statement 
that “women who get burnt or young girls. 
who hang themselves arc not those who 
come from families where there is any pro¬ 
perty that a girl can demand as her share". 
Anyone who has worked with women vic¬ 
tims of marital violence and their families 
will confirm that this is an absurd and false 
generalisation. A large number of women 
who are murdered or driven to suicide in 
their marital homes are daughters of busi¬ 
nessmen, shopkeepers, landed peasants. 
Many of them die because their fathers and 
brothers, despite having adequate means to 
support them, despite owning a house or 
other property, refuse to give them shelter 
when they seek protection from a violent 
marriage. The men fear that the daughter 
will become a 'burden' on them, that is, will 
become, or make some sort of. claim on the 
property. 

llie culture of disinheritance of dai^ters, 
bred by hegemonic groups who own income 
generating assets, spreads to other groups as 
wclJ. However, when we talk of dowry we 
are not primarily talking of the destitute 
poor but of those who have some economic 
assets or creditworthiness to encash. 

Lakshmi has nothing but contempt for 
“women who want thrir parents to give 
dowry... in the mistaken notion that it en¬ 
sures a comfortable future''. She dismisses 


“these women” as "iniluetured by material 
values”. Unfortunately, I cannot be as lof¬ 
tily dismissive of "materitU values” after 
listening to scores of women narrate how 
they were denied a new blouse or a pdr of 
slippers or even busfare for years after nl«- ' 
riage, and had to go through the humilin- 
tion of drawing on what thdr parental faml- ’ 
ly had given or continued to give them. The / 
humiliation of asking either natal or roariti^ 
family for penonal expenses can only be ob-. - 
viated when women have an independeiH, 
survival base which includes not just an in-..; . i 
dependent Income but the right to dedde V 
how it is spent. 

As long as women continue to be in (his,; \ 
powerless position in the marital family; t'../ 
position which is crucially linked to the^ 
disinheritance in the natal family, doing 
without dowry will certainly not empower ' 
women. To ask for abolition of dowiy it to. 
start at the wrong end. Instead, we shoidd - ' 
single-mindedly work to ensure effective id- 
heritance rights for women as well as to ea> 
sure that women are not made mere vehiciM ' 
for transfer of property. Once inheritance ■!' 
rights become a reality, dowry in its pn^t 
form is almost certain to disappear. ‘ . 

I.akshmi accuses me of accepting that 
“status within a marital system has nothti^ 
to do with the individuals, it has to do with.v 
goods and property”. She, on the contraryi j..: 
thinks that only “love, warmth, understtp- 
ding, sharing and empathy make a marria^^ v 
work”. She will find many supporters of this 
Hindi filmi, or rather Mills and Boon, view ' ^ 
of marriage in ali those who advise wouwn 
to reform their husbands by 'love^ UQdi 
'understanding' to 'empathise' with the pro- ,. 
blems that lead men to batter their wives mid ", 
to make the marriage work by sharing the, \ 
husband's problems. I have no hesitation in ■/<> 
differing from this' view of the marriage and ! 
family system. Why Lakshmi deserts her . 
presumed Marxist orientation for romantic ,. 
idealism is not clear. Perhaps she can affonl \ 
to do so because she may have arranged . ’ 
other supports in her marit^ life that are not .. 
available to most women. Suggesting tW. : 
married women and those conudering mar- 'I 
riage should ignore their economic survi^ . 
interests in favour of total reliance on "iov^ 
understanding, sharing and empathy” 
seems very much at variance with any sen¬ 
sible woman's analysis of her options. Most 
women who act on such self-denying pre¬ 
mises increase their chances of brink 
victimised. 

This is because men control decision¬ 
making and own most of the income gene¬ 
rating property in our society and hstve own¬ 
ed it for generations; they are the decision¬ 
makers not only for themselves but for 
women and children too. Men’s economic, 
social and political power tilts the balance 
overwhelmingly in their favour in marriage 
and leads to their dominance over women’s 
lives. And this is no new plwnomenon. It is 
certainly not the ”corrupt wlues of a con¬ 
sumer society that has turned marriage into 
a market {dace”, as Lakshmi moralistically 







Mkrrlage wai not « raiiaaime MyH 
;W!fi)re the advent of the constumer society. 
Alan histitution, marriage is a social and 
acoiK»nic arrangement which has inequality 
iniiit into it because of the unequal proper¬ 
ty control and power distribution tMtween 
men and women. Lakshmi need not trouble 
herself to read Engels to understand this. 
Nineteenth century Indian literature, eigh¬ 
teenth century European literature, even an¬ 
cient Creek drama, will make it clear to tier. 
If she can manage to look beyond the 
*goodness’ and 'badness', the 'mutcriar and 
*non-materiar values of individuals to the 
power relations between them, determined 
not by their ‘notions’ but by theii actual 
' situation. 

Since Lakshmi concludes by aceiisiiig me 
of not wanting to “question or alter” 
anything in our society or to “take a stand 
on anything", she naturally cannot afford to 
addms my stand on inheritance right.s, 
which is central to my argument and which 
she choose.s to ignore. 1 had concluded my 
nrticle by stressing the need to empower 
women by giving them an independent base. 
' I reproduce that conclusion here. 

'“1 Any wilt which disinherits daughters 
should be considered invalid. 


‘*2>^i1and,pt%|pe(tKaMsucce«loniW£M^ ' 
lam, including land ceiling laws, should 
be amended to ensure equal rights to 
women, particularly over immoveable 
property such as housing and land. 

"3 Any document whereby a woman sur¬ 
renders her right in favour of her 
brothers, husband or in-law.s, should be 
considered invalid. 

“4 A woman should not be able to pass on 
to her husband or in-laws any property 
inherited from her parents. If she dies 
childless or under suspicious circum¬ 
stances, the properly should revert to her 
natal family. This will ensure that her in¬ 
heritance does not become an incentive 
for her husband and in-laws to kill her. 
Her inherited property should be in¬ 
herited by hei adult children or. if she is 
childless and die.s a natural death many 
years after marriage, it may be inherited 
by her husband, as his would be inherited 
by her under the same ciicumstances... 
“We should work to equip women witti 
the resources and abilities to define, con¬ 
trol and guard their own interests and 
their own lives. Whether or not they are 
given dowry will then become irrelevant 
to their essential well being”. 


Unarmed Reviewer as Combatant 

Alok Das 


“THERE is a large class of persons, in- 
dudtng some who appear in print as histo¬ 
rians, who regard any censure upon or criti- 
ciun of a great person as a breach of inicUec- 
tual norm, as an act of wanton iconoclasm. 
or even as a sort of cultural hoodlumism”, 
■aid Benoy Ghosc while analysing the role 
of a great figure of nineteenth century 
Bengal. But such a statement does not hold 
good today. Gone are the days of the ‘myth- 
makers*. ‘Iconoclasm’ is the order of the day, 
at least when it gives the iconoclast a proud 

f lace in the academic establishment. 

oromesh Acharya's review of Anuslup, 
Samar Sen Bishes Sankhya (Vol 22, Nos 2 
and 3. 1988) in December, 24-31) 

seems to be a veiled denigration of Samar 
Sen's historical role even though Acharya, 
in a subtle way, gives it a semblance of 
objectivity. 

‘^\bu raise the dust and then complain you 
carmot see", said philosopher Berkeley to one 
of his critics, the same is true in the ca.se of 
Acharya who is out to explode the myth of 
a ‘revolutionary Samar Sen' in spite of the 
fact that Sen never considered himself to be 
so In fact Sen was fully aware of his middle- 
class limitations and declared in no uncer¬ 
tain terms that “without a unity of thought 
and practice one can at best publish a tcvolu- 
tionary weekly, but can never be a 
revolutionary".' 

Acharya has raked up the oM debate bet¬ 
ween Samar Sen and Saraj Dutia justifying 
Outta's charge against modern Bengali 
poetry for ‘its uprooted character*. Thus, 
Dutta’s argumerus have been reverberated in 
Acharya’s leview. Dutia scathingly criticised 
the lack of communicativeness in modern 
Bengali poetry meant for an ‘intellectual 
(lique*. Dutu attributed this lack of com¬ 


municativeness to the lack of ‘subjective in¬ 
itiative’ on the part of Samar Sen and the 
poets of his genre. But the problem of ‘com¬ 
municativeness’ cannot be tackled so easily. 
As Malini Bhatiacharya in an evaluation of 
Samar Sen in the volume reviewed argues, 
there is no easy way by which a poet can 
master the language of the masses to bridge 
this communicaiion gap and reach widei 
sections of the people. The problem of com 
municativeness is thus not simply an ethical 
problem as Dutia's use of the words ‘sub¬ 
jective initiative' suggested, it is a problem 
of language. In this respect Acharya would 
have done better not to compare Sen with 
the ‘three Bancijees’, Tarasankar, Bibhuti 
Bhusan and Manik who were, as Acharya 
himself admits, essentially prose writers. 
Comparison could be made with Subhas 
Mukhopadhyay and Sukama Bhattacharya, 
the two much-vaunted people’s poets of the 
forties and Acharya docs that at one place 
by vaguely labelling them as “surely more 
popular than Saniai Sen". But the extent ot 
their popularity can be questioned. 

Acharya. however, finds Sen in the tare six¬ 
ties as “an altogether different person, un¬ 
compromising radical journalist” champion¬ 
ing the cause of democratic rights. But sur¬ 
prisingly enough, he dwells on this ‘different 
person’ uny in one paragraph and the major 
part of his review analyses the role of the 
not so-revolutionary, not-so-radical Samar 
Sen. simply a ‘poet with communist lean¬ 
ings'. This tendency to project Samar Sen 
mote as a poet and less as a journalist and 
editor of Now and Frontier is common 
among the established poets and journalists. 
And as Debabrata F^nda argues in the 
volume reviewed, it is an attempt on the part 
of these people to belittle Sen's historical role 


n a ] 

exposing the state terror on mimociitic 
rights and of course, getting bricfcbatsboih ’ 
from the right and left establishments,^ Sen 
has been portrayed in the same fashion in 
the analysis of a reviewer “with Marxist 
leanings". Acharya would like to go even fur- 
thei pointing out the blemishes in Sen's role 
as a journalist. Thus, following Oipendu 
Chakraborty he draws our attention to Sen’s 
maintaining good relation with the big press, 
even though doubts remain whether 
Chakiaborty meant to say that. Curiously 
enough Sen’s uncompromising role in the 
Hindu'tihun Standard or as the editor of 
AVnv eludes his attention, noi even the fact 
that Sen never compromised even when 
f rontier ran through heavy financial 
hardship. 

Acharya would rather like to lean on the 
darker side of things and argues following 
Arun Dasgupta, that Fromterwa the ‘pro¬ 
jection’ of Sen's "own personality—a sanc¬ 
tuary where he could nurture both his loneli¬ 
ness as well as his individual protcsi". Little 
docs .Acharya realise the dynamics, the 
modus operandi of the modern bourgeois 
democratic system which turns every protest 
into an individual protest 'segregating' the 
dissenting opinion from the greater society. 

E P Thompson nicely points out this aspect 
of the bourgeois liberal democracy quoting 
from the work of one of its protagonists. 

J S Mill who observed more i han a hundred 
ycais ago that in such a system “heretical 
opinions do not perceptibly gain or even lose 
ground in each decade or generation; they 
never bla/e out far and wide but continue 
to smouldc: in the narrow circle of 
thinking.. 

Still such ‘heretical opinion’ is of great 
value, as Lukacs argues, in the struggle 
against .systemic ‘manipulation’ and integra¬ 
tion. In the entire review Acharya tries to 
find nut Sen's revolutionaries, his involve¬ 
ment with the masses, his commitment to 
Marxism and so on. The problem is that 
some self-styled Marxists consider protest to 
be their monopoly. What is thereby ignored 
is the role of that section of the intelligent¬ 
sia, “tho.se forces which duly remonstrate 
against manipulation, even if they proceed 
from quite different ideological starting 
points:’•' 


Notes 

1 Samar Sen, Babu Britanta, Oey's Publishing, 
Calcutta, 1988, p S2. 

2 Anustup Samar Sett Bishes Sankhya, Vbl 22, 
Nos 2 and 3, 1988, pp 117-36. 

3 t P Thompson, H'riting by Candlelight, 
pp I-iO, Merlin Press, London, 1980. 

4 Conversation with Lukacs by Hans Heinz 
Holz, Leo Kafler, Wolfgang Abendroth, The 
Merlin Pres-s London. 1974. See the conver¬ 
sation with Abendroth. p 95. (Even though 
the conversation is in the context of capitaliu 
and late-capitalist societies, it is pertinent to 
India, especially in the light of the state lerror 
on democratic rights in the 7Qs, declaration 
of emergency by the slogan Of, what Lukaa 
calls, ’state-in-^nger’ and the role of Fron¬ 
tier in that period.) 
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that they do not affect the economic and social interests of the 
dominant sections of the rural community. What can be done 
to change this unequal bargaining game in the rural areas? A-IS 

State, Nation and Ethnicity in Third ^Ibiid 

While third world countries cannot wish' away either the forces of 
modernisation or the reality of a world connsting of nation states, they 
need not remain wedded to the text-book model of the nation-state 
given to them either. Several modifications and improvements are 
possible and indeed necessary in this model. dl9 




' Menagler ic.iAityeKumir 


Disequilibrium, Inlenud 
and External 

Does the experience of the Indian 
economy support the argument 
that internal monetary 
disequilibrium signiHcantly 
influences the balance of 
payments? 627 

Western Game 

On Satanic Verses, everyone from 
Imam Khomeini to the liberals in 
India is unwittingly playing the 
western game. 603 

Food Subsidies 

Several developing country 
governments subsidise domestic 
food consumption. What are the 
income effects of such 
subsidisation? A-2 

High Stakes 

The militancy of the agitation 
against the National. Ihsi Range 
proposed to be established in 
Baiiapai in Balasore district of 
Orissa is the product of mass 
participation and support which in 
turn are related to the benefits 
derived by the poorer classes 
from the contemporary 
phase of development of 
the Baiiapai economy. 6M 


Customs as Censors 

The perils of letting the customs 
authorities act as censors have 
been brought home in the recent 
case of the fourth volume 
of the Oxford lUustraled 
Encyclopaedia. iM 


|Wer of Grain Merchants 

A comparison of agricultural 
mercantile activity between Ihmil 
Nadu and West Bengal on the one 
hand and Bangladesh on the other 
provides abundant evidence 
pointing not to a conflict of 
interest between state and 
market but rather to a 
consensus of bureaucratic 
and commercial interests in 
the misimplementation of 
regulatory intervention. A-S9 

Sinking Titan 

The Congre$s(l) cannot survi've in 
its present questionable shape 
beyond 1990. If it loses the next 
election it will immediately break 
up into several parts. Even 
if it wins, it will win only 
by a thin margin. That will 
further deepen the crisis 
in the party. 601 


And Then There Were... 

With the highly publicised 
withdrawal of four Indian infantry 
battalions from Sri Lanka, how 
many Indian soldiers are left 
there? The figures emanating 
from the government appear 
questionable. 606 


Inflation and Economic 
Reform 

The dilemma facing the Polish 
government is that measures to 
contain the prevalent high 
inflation rates often conflict 
with the objective of reform 
and restructuring of the 
economic system. 633 









Political Violence and 
the Left 


I 

O.P DESHPANDE''. rejoindei ‘Strange 
Logic’ (February 18) to this corre.spondenf’i 
'Wi^rning Signal' (January 14) pur&uci a 
Stranger logic, if it is not altogether stranger 
to logic. Oeshpande does not question the 
facM that in the case of political violence 
referred to by me the victim was a Left 
activi.st and that he had been murdered 
“with as much brutality” as the late Satdai 
Hashmi. He has also not questioned that 
three CPI(M) supporteis had been arrested 
in connection with the murder and two 
CPI(M) cadres had sought anticipatory bail 
from the court. 

Apart from the fact that Oeshpande has 
sought the privilege of double standards for 
the CPl(M), the unstated premises of his 
‘logic’ seem to be that (i) the two case.s are 
not comparable because the Calcutta victim 
cannot boast of any admirer of the status 
and standing of Oeshpande that the late 
Hashmi luckily had, and (ii) it is not the 
actual commission ol a wrong or unjustified 
action, but it is its public reference which 
is harmful to the progressive cause. 

Oeshpande may be of the opinion that 
public condemnation by persons of status 
like him will be sufficient to prevent repeti¬ 
tion of crimes like Hashmi's murder. 7 his 
correspondent, however, believes, to lepeat, 
that “the roused democratic and progressive 
emotions will be assisted to crystallise into 
purposive action against a repetition ol a 
similar crime'* if the I eft ceases to be guilty 
of the same or similar lapses. This cor¬ 
respondent is not particularly worried if 
tlajiv Gandhi or anyone el.se in the opposite 
camp derives any short-term benefit from 
publicising of the left’s lapses a.s he believes 
in Lenin's advice that “we must not conceal 
our mistakes from the enemy. Anyone who 
is afraid of this i.s no revolutionary!’ 

Oeshpande seems to be a firm believer in 
his thoi^t-reading powers. But his opinions 
about this correspondent's opinions about 
the communist parties nr the Left movement 
•K not particuiarly material. This cor¬ 
respondent, however, will continue to warn 
against any contribution that the com¬ 
munists and the Left may be wittingly or un¬ 
wittingly making to the pervasive culture of 
violence in the country and will continue to 
appeal to the parties claiming to be Marxist 
to view this phenomenon with a sense of 
utmost responsibiKty. 

Your Correspondeni 

Calcutta 

II 

C P DESHPANDE’s letter (February 18) 
provides a strong plea for concerted action 
in defence of democratic rights and civil 



liberties. But, as ill-luck would have it, he 
does not seem to realise that CPI(M) has yet 
to learn its lesson, even after the brutal 
murder of Hashmi. Right from 1969-70 
when the Srikakulam Ginjan peasants’ 
armed struggle began claiming ‘encounter’ 
victims of the stature of Subbarao Panigrahi, 
the poet-revolutionary, the CPl(M) has never 
opened its mouth in condemnation of state 
violence. On the contrary, it tried to gag 
writers like myself who tried to pay homage 
to a fellow-poet like Panigrahi. The hundreds 
and hundreds of police murders have failed 
to evoke any response men from a civil liber¬ 
ties oiganisation sponsored by that party. At 
a lime when Vara Vara Rao is struggling to 
be out of prison and when Gaddar and 
Sanjeevi are ibiced to go underground fur 
much the same reason as had obliged Vara 
Vara Rao to have his bail cancelled, the 
C'PI(M) maintains a stony silence, quite in 
line with its support to the ruling Tclugu 
Desam Party. In sharp contrast, the Revolu¬ 
tionary Writers’ Association and the All- 
India league for Revolutionary Culture have 
not only denounced Hashmi’s murdei but 
also participated m the campaign initiated 
b> pro-CPI(M) cultural organisations in 
Andhra Pradesli. 

K V B 

Kavali 


III 

APROPOS the letter of G P Deshpandc 
(February 18), we wander why Oeshpande is 
irked by your correspondent’s note on Safdar 
Hashmi's ghastly murder (.lanuary 14). Is it 
not a fact that the CPI(M), which speaks of 
civil liberties, proposed that communist 
revolutionaries should be deprived of their 
civil liberties and democratic rights? (Please 
do not construe that we do not condemn 
Hashmi's murder by Congress(I) goons. We 
do condemn his murder). What is relevant 
here is that it is time to expose the hypocrisy 
of those who claim to be champions of civil 
liberties but do not hesitate to deprive others 
of the same in the state where they are in 
power. Whether such people belong to the 
CPI(M) or the communist revolutionaries, 
we must expose their double game if they 
indulge in the very activities which they con¬ 
demn in public. May we inform Oeshpande 
that in AP a prominent people’s artist 
Gaddar has been forced to go underground 
and Vara Wira Rao had to have his bail 
cancelled for fear of fake encounters by the 
NTR government’s police and the CPi(M) 
is hand-in-glove with this great ‘left 
democrat’, NTR. in all his atrocities against 
people’s movements and democratic 
struggles. 

Arun and Others 
Revolutionary Writers’ 

Association (.Virasami 
Kumool. 


Whose Security? 

Whose Defence? 

WE feel and havi; always felt that the so- 
called ‘defence’ programmes of our countries 
are not merely a menace to people of other 
countries but also a threat to people within 
each country. Just maintaining these defence 
programmes costs countless lives: where 
money is desperately needed for health, 
welfare, flood control and other life-saving 
measures, all the money spent on ‘defence* 
adds to the death toll. And there are plenty 
of occasions when the ‘security’ forces of a 
country are used against their own people. 
Finally, incidents like the fire at the Ojhri 
ammunition dump near Islamabad, which 
killed hundreds and injured thousands, are 
always a possibility. If nuclear weapons had 
been involved, the outcome would have been 
even more ghastly. 

These lethal weapons and the armed 
forces trained to use them are supposed to 
protect us from internal disruption and 
external aggression, or so we are told. But 
IS it really true that possession of weapons 
and the readiness to uve them reduces the 
nsk of conflict? If each of us went around 
armed to the teeth and looking for enemies, 
would that reduce the risk of our being 
attacked? Everything, all our experience, 
points in the opposite direction. Our only 
security lies in ceasing to produce and 
sfockpile nuclear a,s well as conventional 
weapons, ceasing to tram people to use 
them, teaching the jjeople whose business it 
killing some more useful profession. 

Our real enemies are not ordinaiy people 
of other countries or communities, but the 
people who rule or want to rule us by force, 
those who constantly wage a war to destroy 
the lives which we try to nurture. Our own 
struggle is against the ignorance, prejudice 
and hatred which justifies wasting precious 
resources on programmes of destruction; a 
struggle for peace and friendship between 
the peoples of our countries and all other 
countries. 

Meena Dhanda (India), Piitam Singh 
(India). Tkni Sandhu Bhaqava (India), 
Rajeev Bbargava (India), Jim White (UK). 
C M Corringe (UK), A Godfrey (UK), 
M Ouiry (UK). Mick Howes (UK), E Fer¬ 
nando (Sri Lanka), Akshay Bakaya (India), 
\hmeema Mitha (Pakistan), Radha Kumar 
(India), A Chhachhi (India), N Endagama 
(Sri Lanka), R E K^y (UK), H Lacey (UK), 
R T Morgan (UK), N Smith (UK), 
S Mustafa (Pakistan), Tkriq Abdullah 
(PBtistan), Sbaku Banaji (India), Rohini 
Hensman (Sri Lanka), Jani De Silva (Sri 
Lanka), Ihra Coomontwnmy (Sri Lanka), 
Jogath Senaratne (Sri Lanka), Sepali Km- 
tegoda (&ri Lanka), L J Greenaway (UK), 
Jill Howes (UK), Saleba Begum 
(Bangbidesli), R W Gicenawqr (AiutiaUa), 
Murad Bamiji (India}. 
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Straws in the Wind 


A lthough the opposition parliamentarians may 
rightly claim credit for Rajiv Gandhi’s final surrender 
to their mounting pressure and for his decision to submit 
to parliament the Thakkar commission report on Indira 
Gandhi’s assassination, they must also realise that they are 
perhaps making rather belated amends for grave omissions 
made in the past. Their efforts should have started right from 
the day of the assassination and should have been directed 
towards exposing the murky palace intrigues that surrounded 
the assassination, and which are yet to be fully revealed. 
There are a lot of unanswered questions. The official version 
kept changing from one day to another. We were first told 
that besides Satwant Singh and Beant Singh, there was 
another ‘clean-shaven’ man who opened fire on Indira 
Gandhi. But then nothing was heard about him later. Who 
was he and where did he disappear? Who ordered the Indo- 
Tibetan Border Police to open fire on Satwant and Beant, 
although they surrendered to them immediately after the 
assassination? The Anand Ram committee recommended the 
extradition of one Harinder Singh, a former envoy to Not way 
who was suspected to be closely related to Beant Singh, and 
who later took political asylum in that country. Why has the 
government failed to follow this up? 

Instead of pressing the government to come out with all 
the details and identify the guilty, the opposition drifted 
along, joining the officially orchestrated chorus of national 
mourning which drowned the uncomfortable questions that 
had surfaced immediately after the assassination. Shying 
away from the responsibility of undertaking an independent 
investigation into the assassination—which might have 
uncovered more of the conspiratorial linkages that are 
coming out now—the opposition virtually acquiesced in the 
cleverly-manipulated Congressd) electoral campaign that 
projected Rajiv Gandhi as the son of a martyr who deserved 
to be made the prime minister—a slogan that succeeded in 
making even the opposition vote-banks forget the Emergency 
excesses and the political perfidy of the Congress(l) and in 
swaying the voters in favour of a political novice whose claim 
to the prime ministership was solely based on his family 
antecedents. 

Even after having failed in the first round, the opposition 
could have made use of the chance offered by the Thakkar 
commission report to expose the ruling party’s prevarications. 
There was hardly any national campaign—or even a deter¬ 
mined protest in parliament—against the manner in which 
the Commission of Inquiry Act w^ amended just on the 
eve of the dale on which the goveniment was required to 


submit the report to parliament. The opposition agair 
acquiesced in the ruling party’s game by accepting its excuse 
that the report could not be made public because of ‘sen¬ 
sitive issues’, national security and the other usual pleas that' 
were swallowed by the opposition MPs. At that time the 
opposition MPs were not reported to have requested evm 
for a private perusal of the Thakkar commission report in 
the speaker’s chamber. Ibday they are in a mood of pique; 
and are complaining about their being betrayed by the 
leakage of the report to the press. One wonders why the 
opposition MPs, in spite of their ready access to official. 
documents and other sources, had to wait for an exposure 
in a newspaper to realise the explosive implications of an 
inquiry commission’s report, in the suppression of which they;, 
also acquiesced—perhaps unwittingly, to give them the 
benefit of the doubt. 

The hullabaloo in parliament, echoed by the national 
press, over the Indian Express scoop of the Thakkar 
commission’s findings about R K Dhawan should not, 
however, draw public attention merely to the truth about a'- 
somewhat remote past, viz, the commission’s suspicionii 
about Dhawan’s complicity in Indira Gandhi’s assassination.^ 
More importantly, attention should be paid to the task of 
divining, if possible, the misty contours of the presently 
unfolding developments. More precisely, the more intrigu* 
ing question is about the prospective role that Rajiv Gandhi 
must have visualised for Dhawan when he was recalled from ‘ 
the doghouse to be reinstalled at the centre of the real powVr 
structure. The stakes involved must have been quite high. ‘ 
Even if union home minister Buta Singh’s claim that a.; 
subsequent investigative exercise had exonerated Dhawan qf 
the charge of complicity in Indira Gandhi’s assassination plot 
be true and even if allowance is made for the supposedly 
tendentious character of Justice Thakkar’s investigations and : 
observations, Dhawan could, in the face of the very elaborate 
accusations levelled by the commission, at best claim the., 
benefits of the doubt only. While in the long-drawn judicial 
proceedings one of the accused in the Indira Gandlii.. 
assassination case, the late Kehar Singh, was denied any sudi 
benefit and was compelled to mount the gallows, Dhawan 
has got this benefit to remount his perch of power. What’ 
may be the reasons for these discriminatory judgments? 

Some analysts seem to believe that Dhawan has been 
recalled to effect a cementing of Rajiv Gandhi’s liaison with 
the somewhat estranged Indira loyalists, if not through 
persuasion, then at least by ‘other means’ within his reach, 
because of his intimate knowledge about the various 
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'^Straws’, however, seem to indicate i 
different direction of the wind. They all 
; relate, however, to one particular sphere, 
that is, gubernatorial moventents. First, a 
negative one—the humiliating transfer of 
Nurul Hassan, a long time Indira loyalist 
and one of her cabinet colleagues, from 
the Calcutta Kaj Bhawan to the onv 
M Bhubaneswar, right on the eve of 
the budget session of the West Bengal 
assembly. Secondly, that Hassan has been 
succeeded in West Bengal by a former 
policeman with intelligence background 
is not insignificant. Thirdly, the news that 
the Karnataka governor had submitted his 
resignation following his refusal to submit 
to the prime minister’s ’persuasion’ to do 
some blatant politicking in the state on 
behalf of the Congress(l). All this 
prompts one to speculate il the most 
primary cause of Dhawan's recall to the 
Durbar is not his undoubted expertise in 
authoritarian manipulations he had 
gained during the spell of the Emergent^' 
declared by Indira Gandhi. Hence the 
opposition parties would do well to keep 
in mind that vigilance is the price of any 
eventual reprieve. 


TAXATION 

Blurred Dislinrtion 


WHEN the Investment Deposit Account 
was introduced the basic purpose was to 
substitute it for the lnvc.siment Allowance, 
While the former is tied to business 
saving, the latter is linked to investmeni 
regardless of whether ii is financed out of 
own savings or Nnrowed funds. Given our 
system of busine.ss taxation which allows 
interest payments, but not dividends, the 
benern of deduction in calculation of tax¬ 
able prufit.s, there is already an in-built 
premium on borrowing rather than sav¬ 
ing. The Investment Allowance provision 
in the Income Tax .Act further tilted the 
balance in favour of borrowing rather 
than generating own tunds. A <.tndy by a 
Reserve Bank of India economist, publi¬ 
shed in the bank’s (Xxasumal Papers, has 
brought out how the corporate sector’s 
dependence on borrowed funds has in¬ 
creased in recent years 
The business lobby has agitated strenu¬ 
ously against the abolition of the lnve.st- 
ment Allowance and has now succeeded 
in forcing the government to restore the 
allowance. However, the Investment 
Deposit Account piovision has also been 
retained, though it is not clear how much 
finns have been availing, themselves of this 
particular provision in place of the Invest¬ 
ment Allowance. It should also be of in¬ 
terest to know what type of firms opt for 
the Deposit Account in place of the 
Invntment Allowance, although it should 
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to come out that the more access a firm 
has to borrowed funds the less it wiH 
be interested in the Deposit Account. 
Naturally these will be firms which are 
already fairly well established themselves 
or which have connections with well 
established houses. 

But while it may be too soon to get hold 
of concrete information of the above type 
to enable one to arrive at an informed 
judgment, the government is obviously 
unwilling to wait until then to make 
changes in the Deposit Account scheme. 
Of course, the ostensible purpose of the 
changes introduced is clarificatory. The 
budget makes two changes with respect to 
the Investment Deposit Account, one 
which makes the benefit of deduction 
from business oi professional income con¬ 
ditional on the deposit being utilised for 
the purchase of machinery or plant to be 
used iisthc manufacture or production of 
priority items, and the other which seeks 
to clarify that withdrawals from these 
deposits, even after a five-year period, not 
utilised “in accordance with and within 
the time specified in the scheme” shall be 
deemed as profits in the year of with¬ 
drawal and become chargeable to tax. 
Where withdrawals are permissible within 
the five-year period on grounds of closure 
of busine.ss, death, etc. they will become 
taxable in the year of withdrawal. 

il may be conceded that the change 
proposed with respect to withdrawals 
before or after the expiry of the five-year 
period is by way of clarification of “the 
coriect legi.slaiivc intention’’ in the sense 
that the whole objective of the .scheme of 
Investment Deposit Account is to en 
courage generation of genuine savings by 
business firms, .savings which can be 
deployed lor the purpose of investment 
and thereby make the firms more self 
reliant financially. Therefore, it is only ap¬ 
propriate that when withdrawals are 
effected-—doesn't matter in what the 
circumstances—to be dissaved they should 
become chargeable to fax. Where doubt 
arises is when a change is effected in the 
.scheme with a view to making its provi¬ 
sions as close as possible to those of the 
investment Allowance. 

In the memorandum explaining the 
provisions of the Finance Bill. 1989, the 
rationale offered for limiting the benefit 
of deduction to investment in priority 
items is that, since the Investment Deposit 
Account was instituted “as a substitute to 
hive.stment Allowance”, like the latter, the 
former loo should be re-stricied to priority 
investments. Whether or not the Deposit 
Account benefit should be restrict^ to 
priority investment ought to have been 
defended on its own and not on the 
ground that the Deposit Account was con- 



Aiiowance because, as pointed out at the 
very outset, the basic focus of the two 
schemes is altogether different. The 
Investment Allowance focuses on invest¬ 
ment regardless of the source of its 
finance, whereas the Investment Deposit 
Account focuses on the source of finance, 
namely, the firm’s own saving. The danger 
is real that the government itself is losing 
sight of this basic distinction. Or is it that 
the distinction was ncvci really understood 
111 gwwrnmeni—and hence the subsequent 
uncertainty and wavering'.' 


TAMIL NADU 

Victims of 
Mini- Emergency 

NOW that Karunanidhi’s DMK is firmly 
in the .saddle in Ihmii Nadu, victims of 
the regime under president’s rule which 
preceded il are expecting the new regime 
to rediess their grievances. The national 
media outside Tamil Nadu had generally 
blacked out the police repression tha, was 
unleashed in the stale during the ‘mini- 
Emcrgcncy' that marked the one-year 
period of president’s rule. Some of the vic¬ 
tims are still in jail, while others are suf¬ 
fering trom the wounds received during 
the regular torture sessions reserved by the 
{Xilice foi political activists of Opposition 
parties. 

All through the presidential rule, there 
were systematic crackdowns on members 
of various political parties ranging from 
the DK, the DMK and the Ihmil Nadu 
Kamaraj Congress to the Marxlst-Lcnini*' 
groups. Poets and intellectuals who were 
politically committed were not spaied 
Leading among those arrested were preis 
like inkulab and Pothiaverpan. Tamil na¬ 
tionalist organisations, even if they did not 
have any programmes of armed insurrec¬ 
tion, were made special targets. The World 
Ikmil Association led by Penireschitranar, 
a poet, was an object of police persecu¬ 
tion, and his son, Poyilan was arrested 
under NSA, and is still in jail. Fie was 
accused in connection with a bomb blast 
in Kodaikanal TV station and a conspi¬ 
racy to blow u^ a statue of Nehru. 
Viramani, a Ihmil teacher belonging to 
the Revolutionary Writers Association, 
was arrested by the Ikmil Nadu police in 
Bangalore, brought to Itunil Nadu and 
subjected to torture. 

Wholesale round-up of opposition par¬ 
ty leaders and activists was the order of 
the day whenever dignitaries like Ritjiv 
Gandhi visited the .state During the visit 
of the Sri Lankan President Jayewardheoe 
to India in January 1988, activists of 
almost every opposition pany were ar¬ 
rested and detained without any cases 
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LMdmattd members of the Sri Liuikan 
‘Libcmtion Timers’ discoveml to their 
chagrin that they had overnight become 
‘thmts to India's national security’ during 
President’s rule. I'inanccd and trained by 
RAW and other Indian intelligence agen¬ 
cies from the early 1980s, they were treated 
as special guests both by MCR’s state 
government and the centre, and they ran 
their own offices in Madras enjoying full 
independence. Senior union ministers and 
RAW officials used to visit them in their 
offices. But in August 1988, negotiations 
between the Tigers and RAW broke down 
over the question of the future course of 
LTTE following the Indo-Sri Lanka ac¬ 
cord. From then onwards, the Tigers 
found that they were no longer ih^- 
favoured proteges of the centre. Then 
offices were sealed, their leaders arrested 
under NS.^ and tortured before being sent 
back to .laffna. 

The leptession was thus directed against 
friends and foes alike, the sole driving 
force being a police state’s paranoid suspi¬ 
cion of any possible opposition from any 
quartet—the same motivation that mark¬ 
ed the police operations during the 
19^5-77 Lmetgency period. 

The civil liberties groups in Tkmil Nadu 
who are now able to operate in a freer 
atmosphere, are still busy compiling data 
about the atrocities f<crpctraied during 
Ptesident’s rule in the state. Specific 
complaints have been voiced against cer¬ 
tain senior police officials, including 
Sivanandi, the DIG of Madurai. Mean¬ 
while, chief minister Karunanidhi is 
reported to have asl%d his home secretary 
to probe into the functioning of the en 
tire police force in Ibmil Nadu during the 
presidential regime. One hope.s that suf 
ficient public pmssure is built upon the 
DMK administration to make it revamp 
the police force and punish the guilty 
police personnel. 

INTERNATIONAL DEBT 

Changed US Stance? 

THE Baker plan to tackle the problems 
of the heavily indebted third world coun¬ 
tries was long on sermons and short on 
concrete action. As a result, despite all the 
lip service it received from various 
quarters—including, of course, the US 
government in which James Baker then 
presided over the treasury—the plan 
hardly took off. Not only that, no 
substitute plan was allowed to take the 
place of the Baker plan, given the US 
posture that it would not countenance its 
plan being discarded. Not even the 
Japanese could make mudi headway with 
their plan, the Miyazawa plan, which 
foundered on the rock of US indifference 


Soihe'storlil iibtl (o iw4'jt for a chahge of 
the US stance itself. 

And now at last Baker's successor, Nick 
Brady, president Bush’s secretar) of ihc 
treasury, has spoken—possibly because 
Ihc pressure of developments in the US 
backyard of I aiin America had beco le 
scry strong and lurthcr delay could have 
been very expensive lor US interests. 

I here have taken place bloody riots in 
( aidcas, Vene/iiela. following the in 
troduction of Ihc IMF-dictated package 
of austerity measures which the new 
government in that counliy had to 
swallow in reiuiM foi an IMF loan ol $ 4.7 
billion. I'hcie had been trouble already in 
other countries o( laiin America with tai 
largei external debts than Venezuela and 
the US govertunent had been forced to pul 
together a special assistance package to 
iiclpout Mexico Peru too has been facing 
an e.xiremelv explosive situation 

Brady acknow-ledges that economic 
growth in the major debiot nations has 
been l-ir from saiisfactoiy while, at ihe 
same lime, inflation has not beep biought 
under control. The willingness to accept 
economic reform has not, Imwever, at- 
tiacted timely andAvr aJequaie commei- 
ual bank finance with the result that 
capital flight has furihei drained the 
resources of the.se countries. .As Brady 
ptitsii. “total capital flight lot most majot 
debtois is roughly comparable to then 
total debt’’. .So the new US treasury 
secretaiy has called upon commercial 
banks to work with the debtor nations to 
provide a broadet range of alternatives for 
financial support, including greater effvvrts 
to achieve reduction in both debt and debt 
service. 

This is supposed to mark a tlepaiture 
Irom the Bakei plan in that Baker was 
adamantly opposed to debt reduction as 
such. Not that debt reduction has not 
actually taken plav;c in the last few yeais, 
but whatever did lake place in various 
forms, including debt-equity swaps, 
occurred in spile of the Baker plan. Tin. 
important point that even the Brady 
package does not seem to acknowledge is 
that given the .size of the debt and the 
burden of debt-servicing which these 
countries have (o carry—Venezuela’s dcbi 
servicing (interest plus principal 
repayments) carrenily amounts to nearly 
half its export earnings—the magnitude 
of reduction of debt and debt servicing 
will have to be sufficiently large so as to 
bring some tangible relief to the concern 


The protylem with the Baker plan 
oasically was that its numbers bore no 
relation whatsoever to the magnitude of 
the problem it sought to tackle. Given the 
--.xlernal debt of Rs 1.2 trillion, of which 
more than half is accounted for by 161 
countries, involving annual debt servicing 
i)t SP.S billion, packages which envisage 
rebels amouniine to 10 and 20 billion 
dollars canii'-/! serve any purpose other 
than ihai of providing temporary sops. 

AFGHANISIAN 

Testing the Watc^rs 

lOLKIl l N J.ivv v'l tierce fighting in 
Alghanistun aiouiKl the provincial capital 
of lalal.ibad gave way to a temporary lull, 
sine In be .i lempniai y one, just before the 
Algliaii 111 vear \\ hile Ihe government 
.laimeJ in lia-.e beaten back the mujahi¬ 
deen aii.ick. there is no denying the 
damage inflieled on ihe government 
Hoops On the political fiont too, there 
have been many moves and counter- 
moics, bui lii!l-e progress towards a 
solution 

It was in the last week ol f-ebrurary that 
Ihe Shooia was reconvened and, with 
none of the Iran based Shiite groups in- 
aiiendonee. elected a ‘government in exile’ 
with Sibgaiullah Mujaddidi of the Afghan 
National Iron! as president and Abdul 
Rah Rasul Sayvaf as prime minister. The 
‘govcinmcni’ promised to hold elections 
111 Atgliamstan in six months and^sought 
lecogniiion fnim Ihe UN Only one 
islamii coiiiiti y lias lecogniyed it and that, 
not surprisingly, has been Saudi Arabia 
which has been rundiiig the mujahideen, 
mainly Ihc Sayyal group. Pakistan while 
welcoming Ihe loimation of the 'govern¬ 
ment’ has ,aid ili.it It would be premature 
lo ciihei siippoii its application for UN 
membership oi lecognisc it. 

It was soim after Ihe F'cbriirary meeting 
th.it I lie mujahideen begun their current 
wave of assaults on Jalalabad and other 
towns. I hat the attacks cau.sed con¬ 
siderable won y to the Afghan government 
IS evidenced by ns somewhat desperate 
plea to the signatories of the Geneva 
accord lo help lesolve the situation. The 
mujahideen attack was probably an 
attempt to establish some foothold within 
Alghanistan to strengthen the claim of the 
newly formed ‘government’ for recogni¬ 
tion, especially at the Riyadh meeting of 
foreign ministers of the Islamic Con- 


ed countries. _ terence Organisation. It now appears that 

Review of Agfrieulture 

The Review of Agriculture is published quarterly, with the last issues 
of March, June, September and December. I^apcrs intended for considera¬ 
tion for publication in the June issue of the Review should reach us by 
May 15. 
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the JAlalabad battle had been planned by 
all the rebel groups in consultation. It was 
a new experience for these groups and as 
things began to go wrong, factional 
rivalries regained importance and made 
for the stalemate which ensued. Thi.s is 
one analysis put forward by press cor¬ 
respondents in the area. Whatever the 
explanation, despite the rebel claims ol 
having an edge in a number of areas ir 
the country, they have not been able to 
capture a single oiiv. 

There are reports ihat the moderates 
among the rebel groups are more willing 
to accept Naiibullah's invitation to attend 
the peace council which he proposed in 
early March. In fact several proposals Iravc 
been mooted in the different battle areas 
both in Jalalabad and the north For 
example, the .Mghaii government has 
guaranteed security to rebel commanders 
coming into Jalalabad lor medical treat¬ 
ment and in the north the rebel field com- 


BUSINESS_ 

cci 

Case for Financial 
Restructuring 

BRlEFlNti newsmen in Bombay the 
othei day abtnii how the < otton Cortrora- 
tion of India had perlormed in 1987-88 
(Scpiember-Augusli and how it was faring 
this year (seven months to end with March 
1989). the chairman ciim-nianaging diiec- 
tor M B liil slated that “in the absence 
of the prices falling to support level the 
CCI operations arc virtually of only a 
government trader”. Ihis apparently 
innocuous statement has an ominous ring 
about it. Foi implicit in it is the CCI 
chiefs concern about the possible implica¬ 
tions of the coniinuiiig eiosion of the 
viability of the corporation's operations 
and consequent accumulation of losses 
due to factors bevoiul the management's 
control. 

The C’('l chief's apprehensions arc not 
ill-founded. As 'government trader' the 
corporation cannot hope to achieve any 
major breakthrough in turnover which 
could make a sigmlicant contribution to 
its profits and proritabilit> Institutional 
buyers who constitute its mam clientele 
are undci no compulsion to purcha.se all 
theii requirements tiom C'C.'I. During 
1987-88, NTC, .SIC's, co-operative mills 
and KVIcr purchased 5 52 lakh bales from 
CCI and its total sales came to 6.75 lakh 
bales. Ill the current vvai till February end, 
these buyers have puich.ssed .5.20 lakh 
bales and total sales amounted to 3.45 
lakh bales. C C I is obliged to effect all 
commercial put chases strictly against firm 
indents placed bv mills Institutional 
buyers have not been extending their full 
support to the corporation for reasons 
best known to them. It is certainly nol 
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manders are reported to have assured the 
authorities that food convoys would not 
be attacked. 

In other word.s, it is quite likely that 
there is a wide range of opinion prevail¬ 
ing among the mujahideen groups about 
further moves. At the same time, unless 
there is greater clarity about the Afghan 
government’s staying power or its military 
confidence, no political moves will 
materialise. In such circumstances Kabul's 
repeated accusations about Pakistani 
involvement in the fighting may only serve 
a limited purpose if at all. Even if the 
Afghan government were to gain inter¬ 
national sympathy as a result, it is the 
situation on the ground which will 
materially influence the mujahideen's 
future course of action. In any case 
Pakistan, though it continues to be the 
conduit for American supplies to the rebel 
forces, may have more to lose by direct in- 
volvenieni in the Alghan lighting. 


because CCI cannot service them as well 
as the private trade. 

It is indeed ironical that the CCI which 
had been set up in July 1970 to develop 
adequate organisational capabilities to 
play a useful role in the overall manage¬ 
ment of the cotton economy through 
effective market intervention should have 
been teduced to the (xisilion of a ‘govern¬ 
ment trader' engaged mainly in supplying 
cotton to institutional buyers against linn 
indenis. 

As for financial results, during 1987-88 
the corporation earned an operational 
profit of Rs 12.89 crorc arrived at after 
full provision for interest on bank loans 
and on accumulated losses. However, after 
allowing foi interest on government loan.s, 
the corporation incurred a net loss ol 
Rs 3.06 crorc, raising the accumulatcHl loss 
at the end of the year to Rs 122.12 crorc — 
ovei five times the increased paid-up 
capital of Rs 23 crore. On pre.senl reckon¬ 
ing, the net loss in the current yeai could 
well turn out to be higher than 1987-88. 

In order to place the corporation's 
miserable financial plight in proper 
perspective it is necessary to point out that 
by the end of 1984-85 the corporation 
which had N S Kulkarni at the helm of 
affairs since its inception had accumulated 
a loss of Rs 100.21 crorc, nearly six times 
its paid-up capital of Rs 17 crore. All 
through, purchases were effected on com¬ 
mercial basis. A relatively small percen¬ 
tage of the total purchases wa.s in the 
nature of price support operation to stis 
tain the breakthrough in the production 
of long/extra long staple cotton. Only a 
public sector undertaking could indulge 
in such ilnancially ruinous operations and 
still stay in busines.s. The corporation 
would perhaps have been compelled to 
wind up its operations if the government 


had not come fo ib meue a year eai3ier 
with a loan of Rs S4.S0 crore towards 
reimbursement of its losses. The loan was 
subsequently raised to Rs 92.53 crore by 
1985-86. 

It is worth noting that between 1984-85 
and 1987-88, the accumulated losses in¬ 
creased by Rs 21.91 crore whereas the cor¬ 
poration had to provide for interest liabi¬ 
lity of Rs 61,44 crore—Rs 11.47 crorc on 
accumulated interest and Rs 49.97 crorc 
on government loans. The corporation 
also repaid Rs 14.90 crore, reducing the 
outstanding amount of the government 
loan to Rs 77.63 crore. The corporation 
which is paying dearly for the various acts 
of omission and commission prior to 
1985-86 cannot be said to have perform¬ 
ed badly in the last two years or so. 
However, in view of the several constraints 
under which it has to operate, the corpora¬ 
tion can never hope to show a net profit, 
no matter how efficiently it is run. 

Faced with an uncertain and difficult 
future, CCI i.s seriously engaged in 
developing new activities such as produc¬ 
tion and distribution of certified .seed, 
identifying export farms and areas for 
growth and helping cotton growers to in¬ 
crease production and productivity. The 
godowii delivery facility for supply of 
cotton to mills has been .streamlined. 
While it would .seem rather cynical to 
dismiss these schemes as a subtle PR exer¬ 
cise to improve the corpoi at ion’s image 
which has been badly tarnished by the 
huge accumulated losses, it would he 
wishful to think that these schemes can 
yield any significant re.sults and contribute 
to improving CCl's profitability. 

if the government thinks that CCI has 
to play the role envisaged in the textile 
policy announced in June 1985, it will 
need to take sonic bold steps to extricate 
the corporation from the financial debris 
it is deeply buiied under. CCI’s proposal 
that the government should convert Rs 13 
crore ol iis loan into equity and waive the 
interest on the balanced amount for a 
specific peiiod to enable the corporation 
to repay the loan merits careful considera¬ 
tion. If the corporation is allowed to func¬ 
tion as at present, losses will keep piling 
up and it might not be long before it is 
unable to pay even the interest on govern- 
incni loan let alone make repayment of 
the loan. 

So much about the CCI. Now .some 
observations about the hike in support 
prices and export quotas for Bengal De.shi 
and extra long staple cotton. New Delhi 
has announced a further massive hike— 
Rs 50 per quintal—in the support price 
of kapas for the 1989-90 season on top of 
a similar hike effected last year. Never 
before have support prices been raised by 
Rs 100 per quintal in ju.st two years. Nor 
has the announcement about support 
prices ever been made so very early, well 
before the commencement of sowing 
operations. Apparently, the government 
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is wen OB ^peniint infr nurmiiif coiW-' tyres hpc WitaeM^ a spurt enabling the 


ntunity. 

Early announcement of support prices 
is welcome as it will help cotton growers 
to plan their plantation programme. But 
the hefty hike in support prices cannot by 
itself make any significant impact on pro¬ 
duction. Since hardly one-fourth of the 
area under cotton is irrigated, production 
is dependent on the timely supply of 
crucial inputs and the behaviour of the 
monsoon right from the commencement 
of sowing operations till the harvest time. 
Prices have seldom been a .serious con¬ 
straint on production. The ruling prices 
of kapas are 40 to 80 per cent above the 
support prices foi 1988-89, depending on 
the variety. And the spread is much bigger 
in terms of lint—48 to 108 per cent. The 
next crop will have to be really a bumper 
one to cau.se prices to decline to the 
revised support levels. 

The government’s announcement of a 
repeat quota for Bengal Deshi (50,000 
bales) and release of one lakh bales of 
extra long staple for export are welcome. 
This will help earn valuable foreign ex¬ 
change. The prices ruling in the inter¬ 
national marker for Bengal Deshi as well 
as extra long staple cotton are well above 
those in the domestic market. Care will 
need to be taken that prices realised by 
exporters are realistic, leaving little scope 
for manipulation in invoicing. 

Perhaps the only .ooini that needs to be 
made is about the ad hw manner in which 
quotas are being announced. The export 
quota lor extra long staple cotton has been 
released rather too late in the season. Pro¬ 
curement of right quality of cotton for 
export could pose a problem. Is one to 
believe that the government has now come 
round to the view that cotton production 
is larger than estimated by the C'otlon 
Advi.sory Board and that the supply of 
extra long staple cotton is still plentiful. 

TYRES 

Manufacturers’ Cartel 

FOR the last several years there has been 
a feud going on between tyre manufac¬ 
turers on the one hand and the major tyre 
user groups and tyre dealers on the other 
over the issue of tyre prices. Major con¬ 
sumer groups such as the state road 
transport corporations and the All-India 
TVre Dealers’ Federation (AITDF) have 
charged the industry with functioning in 
the manner of a cartel, resorting to fre¬ 
quent price hikes in unison. The tyre 
manufacturers have denied this and 
argued that the price hikes have been 
necessitated by escalating raw material 
and other production costs. 

While raw material prices have gone up, 
tyre users feel ‘that there is hardly any 
justification for fiequent price hikes at a 
time when the demand for all kinds of 


industry to improve its capacity utili.sation 
Significantly. For instance, total produc¬ 
tion of all kinds of tyres increased from 
123 lakh numbers in 1987 to 156 lakh 
numbers in 1988, an increase of 26.8 per 
cent. Segment-wise, production of truck/ 
bus tyres increased from 40 lakh in 1987 
to 48.3 lakh in 1988, car tyres from 16.4 
lakh to 19.4 lakh, IjCV tyres from 5.4 lakh 
to 6.6 lakh, motor cycle tyres from 12.6 
lakh to 21 lakh, scooter tyres from 32.5 
lakh to 37.2 lakh and others from 16.1 
lakh to 23.5 lakh. 

In spite of the big jump in pftiduction 
in 1988, tyre prices have not softened. The 
industry effected a 6 per cent across-the- 
board price hike in October 1988 on lop 
of a 7 per cent increase in July 1987. In 
earlier years the industry had hiked tyre 
prices by 9 per cent in 1984,9 per cent in 
1985 and 5 per cent in 1986. 

The report of the Bureau of Industrial 
Costs and Prices (BICP) on automotive 
tyres, published recently, has observed that 
the price structure and pricing policy in 
the tyre industry were not along “desirable 
or acceptable" lines and recommended 
government intervention in the pricing of 
automotive tyres. In the committee’s 
opinion “the industry’s past performance 
in the face of positive steps by the govern¬ 
ment cannot also be stated to have been 
up to the desirable levels of expectations 
of the economy as a whole”. Market forces 
have not been able to bring benefits to 
user groups and there have been several 
complaints, some of them serious, from 
the u.ser lobbies, particularly the .state 
transport undertakings, the BICP report 
says. 

The BICP report has pointed out that 
even with surplus capacity there appears 
to be little price competition in ihc 
market. While in countries like the US, the 
major user groups are able to overcome 
carteli-sation tendencies, in India even the 
largest users of tyres such as the state 
transport corporations, have been unable 
to influence prices. 

The BICP has, in some desperation 
suggested CKjI. import of tyres of all 
categories with a fixed total customs duty 
of around 80 per cent a.s the only effec¬ 
tive mechanism lo regulate tyre prices. 
This may be done in a phased manner to 
allow time for adjustments by the tyre 
industry and the economy. The BICP has 
also suggested that large users could take 
recourse to new retreading technologies 
with their own facilities to put pressure on 
tyre manufacturers and achieve price 
reduction. The cold retreading process for 
renovation of tyres is well established in 
the country and such retreaded tyres arc 
available at almost half the cost of 
new ones. 
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TWEIVTY YEARS AGO 

EPti', March 22. 1969 

It IS becoming increasingly dear that 
the group in the Kremlin which decided 
to crush Czechoslovakia had grossly 
underestimated the political cost of the 
operation, Apart from the fact that 
l>ubcek himsci) has proved to be a much 
harder nut to crack than they might have 
imagined, the .Soviet action has brought 
about a qualitative change in the politics 
of the communist bloc and added a host 
of new foreign policy problems to the 
already formidable list that Moscow has 
been handling. The Yugoslav Communist 
Party congress .at Belgrade has shown the 
extent ol the feui and anxiety that 
Moscow has created in certain countries 
of Fast l uiope. There are three elements 
in presideni 1 ilo’s speech at the Congress 
which may be regarded as suggestive of a 
marked change ol emphasis in Yugoslav 
foreign policy and all the three are 
obviously anti Soviet in conception. 
Fiist, he has invited president Nixon lo 
visit Belgrade and ibe invitation has been 
accepted. Second, he has stated that 
the continued indepeiidcnee and sover¬ 
eignty ot Albania is vital for Yugoslavia 
and he has also spoken of the urgent 
need to recognise the legitimate status 
and rights of C hina .. Third, Yugoslavia 
has fot the first lime cleatly voiced its 
teeliiig that the elfoits ol the two .super¬ 
powers to draw closer to each other 
creates apprehensions among ".small and 
medium-si/ed powets’’ that thetr vita) 
interests w'oiild be adversely affected. 

* * * 

Is there some room lor hope that 
Calcutta's miss'iy and suffering arc 
receiving attention? Work on the Farakka 
barrage is in hand; when completed in 
the early seventies, the barrage will 
improve navigation in the Hooghly. The 
centre has agreed lo beai the cost of 
alterations in the port and probably also 
of the construction ol a second bridge 
across the Hooghiv. Thcte is, however, as 
yet no move to translate the blueprints 
and studies ot C MPO into reality... 
What C'alsuiia needs simultaneously 
with a massive iniectioii ol infrastruaure 
investment is the setting up of industries 
which would have a large value-added 
component Once Haldia port is com- 
(ileicd ami work on the oil refinery there 
IS taken up seriously (of which there is 
not much evidence as yeO it should be 
po.ssible to plan a tertiliser and petro¬ 
chemical complex around ii which would 
act as a growth radiation centre. Elec¬ 
tronics and instrumentation are other 
new industries which could do well in the 
state. 
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STATISTICS 







Variation (per cent) 



index Numhrr>» of Wholmalr Prices 


latest 

Over 

Over 

Over 





(1970 71 - 100) 

Weight 

Week 

last 

Last 

March 

In 

In 

In 

In 



(4-3-89) 

Month 

Yeai 

26, 1988 87-88’* 

86-87 

85-86 

84-85 

All Commodities 

1000 

441.2 

0.5 

5.9 

5.4 

10.6 

5.3 

5.7 

7.1 

Primary Articles 

417 

412 4 

0.9 

5.3 

48 

13.2 

5.2 

2.0 

4.8 

Food Aiticlcs 

298 

416.8 

0.9 

114 

9. .5 

11.0 

6.6 

6.8 

6.4 

Non-food Articles 

106 

359.2 

-1.3 

-10.7 

8.0 

22.9 

6.4 

-10.2 

-2.3 

Fuel. Power. I.ighi and 1 iibritanls 

85 

697.6 

— 

4.7 

4,5 

6.4 

6 8 

II 9 

2.6 

Manufactured Prodiicls 

499 

421.8 

1.9 

6.8 

6.6 

9.8 

4y 

7.2 

6.0 






Variation (per cent) 


. 

Com of Living index 


Latest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1988 

87-88 

86-87 

85-86 

84-85 

Fbr Industrial Workers 1960 = 100 

813' 

0.6 

8.0 

8.0 

9.1 

8.8 

6.5 

6.4 

For Urban Non-Manual Fmployccs 1984-85 »• 100 

138'® 

1.5 

7.8 

7.0 

9.6 

7.9 

7.9 

8.1 

For Agricultural labourers July 60 to 

741 

0.5 

13.3 

12.6 

9.8 

4,8 

4.8 

0.2 

June 61 = 100 














Variation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Wbek 

Last 

last 

March 

In 

in 

In 

In 


(24-2-I9II9) 

Month 

Year 

25. 1988 1 

J7-88 * * 

86-87 

85-86 

84-85 

Money Supply (M,) 

R$ crore 

1,87,217 

439 

26,237 

24,557 

20,870 

21,627 

14,423 

16,058 




(-0.2) 

(16.3) 

(15.1) 

(7.0) 

(18.3) 

(13.9) 

(18.7) 

Net Bank Credit to Government Sector 

Rs crore 

98,429 

- 582 

14,421 

14,320 

12,652 

12,822 

6,555 

8,445 

Bank Credit to Commercial Sector 

Rs crore 

1,21,232 

1306 

16,606 

15,697 

10,079 

10,576 

10,963 

10.809 

Net Foreign Each Assets of Banking Sector 

Rs crore 

4,657 

-457 

283 

-804 

673 

1,251 

13 

1,419 

Deposits ot Scheduled Commercial Banks 

Rs crore 

1,38,061 

■ 272 

20,936 

20,487 

14,850 

16,723 

13,160 

11,519 




(-0.2) 

(17.9) 

(17.4) 

(14.5) 

(19.6) 

(18.2) 

(19.0) 

Foreign Exchange-Assets** 

Rs crore 

4,982 

609 

-1069 

-2,156 

507 

604 

197 

1,319 

Index Numbeiw of Induatrial 

Weights 

Latest 








PiXKiuction 


Month 

Averages for* 


Variation (per cent) 


(1980-81 - 100) 


(August) 



In 


In 

In 

In 



1988 

1988-89 

1987-88 1986-87 1985-86 1984-85 

1983-84 

General Index 

100.0 

172.7 

173.7 

157.8 8.9 


8.7 

8.6 

6.7 

Basic Industries 

39.4 




9.4 


6.8 

ll.l 

6.0 

Capital Goods Industries 

16.4 




18.2 

10.6 

3.0 

11.7 

Intermediate Goods Industries 

20.5 




4.3 


7.5 

9.7 

9.8 

Consumer Goods Industries 

23.6 




5.3 

125 

7.2 

1.6 

Durable Goods 

2.6 




19.5 

18.7 

21.6 

16.1 

Non-Durable Goods 

21.0 




2.6 

11.5 

5.1 

-0,4 

Note: The index numbers of industrial production by use-based classification are not available beyond March 1987 



Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 










(Dec 88) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Exports 

Rs crore 

1.724 

13.927 

11,249 

15,719 

12.569 

10,895 

11,744 

9,771 






(25.1) 

(15.4) 

(-7.2) 

(20.2) 

(11.0) 

Imports 

Rs crore 

2.792 

20,528 

16.276 

22,343 

20,201 

19,658 

17,134 

15,831 






(10.6) 

(2.8) 

(14.7) 

(8.2) 

(10.8) 

Balance of Trade 

Rs crore 

-1,068 

-6,601 

- 5,027 

-6.624 

7,632 

- 8.763 

-5,390 

- 6,060 

Employment Excliange Statiatica 

Unit 

Latest 

Cumulative IbrJ^ 








(Sep 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on Five Registers 

Thousand 

30,002 

.10,002 

30.790 

30,247 

30,131 

26,270 

24,861 

23,034 

(as at end of period) 





(0.4) 

(M.7) 

(6.0) 

(7.9) 

(16.6) 

Number 6f Registrations 

Thousand 

540 

4.364 

4.567 

5,465 

5,473 

5,824 

6,220 

6,756 




(-0.2) 

(-6.0) 

(-0.2) 

(-6.0) 

(6.4) 

(-8.0) 

(15.3) 

Number of Vacancies Notified 

Thousand 

40 

422 

453 

621 

616 

683 

707 

827 




(0.8) 

(-10.0) 

(0.8) 

(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

Number of Placements 

Thousand 

29 

264 

344 

360 

356 

388 

407 

486 




(1.1) 

(-8.2) 

(1.1) 

( -8.2) 

( -4.7) 

(-16.3) 

(2.5) 

Income 

Unit 

1986-87** 

1985-86'* 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80* 

Gloss Domestic Product (current prices) 

Rs crore 

2,60,584 

2,33.305 

1,90,888 

1,72,704 

1,45,961 

1,30,770 

1J22.226 

95,358 

Gross Domestic Product (1980-81 prices) 

Rs crore 

1,62,326 

1,56,083 

61,838 

.59,54! 

55,068 

53,470 

1,22,226 

47.191 

Per Capita Income (1980-81 prices) 

Rupees 

2.975 

2,721 

1,791 

1,781 

1,687 

1,686 

1,627 

664 

* Fbr current year upto latest month for which data are available and for corresponding period of last year. 



** Excluding gold and SDRs. 4 Upto latest month for which data are available. 






4 4 Provisional data. ® At 1970-71 prices. 









- 

(1) Superscript numeral denotes month to which^uie relates, e g, supencruM 

indicates that the figure is for January and so on. 

(2) Figures In brackets denote percentage variation over previous period. 













ACC 

Discarding Dcadwood 

ASSOC IATED Cf VIENT COMPANIES 
(ArC) is cutting the deadwood and gi\- 
ing a major thrust to the implementation 
ol optiiiiisaiion schenics at \arious plants 
to improve profitability. It has already 
disposed of three ol its loss-making 
plants, vi/. C atalysts and Adsorbents 
((. ATAD) manufatturing plant at I hane 
and emeni plants at Dwarka and Scvalia. 
rite company has also discontinued 
operation of special products plant at 
Porbandar on account of rcciu i ing losses. 
All pctinancnl workmen employed ai that 
plant liavc opted to ret he under the Volun¬ 
tary Retirement Scheme. Efiorts are in 
hand for disposal of the assets at the 
plant v\'ith the disposal oi these plants, 
I he iximpany will be relieved of the con¬ 
siderable financial burden hitherto impos¬ 
ed oil it bv the heavy losses suffered by 
these plants yeai altei year 
The modernisation of .Madiil karai ee- 
meiit plant insislving an increase ui capaci- 
(s front T77 ijjivh lonncs to 5.20 lakh ton¬ 
nes IS in an advanced stage of completion. 
Dining the yeai. progress has been made 
on the Shahabad modernisation piojcci. 


However, due to escalation in costs, a 
fresh review is in hand. Optimisation 
schemes at Chanda. Gagal and .lamul ce¬ 
ment plants to achie've increase in produc¬ 
tion and savings in energy corisiimpfiori 
arc under implementation. ,A consortium 
of financial insiiuilions and fiaiiks has 
sanciioned a loan of Rs 121.80 crore 
tvssvards conversion of the Shahabad plant 
Irom wci to dry process, optimisation 
.schemes at Chanda, Jamul and (iagal 
plants and various rehabilitatioii/replacc- 
ment schemes at the company’s cemeiit 
plants. 

The eomjsany coiifimies to liilfil, to the 
satisfaction of its clients, the contracts for 
the inanagemcn:, operation and mainie- 
ance ol the 1.2 million tonnes per aiiiiiiin 
cement plant at Yanbu, Saudi Ainbia, aiui 
the 2 million tonnes per annum cement 
plant at Kubaisa in Iraq, rtic cniiraci at 
Kabai.sii has been eviended for a further 
pcMod of two vears from Eebruary 1988 
and the company has .secured a thud con 
tract foi m.inagemcMi opeiaiKni .nul 
maintenance ol a 1 imllion tonnes pii 
aniuim lemcnl plam al ,-\l Oaim, li.iq 
fl'c Loinpain is also coii.sidering va^Io^l^ 
pioposals to diveisify its activities into ilic 
bu.siness ol seeds and plants ol all kinds, 


"I'lie Week's Companies 


f/is ImUi) 


\CC Oniurv f nka ('alu o Mills 

Laicsi Yeai l.asi Year latest Ycai las* Year l.aies( Vea* Last Yea* 
ill 7-8S 31.7-87 31-17 88 T, 12 87 30-h-8K 30 6 87 


Paid-up Capital 

Reserves 

Borrowings 

' 1 / H'Aic/r Term Borrowings 
Gross, fixed assets 
Net fixed assets 
Investments 
Current liabilities 
Current assets 

Stocks 

Book debts 
Net sales 
Other income 
Raw material cosis 
Wages 
Imeresi 

Gross prolil (-i )/'loss ( ■ ) 
Depreciation provision 
Tax Provision 
Net profit 1 r )/lo.ss( - ) 
Investment allowance reserve 
Ihinsfer to reserves 
Dividend 

Amount P 

t 

Rate {per cent) P 

h 

Cover (times) 

Ratios (per cent) 

Gross profit/sales 
Net profit/capital employed 
Inventories/sales 
Wages/sales_ 


3595 

4085 

1711 

10521 

10660 

III66 

2S4K4 

23445 

8702 

17133 

15458 

6482 

51934 

52256 

19638 

33568 

3.3664 

15396 

1063 

1063 

499 

18584 

18146 

6326 

26344 

22448 

1192.3 

'.1483 

10900 

5055 

7262 

4021 

.3211 

60174 

56246 

2(X)37 

2148 

1487 

669 

18218 

16952 

8511 

8791 

7895 

577 

3488 

3472 

813 

3154 

3384 

6723 

3368 

3334 

1609 

— 

16 

1590 

-214 

34 

3524 

.1 

— 

23 

— 

— 

2798 

4.34 

403 

4 

697 

— 


15&I4 

10 

10 

42 

— 

0.08 

5.05 

5.24 

6.01 

33.55 

— 

0.23 

31.38 

19.08 

19.38 

25.25 

14.61 

14.31 

2.88 


1197 

1386 

I.3K6 

8812 

1913 

2060 

7824 

12782 

9723 

5025 

4004 

3.310 

19)83 

6942 

6719 

13157 

4869 

4913 

— 

46 

46 

4167 

.3945 

3202 

8723 

7744 

7 335 

4201 

2455 

2053 

2S19 

.3409 

3-1.30 

1.12‘’5 

3164 

5384 

379 

186 

160 

6561 

1468 

2246 

473 

1330 

1364 

856 

1757 

1399 

3005 

3125 

- 1.587 

i482 

147 

154 

273 

1250 

- 327? 

1741 

940 


-- 

2 



450 

— 


15 

38 

— 


2.80 

... 

- 

22,63 

_ 


15.28 

31.65 

77.59 

38 13 

3.56 

42.07 

25.,33 


COMPANIES 

such as foodgrains, oilseeds, pulses, vege¬ 
tables, flowers, fruits and the like for 
which there is good demand 
Dining 1987 88, AC'C produced 78.44 
lakh tonnes ol grev cement against 79.01 
lakh tonnes in the pievious vear and sold 
77 S4 lakh loniies against 78.93 lakh ton¬ 
nes Silc 111 w hue cement was 27,277 ton¬ 
nes (24,214 tonnes) and ol refractory pro- 
liucis 51,558 tonnes (50,553 tonnes). The 
comp.inv eained .i gross piofu of Rs 31.54 
ciore acaiiisi K' ,53 84 crorc pieviously, 
alter tuov idirip Rs 8 99 iioie lo: loss (3n 
s;ile ol lived and olhet .issels and pay¬ 
ments foi empli'sees including .e.aiuily. 
Allei depteciaium. iliere is a ne( loss of 
Rs 2.14 viore against a net luofii ol Rs 34 
lal li riie dirccls'is ha.c maintaineil disi- 
deiul at 10 per cent During Itii yeai, the 
company issued to the shareiioldcis by 
wav ol tight s’ 20,42,33" 12.5 per cent 
seemed coiiveilihle deP-T.'.ires ol Rs 125 
caeli aggiegaiing to R,-. 2'* 53 eiorc Out 
1 '! suhvTipiions 1)1 R. 4t 18 eroie receiv¬ 
ed. i;ii hoaul ii'ieLieii benaini a|)plica- 
!i‘>i!' ic.gieL’.itiiif io Rs 24 50 ^.uue and 
iii.ui-. aihnniciii lo .ill the vaiiil apphc.inis 
Id' i4'M.'' ! .ki’e!iiiii’'s aj’i’.iegating lo 
Ks ,(.s 08 cioie in .uM.i'oii, l.5,'’7odeben- 
lilies o' llie .igi’tei'.rn- 'aliiv ol Rs 2(' lakh 
weie alloiiesi in 'tie eiiipl<ivees ol ihc com¬ 
pany I he bii,jti1 unamniously decided not 
lu allul the I'li subseiibed debentures and 
10 neat liie is*tie .is .iosed with allotment 
ol d.’beniuo-s aggregating to Rs- 18,88 
cioic Apprehending the leiection by the 
boaiil of heiiami apphcaiion.s, Kachaldara 
Iraciing. which was neithei a shareholder 
noi an applisani tui debentures at the 
lime of lilt issue, olcvl a ea.se in the 
Hivnibas high coiirl !.<i 'he allotment of 
debeiilures loi an amolwil of Rsr? crore, 
which case is still pendnig The company 
has been advised ih;u ihcic is not merit 
whaievei in ihe case Med against it. 
B K, Haneiiee U 'lg.nid liom ilic board and, 
S < i.'ingulv w.is iiutiic'.ed in Ins place and 
appoinied as the managing director. 
S S Mv'oig.i'uikai 'esigiicd on health 
ground' \\ db .i viea lo sireiigihcning the 
boaid. i) .S and S A .8o*)n;iwala were 
appouileJ a* dirtclots 


(ENiDkv e;nka 

Good ^arn 

C E'N 1UKY LNK.A has iaied .so well dur¬ 
ing 1988 lhat the Uireciors have stepped 
up total dividend bv 4 points to 42 per 
cent <*ii the capital ei.larged by i.ssue of 
bonus shaies on a two-lor five basis. The 
company’s gross profit has expanded to 
Rs 67.23 crore from previous year’s 
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' lU 30.05 crore following sales of ks 200 
. Otore against Rs 133 crore, reflecting im- 
,pressive increases in profit margins. Net 
profit is Rs 35.24 crore (Rs 12.50 crore; 
■, .'and the enhanced distribution is coscred 
; 5.05 time.s by earnings as against 2.80 
times prcviouslv, Tlie coinpaiiy has bene¬ 
fited from stib.suintiiil rt-licl ol excise duty 
on nylon and pDivcstc! !i lament vains 
given iti the central budiiei (or 1988-89, 
although it hail to conteiiLi Vviih stiarp in- 
crea.se in input costs espccialK ol all the 
major raw materials like capiolactum, 
DMT and 

The price of indigenous DM I has been 
increa.scd by aboui Ks 6 pet kg and that 
of imported material b> about Rs 9 per 
kg. Such unabated incieases would have 
adverse elfeci on ttie company’s pro¬ 
fitability, I he company is taking steps tor 
the implement anon ol schemes (oi expan¬ 
sion ol iHodiiciion saiiacity ot polyester 
yarn at .M,ihad in Kaigad district and 
nylon tyrecoid plant ai the existing .site at 
Pune. As oil take ol engineering plastics 
i.s expected to iitipiovc luitliei. an expan¬ 
sion .scheme is benig loimulaied and ap¬ 
plications to I he gi'vernment will be made 
in the iieai liiluic T he management is ac¬ 
tively pursuing expansion silieine loi in¬ 
creasing ihc capacity to 12,000 tonnes per 


annum. Market studied hm« indkated 
that there is a growing demand for poly¬ 
ester industrial yarns in which the col¬ 
laborator firm has a strong international 
position. It is, therefore, proposed to set 
up capacity for production of these yarns. 

CAl.lC O Mil l S 

Low Funds 

AHMEDABAD MANUFACTURING 
AND CALICO PRINTING COMPANY, 
popularly known as Calico Mills, has 
gone deepei into ihe red with a fresh net 
loss of Rs 32.72 crore for 1987-88 as 
against Rs 17.41 crore in the previous year 
following drop in turnover from Rs 53.84 
crore to Rs 31.64 crore. The accumulated 
deficil has mouiiied up to R.s 73.86 crore. 
Apart from the ills of the textile industry, 
the 108-yt'ai old company had to face 
acute paucity of kinds. With a new 
management in ihe saddle and with 
leccipt of additional working capital 
lunds loi ‘holding on operations', 
inanufactuiing activity started slowly 
picking up to the exieiit of 80 per ceni of 
the installed capacity But mmkeiing con¬ 
ditions continued to be very distressing. 
The mill had to oft load goods at a dis¬ 


counted price.l^ ItiKuttf piojMid 
per ATlRA’s recommendation on techno- 
economic viability coupled with IIM*s 
recommendations on marketing strategies, 
to make the unit viable it is proposed 
(a) to rationalise the labour and staff tc 
the maximum extent btinging the stan¬ 
dard to flic industry norms, (b) to 
tiidnufai,ture \aiictjes vshkh will have a 
good aintrihu'ioii. and (c) to renovate the 
existing worn out machinery .so as to keep 
the plant tunning for a couple of years 
more till a majoi/masier mudeinisation 
plan is chalked out and implemented. 

1 he capacity utilisation m the polyestei 
fibre division was very much hampered 
during the kist half of the year due to 
absence of liquidity and adequate work¬ 
ing capital. T he situation improved only 
fiom January 1988 when kinds weic avai¬ 
lable lor purchase of law niuicriais and 
engineering spares. In Older to improve 
profitabilitv of the division, the manage¬ 
ment has revised the strategy so as to con- 
centrale on spectalily products. The plant 
had to be .shut down pciiodically and lay¬ 
off to workers had lo be elfceted Due to 
shortage of funds, the company could not 
make payments ot inleresi on bonds, 
debcntuies and fixed deposits as also in¬ 
stalment repayments of bonds and deposits. 
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"tile ioidiiii <m^^rii(iori* funds made 
availabte by bankers and institutions ag¬ 
gregating Rs 1,354 lakh have been fully 
utilised and the production capacity in 
textile has been enhanced to 21 lakh 
metres of cloth per month. The relief 
undertaking status granted by the govern 
ment of Gujarat has been extended by one 
more year till December 8,1989. The com¬ 
pany had made a reference to the Board 
for Industrial and f inancial Reconstruc¬ 
tion, hearing for which was held on 
September 16,1988. BIFR has appointed 
ICICI as the operating agency for work¬ 
ing out a comprehensive rehabilitation 
package for the company. The directors 
say that debt burden of the company has 
grown disproportionate to the capital 
structure, nece.s$itating a majoi restiuctur- 
ing, which would call for sacrifice.s by all 
concerned. Calico would establish viabili¬ 
ty only with drastic sacrifices. In this con¬ 
text, the management is endeavouring to 
liquidate some of its assets. The sub 
.sidiaries, Ahmedabad Jubilee Mills and 
Kalol Mills, had to stop the manufaciur- 
ing activities due to the financial crisis and 
both the units are not in operation toi 
more than a year now The chemicals and 
plastics division of llac at Bombay has 
also not been in operation since I9K‘> due 
to lock-out. Ahmedabad Jubilee Mills is 
under liquidation due to the court's ordei 
in pursuance of the case filed bv T l.A lor 
which a provisional liquidator has also 
been appointed. The directions of the 
BIFR in regard to Kalol Mills and llac are 
awaited. 

APDPL 

New Project 

KEEPING in view the growing needs of 
pharmaceutical formulations for its 
government hospitals, and to ensure quali¬ 
ty product supplies at an economical rate 
the government of Andhra Pradesh in¬ 
itially directed AP Industrial Development 
Corporation (APIDO to promote a phar¬ 
maceutical unit which in turn proposed 
to promote this unit as a joint venture in 
1980 with Hindustan Anti Biotics, which 
is a government undertaking. This did not 
materialise. Subsequently AP Industrial 
Development Corporation invited in¬ 
terested entrepreneurs and technocrats to 
become co-promoters. Under the chair¬ 
manship of M R Pai the corporation, out 
of the 85 applicants selected Natco Fine 
Pharmaceuticals, represented by V C Nan- 
napaneni, a recognised technocrat entre¬ 
preneur as the co-promoter for establish¬ 
ment of this proposed project on 26:25 
equity participation. The Andhra Pradesh 
Drugs aiul Pharmaceuticals (APDPL) 
wu incorporated on February 18, 1986. 


I^ ’foundaffdn viiias iaid by die chief 
minister on July 20, 1986 at Vijayapuri 
North in Nalgomda district, a centrally 
declared backward district. The project, 
which is one of the best in India, is now 
ready for commercial production. 

APDPL has obtained manufacturing 
licence on Natco on a loan licensee basis 
from director of Drug Control Administ¬ 
ration in 1986 for select formulations. 
Natco has to its credit many awards and 
its managing director has also received the 
best scientist award in 1986. It has the 
unique distinction of receiving ‘WHO’ 
certificate of good manufacturing prac¬ 
tice and US Food and Drug Administra¬ 
tion had recently assigned a drug master 
file number DMF 7825 to it. Tbday Natco 
is ranked 115 out of more than 70(K) com¬ 
panies in India by Operation Research 
Gnjup of Ahmedabad. So far APDPL has 
supplied medicines worth Rs 1,85,26,400.93 
in the last three years. As per the agree¬ 
ment the state government will be pur¬ 
chasing minimum 60 per cent of total 
production. 

DCL FINANCE 

Good Show 

DCL Finance have proposed a final divi¬ 
dend of 13 per cent absorbing around 
Rs 29.37 lakh. An interim dividend of 14 
per cent had earlier been declared. With 
this the total dividend aggregates to 27 per 
cent for an 18-month period ending 
December 31, 1988. DC'L Finance has kept 
up its stt-ady rate of growth. Income in¬ 
creased by 203 pet cent (annualLscd 135 
per cent) to Rs 333.53 lakh from Rs 163.99 
lakh. Gross profits have increased to 
Rs 160.84 lakh from Rs 92.92 lakh. Net 
profit for the year was Rs 102.89 lakh 
(Rs 56.97 lakh). .The total dividend ab¬ 
sorbs Rs 60.99 lakh, provision for tax 
being Rs 17.00 lakh, leaving retained pro¬ 
fits for the year Rs 24.90 lakh (Rs 7.91 
lakh). During the year, branch offices at 
Bombay and Kakinada were opened. The 
company enjoyed a greater investor con¬ 
fidence atid patronage which resulted in 
the three-fold growth of fixed deposits to 
Rs 196 lakh. 

Keeping in view the excellent track 
record of the company, a consortium of 
bankers sanctioned nearly Rs 600 lakh 
cash credit limits and Industrial Finance 
Corporation of India sanctioned a term 
loan of Rs 70 lakh. DCL Finance is ac¬ 
tively involved as a co-promoter (along- 
with its associate company Deccan 
Cements Ltd, and SICOM) of DCL 
polyesters, a Rs 135-crore project, to 
manufactuie 15,000 tpa of polyester fila¬ 
ment yarn located in Maharashtra. In¬ 
cidentally, this is the first project in the 


private sector in India, where the Asian 
Development Bank is directly participating 
in the equity issue. 

SANDVIK ASIA 

New Distributors 

SANDVIK ASIA has announced the ap¬ 
pointment of Krishna Rock Drills as iU 
distributor for rock drilling tools for the 
states of Andhra Pradesh, Karnataka, 
Kerala and Tamil Nadu. Sandvik Asia Is 
India’s largest manufacturer of cemented 
carbide tools for metal cutting, rock 
drilling and mining and wear parts. It has 
commenced its direct marketing activities 
after terminating its agreement with Allas 
Copco as its sole selling agents effective 
February 1. 1989. 

Krishna Rock Drills is already engaged 
in the manufacture of rock drilling rigs 
and accessories and has offices and 
technical support staff kreated in major 
cities of south India. Besides, the com¬ 
pany has entered into technical collabora¬ 
tion with Rudolf Hausherr and Sohne 
GmBH and Co, KCi, West Germany for 
the manufacture of drilling equipment 
and is on the threshold of a major export 
thrust. Both the companies lay a heavy 
stress on R and D and have research 
centres recognised by the department of 
science and technology, government of 
India. Sandvik coromant integral steels, 
extension equipment and down-the-hole 
bits have already been in use in India for 
over 30 years. Sandvik Asia's turnover in 
1988 was appioximatcly Rs 4«) million 
while the Krishna Rock Drills group 
expects a turnover of Rs 80 million in 
1988-89. 

GREAT EASTERN SHIPPING 

Fair Sailing 

GREAT EASTERN SHIPPING COM- 
PANY has shown encouraging working 
results foi the six months ended December 
31 la.sl with a gross profit of Rs 20.75 crore 
against Rs 15.66 crore in the same period 
of 1987 following operating earnings of 
Rs 66.99 eiorc against Rs 50.39 Ciore and 
other income of Rs 1.64 crore against 
Rs 1.80 crore. After depreciation of 
Rs 10.^) crore (Rs 8.73 crore), loss on sale 
of ship nil (Rs 74 lakh) and taxation of 
Rs 1.55 crore (Rs 93 lakh), there is a 
net prolTi of Rs 8.30 crore compared to 
Rs 5.27 crorc previously. These figures 
also compare favourably with those of the 
previous vvholc ycai ended June 30, 1988 
when the company earned a gioss profit 
of Rs 39.40 crore on operating earnings 
of Rs 112.55 crorc. Aliei necessary piovi- 
sions, net profit was Rs 16.43 crore. 
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sCiVli LIBERtlES 


Customs as Censors 

A G Noorani 


The Customs Act does not confer the power to mutilate books, 
only to ban their import—unconstitutional as that is. 


THE; perils of letting the customs 
authorities act as censors are brought 
home forcelullv m the recent case of the 
fourth volume of the 0\hrd Iltusiraied 
Encyclopaedia. World Hiuoryjrom 1800 
10 the Present Day Iwo entries in the 
volume were blacked out by the customs 
authorities; one relating to the split in the 
Congress in 1%V and the other to the 
imposition ol the emergency in 1975 (The 
Hindu, January 13. 1989). 

Five hundred copies of the book were 
imported into India. The customs authoii- 
ties at Calcutta blacked out fads of both 
entries in eacli volume illegally, improper¬ 
ly and clumsily- the censorial pen docs 
not altogether obliterate the lines. They 
can still be read by the hundreds who have 
an access to the volume, as The Hindu 
reported: 

Thus llie blacked out portion on page t3tt 
relating lo ilie spin in the ("ongress Party, 
reads. “Mlcr sphiiing the Congress Party and 
e.\peiiinenling «illi aulocrauc iiilc..’’ she 
.sutfered elecioial dcleal (the last lour words 
outside ihc uuote have been retained). The 
second ‘oltendmg’pasvigc is on page 161, and 
follows ihe statement that Mrs (iaiidhi’s 
■popul.'iriiy siood high' following ihe 1971 
war with Pakistan Ihe deleted sentence 
reads: “bui it (hei popiil.iiiiv) waned during 
the 7(ls. When threatened with the loss of hei 
position thioiigh a i.onit case lor illega 
electoral actiulw’s. she declaicd a 'late of 
emergency (luis 77) and goveined India 
dictaiorially. assisted b\ lavotiriles such as 
her youngci son. Saiiiav!' 
fcven the elementary principles of 
natural justice were not observed. The 
Oxford University E’ress, the importers 
and distributors of the volume were not 
consulted or informed nor asked to show 
cause before the entries were thus blacked 
out. Officials at the firm’s headquarters 
in New Delhi quoted their Calcutta office 
as saying that it was sinqily handed over 
the copies with mutilated entries, lo quote 
again from the above report; 

Under .'section It ol the C ustoms Act, 1962, 
the government has virtually sweeping 
powers 10 pnihibii the “iinpori or export of 
goods ol anv specified description". The 
grounds on which this section can be imoked 
include “the inaintenancx of the security of 
India, the mainieiiuiK'c ot the public ordei 
and suindards of decency or morality; 
prevention of dissemination of documents 
coiiiainmg any mailer which is likely to 
prciudKialls afi eel 1 ncndl y teUii ions with any 


foreign state or i.s derogatory to national 
prestige, and any other purpose conducive 
to the interests of the general public". 

But this does not confer the power to 
mutilate book.s; only the power to ban 
iheir import—unconstitutional a.s that is. 
For there are no safeguards by way of 
provision to show cause and for appeal— 
to make this a ‘rea.sonable restriction’ on 
the fundamental right to freedom of 
speech and expression (Article 19 (1) (a) 
and (2) ot Ihe constitution). Also the 
grounds for the action in section II far 
exceed the permissible grounds for rc.stric- 
lion set out in Article 19 (2). Section 11 
was to be struck down as unconsiilu- 
tional. It lends its^f lo abuse. 

Instances of abuse are many. They 
reveal both arbitrariness and in¬ 
competence. For instance, the first 1,0(X) 
copies of Mark Tlilly’s book on .Amritsar: 
Mrs Gandhi’s Last Battle were allowed in. 
The second lot of 500 was stopped. It was 
released after protest but not before 


damage was incurred. This is also un- 
con.stitutional—a citizen being forced to 
pay for the wrongs of the authorities.' 

Carl Ciaileo’s biography of Keats was 
held up because its title Magic Thee gave 
the illiterate the impression that it was a 
book on botany being imported as a 
literary work on false pretences. It is as 
absurd as giving Ihe police power to 
censor plays. A Penguin on sociology 
Women, Sex and Pornography was held 
up on the grounds of ‘obscenity’. 

Mutilation of the Encyclopaedia has 
been criticised among others by the 
famous writer, R K Narayan. But there has 
been surprisingly little comment in the 
press or by the civil libertarians. 

The Hindu correspondent makes a 
telling comment about the publishers 
themselves. They “seem singularly reluc¬ 
tant to highlight such casc.s, tearing that 
It would affect their reputation or com¬ 
plicate their dealings with ojficialdom" 
(italics mine). What an exquisite word 
‘complicate’. It is this Icar of ‘com¬ 
plicating’ matters for themselves which led 
film producers to appioach New Delhi 
through ‘power brokers' in the film world 
or elsewhere rather than assert their rights 
in courts. W'hat is the practical worth of 
fundamental rights for such'.’’ 
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CAPITALSCOPE 


Trapped in the Sinking Titan 

Bhabani St>n (7U[>ta 


The defeat of Rajiv Gandhi at the hands of the entrenched power 
structure in Bihar will now have a series of repercussions all over 
the Congress(l) domain. 


AS a political party, the Congress(l) is Mill 
a Titan. But a Titan that is tired and ex¬ 
hausted, drained of its democratic sap, 
sinking to the depths of hi.story. Also sink¬ 
ing with it is Rajiv Gandhi. He could have 
remade the Titan into a democratic par¬ 
ty. He did not, or could not. By trying to 
run it with an authoritarianism he can on- 
only pretend to but cannot deliver, he has 
pushed the Titan to the end of its time. 

The Congress(I) cannot survive in its 
present questionable shape beyond 1990. 
If it loses the next election, it will im¬ 
mediately blow up into several parts. Even 
if it wins, it will win only by a thin margin. 
That will further deepen the crisis in.the 
party. Even as an imperial prime minister, 
Rajiv Gandhi has failed to make a politi¬ 
cal mark on the Indian mind. Or to stamp 
his leadership on the titanic party that 
may survive the erosion of time. As a 
weak prime minister after the next poll, 
challenged at every step by a strong op¬ 
position, he will cut a sorry figure indeed, 
unless he changes his political style and 
convictions overnight. That kind of mira¬ 
cle is unlikely to happen. 

For what happened in Bihar in 
February and March, Newstrack, the 
video-cassette newsreport issued monthly 
by India Today, is a far ^tter guide than 
any newspaper or even a bunch of news¬ 
papers. Our politicians have to be seen in 
word and action for us to understand the 
kind of political and human animals they 
have bera reduced to. 

But these political creatures did make 
a bit of history. They defied the party 
supremo and forced him to bend to their 
demand that the supremo’s latest mini¬ 
viceroy for Bihar, Bhagwat Jha Azad, be 
unceremoniously dismissed. No rebellion 
of Congressmen like this had succeeded 
before, neither against Indira Gandhi nor 
against Rajiv Gandhi who has faithfully 
followed his mother’s style of command- 
and-control matuigement of the party 
with diminishing success. 

The Bihar MLAs forced an adjourn¬ 
ment of the legislative assembly; they had 
the dismissed speaker on their side. Also 
the governor who had lerigned protesting 


the imperial bchaviout of the mini¬ 
viceroy. Bhagwat .Iha Azad, might have 
been a good man; he certainly tried to 
bust the Dhanbad mafia and the co- 
operativc.s mafia in Bihar and he also 
made hi.story in small print by distributing 
several thousand acres of surplus land to 
poor peasants. But the mass media focus 
during his one-year tenure of office was 
not on these good acts, but on his grow¬ 
ing rift with the power-brokers of the par¬ 
ty. They were up in arms against him for 
he had had the temerity to treat them as 
corrupt and politically diseased. One of 
them did not forget to teli Newstrack that 
Azad himself was no paragon of virtue. 
There are charges that he has skim¬ 
med away a lot of money from the enor¬ 
mously profitable business of the 
politics-ofipower. 

Rajiv Gandhi, who once promised that 
organisational elections in the Congrcss(I) 
would be completed in 1986, has systema¬ 
tically denied party legislators the 
democratic right to elect their own leaders 
by secret ballot or even by open voting. 
Each lime, the chief minister has been 
chosen by him either on his own counsel 
or in consultation with his coterie, and the 
state legislators have been manipulated to 
‘elect’ the person by ‘consensus’. 

The same undemocratic process was 
used this lime too; the only difference was 
that Jagannath Mishra, whom Rajiv 
Gandhi himself dislodged from chief 
ministership in 1984 during his mother’s 
reign, was admitted to the secret 
mechanism of manipulation. Mishra was 
not given the chief ministership himself, 
but had to remain satisfied with the 
presidentship of the party in Bihar, with 
an understanding that he would have the 
largest say in the nomination of can¬ 
didates for the coming parliamentary and 
state assembly elections. Meanwhile, the 
dubious crown of chief ministership was 
fastened on the aging head of Satya 
Narayan Sinha whose grip of state politics 
is as ephemeral as was Azad’s and who 
has lived away from Bihar for most part 
of a quarter century! The idea is that 
Mishra and Sinha will work together to 


envigorate the leaky argosy of the Con- 
grcss(l) and make it seaworthy in the next' 
few months so that it can sail through the 
storm-tossed ocean ol the next elections. 

There arc loo many worms in the apple, 
alas, Rajiv Gandhi cxpect% the Rajput* 
Brahmin combination of the two Bihar 
leaders to build for him a caste coalition 
strong enough to stand the blasts of the 
poll storm. But the Rajputs of Bihar are 
believed to have already cast their lot with 
Vishwanath Praiap Singh and it may be 
necessary to find much stronger oaks than 
the septuagenarian Sinha to wean th%m 
away from the .lanaia Dal leader. 

Meanwhile, if newspaper reports are 
correct, the pt ime minister’s latest stab at 
state cabinet making has alienated the 
Muslims. The displaced Congress! 1) chief, 
Tariq Anwar, refused to join the cabinet. ^ 
He and Abdul Ghafoor, a former Chief 
minister have joined hands to mobilise the 
Muslims against the Sinha-Mishra com¬ 
bination. Muslims constitute u significant 
proportion of Bihar’s population. 
Ghafoor, whom Rajiv Gandhi not long 
ago dismissed from his ow-n cabinet in a 
cavaliei manner, told .Sheila Dixit, the 
minister now attached to the prime 
minister, that the best way to handle the 
Bihar crisis would be to allow the MLAs 
to elect their Icadci without intervention 
from the ‘high command’. "A democratic 
election would mean a meeting of the 
legislature party called to elect a leader, 
not a meeting to announce the name of 
the leader”, Ghafoor told The Hindu cot- 
respondent in Patna on March 12. 

This correspondent reported that the 
‘‘appointment of the Sinha-Mishra team . 
to lead Bihar to the general election haa 
already been labelled a Brahmin-Rajput 
axis, and the exclusion of a Muslim leader 
will send strongly negative signals to 
Muslims and the minorities which arc im¬ 
portant vote-banks of the party in Bihar”. 
Furthermore, ‘‘the reshuffle of the power 
struaure in the state has served to alienate 
not only the original dissidents in the par¬ 
ty, but has even resulted in placing the 
hitherto assiduously loyalist party 
members in a peculiar situation of b<»ng 
at odds with the new political situation” 

The Times of India, the newspaper that 
happens to be the most kindly disposed 
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toid ilii i|tM 
“new disturbances*' within the Bihar 
|^|l^hgress(l). following S N Sinha’s ap- 
sfpointment as chief minisier, are “unlike- 

i, ^Iy to deselop into a crisis". The current 

j. ;i^$atisfaciioii is expected to peter out. 
'..'•But the same report which gives this 
j;'l^ssuriiig iiussise also said .^nw■aI felt 
s 'ithat the C'ongrcssti) prospects in the elec- 


' India BhtimMhwar Satilw.'^^ mi'"'' 


Society) held in Allahabad recently was 
more than a show of the powerful 
Bhumihars of UP and Bihar. The plat¬ 
form was shared by both Congress and 
opposition leaders like L P Shahi, union 
minister for culture, S .N Mishra, who was 
external affairs minister in the short-lived 
Charan Singh cabinet in 1979, and the 


ed as the “co-operative mafia" has beeq 
able to smile in relief after Sinha's choice 
as chief minister. The coal mafia is 
predominantly Rajput. The leader of this 
caste, Suryadeo Singh, recently signed an 
affidavit declaring his loyalty to Jagan- 
nath Mishra. All i.s well with the landlord- 
mafia-Congressfl) power structure that 


V lion had “woisetied” as a lesiilt of the tiew 
i 'get-up. “If hv appointing |Smha|, the cf- 
.fort is to mobilise the Thaknr vote.. it 
,’;|S going to prose ‘futile’, lot. the Thakurs 
■'Shave already aligned themselves with 
yV P Singh and no ( ongress Thakur lea- 
feder, including Smlia. lan disrupt tiic lie- 

up. 

' The Biliai elecioiate .ire not waiting for 
\ the lattfied I itan to be icpancd. The con- 

• ; 'tours ol an alternative powei structure are 

* making themselves visible. The leeent 
massive rally in Patna of the Indian Pco- 


veteran sociali.st leader, Kapildeo Singh. 
Speeches were made urging the Bhumi¬ 
hars to protect their caste and economic 
interests in UP and Bihar, and their social 
leadership “sanetified by the Veda.s". 
.Significantly, “grave di.squiet” was voic¬ 
ed in the rally, according to .Arvmd Das 
of the Times of India, “at the appoint¬ 
ment of a Rajput, a iiaditional rival caste 
to the Bhumihars, a.s the chicl minister ot 
Bihar". 

The Raipui chief intnisler, however, is 
unlikely to follow the track that made 


dominates Bihar riding the .sinking Titan 
named Congressfl). 

The defeat of Rajiv Gandhi at the 
hands of this entrenched power structure 
will now have a scries of repercussions all 
over the Congress(I) domain. If the Bihar 
MLAs could bring about the fall of a 
chief minister by just blocking the pro¬ 
ceedings of the legislative assembly, this 
engineering of disruption is going to be 
tried in other staic.s too. This is going to 
be a very difficult year indeed for prime 
minister Rajiv Gandhi. The tattered Titan 


pie’s front is seen b> many Biharis as the Bhagwai .lha Azad’s chief ministership a has tuwied out to be his hubris, except that 
rise of a political alternative to the Con bed ol thorns. A close relative ot the new (he drama lacks the heroic c!ement.s of the 


giess(l). The rally brought logethei the 
followers of the left forces—the Indian 
People’s f ront, the Bihar Piadesh Kisan 
Sabha, thousands ol cadres of the libera¬ 
tion group v>l' the CPi(MI.). Talks are go¬ 
ing on between leaders ol the IPK the CPI 


chiel minister is reported to control lens 
of thousands ol acres of land in Purnea 
disti ict. His own caste lellows are part of 
the lundloid class in Bihar who have 
stolen vast quantities ol land from the 
tillers and many of whom maintain their 


Greek tragedy in which the heio fights 
against the odds but are overwhelmed by 
them. Rajiv Gandhi has not fought for 
democracy cilhei in his party or in the 
country. He would luive been a very dif¬ 
ferent prime minister if he had. 


and .lanaia Dal lor the lorination of a left- 


democrat ic challenge to the ruling patty. 
V P Singh has himself talked to IPF 
leadcis. The Patna rails announced that 
IPF would set up ‘matdalu surak.sha 
samuics' (voters proieeiion groups) in 
those aieas where booth capluting by 
.goons hirc(t by the Congres.s(l) has 
become an established feature ol 
elections. 

A social-political polarisation is emerg¬ 
ing in Rihur and Uttar Pradesh with an 
odd mixture of caste and class politics. In 
Bihar, the peasants have built a strong 
movement in the central districts against 
the landlords, while the iribals are being 
steadily mobilised as part of the poor on 
broadly class lines. The Patna rally was 
conspicuous for the presence of a large 
number ot agricultural workers and Hari- 
jans. If the emerging left-democratic 
coalition can enlist the support of the 
tribals who are lapidly drifting away from 
the C,'ongres,s(l). it should be able to pose 
a formidable challenge to i he ruling par 
ty. The CPI which has a support base in 
urban Bihar has wisely extended its 
friendly hands to the Na.xalitcs who, in 
their turn, are now ready to try tmi the 
parliamentary prtKC.sx without formally 
abandoning their commiimeni to armed 
Cla.ss struggle. 

At the other end ol the pole, the 
landowning high-caste interests arc also 
mobilising with a militant posture not 
seen before The convention of the All 
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Playing the Western Game 

’ s 

GPD 


The tragic aspect of the Satanic Verses episode, as tragic as the 
death-call for Rushdie, is the extraordinary concern with inheriting 
the preoccupations of the advanced world. From Imam Khomeini 
to the liberals in India, everybody is worried about what the white 
world would think of us. 


IT would be difficult to think of a sensi¬ 
ble and rational decision so quickly 
arrived at as the decision by the foreign 
ministers of the Islamic states on the 
Salman Rushdie affair. The foreign 
ministers called him an apostate (which 
they had to) but did not endorse the Jufm 
of Imam Khomeini to have the famous 
novelist killed. The Arab reaction was 
mainly responsible for this decision. The 
Iranian minister (the foreign minister did 
not attend the meeting) generally grasped 
the mood of his Arab colleagues and 
decided to underplay his lole in what 
would hopefully be the last act of this 
rather bizarre drama. 

Think of the bizarre quality. The 
prophet was an Arab. The Arab world 
reacted to Satanic Verses with con¬ 
siderable poise and equanimity. It is the 
Iranians who have gone haywire. Indian 
Muslims, especially the Unglish speaking 
and reading ones among them, have laun¬ 
ched a spirited defence of the attacks on 
the book and, strangely, the debate 
already seems to have degenerated into 
one between Hindus and Muslims or the 
BJP-RSS and the Muslims, if the letters 
appearing in our national dailies (natural¬ 
ly English) are any guide. Those who 
cannot read English hold big rallies in 
Indian cities and let a score of people die 
every time Why have they to do this when 
Rajiv Gandhi has already banned the 
book is a mystery. All varieties of liberals 
and leftists are quiet as clearly ill-advi.sed 
morchas are taken out and people who 
know nothing of what the book is all 
about die on the streets of Bombay and 
Srinagar. Those who took out the morcha 
in Bombay apparently did not even know 
where they were going. The Muslim in¬ 
telligentsia did not intercede with the 
Bombay Muslims to stop the unnecessary 
and completely predictable loss of human 
life. This can happen only in India. This 
is a country with a tradition of ritual 
sacrifice. The Muslim elite seems to have 
inherited the Hindu tradition. Time and 
again such things happen and none of its 
members comes out pleading with their 
co-religionists that it is meaningless to 
make some non- English knowing, mostly 
poor, Muslims die here. It is playing the 
western game. 

The Islamic foreign ministers seem to 



have understood this. They asserted their 
faith in Islam in a quiet, confident way. 
it is understandable that they thought that 
Salman Rushdie was an apostate. It is 
possible to see their point in a different 
way. The western world has got everything 
to itself. Tlte west owns everything, 
dominates everything. The poor man in 
Asia and Africa has got nothing except 
poverty and his beliefs. It is a simple 
observable truth that you are irritable 
when you arc hungry. Those who start the 
trouble—that is, the Syed Shahabuddins 
or the Bal Thackereys—are. of course, well 
fed. Tho.se who come out on the streets 
provoked by them to defend the honour 
of the prophet or of Rama are not. These 
people have nothing to cling to. Life offers 
them very little, if anything at all. They 
therefore, cling to their beliefs, defend 
their heritage which they (hink is god’s 
word or, as a tetter to the editor in a 
leading daily put it, “revelations by 
Archangel Gibiael to the last prophet 
Muhammad". A Hindu thinks of the 
Vedas as apaurusheya or shruti which also 
mean ‘revelations’. Somebody in London 
or Paris or Bonn would find these beliefs 
to be the antithesis of rationality. He 
would be right too. Nothing is revealed. 
Everything is manmade. But this aware¬ 
ness is not more than two centuries old; 
perhaps even less. When you do not have 
anything to stand on, you try and stand 
on the pedestal of tradition. 

But in the process the traditions demon¬ 
strate their internal resilience and strength. 
Islam is, above all, the product of the 
Arab genius. They understand its strength 
better than anyone else possibly can. At 
least in their sensible response to the 
Rushdie affair they have demonstrated 
that hysteria i.s no answer to apostasy. In 
much the same manner as Benazir Bhutto, 
they have taken a cool view of the book 
and decided to give it the cold shoulder 
that it deserves. In the midst of all the 
hysterical attacks on Salman Rushdie this 
confident and quiet condemnation is in¬ 
deed a breath of fresh air. 

Let us recognise that the Rushdie issue 
is a non-issue, except that the idea that an 
Imam decides that a writer must die 
because, in his uneducated opinion, the 
writer’s book is blasphemous is shocking. 
It would be strange if Islamic juris- 

, 1M9 


prudence permitted unilateral condemna-' 
tion without hearing the ot her side. One 
hopes that this is not the case. Equally one 
hopes that Islamic jurisprudence does not 
permit that a judge can pronounce judg¬ 
ment on something which he has not 
cared to look into. Khomeini has done 
just that. To go along with Khomeini’S 
judgment i.s to damage the image oi 
Islam. The Arab foreign ministers havi 
understood that and refused to go along ! 
with the less than rational notions of 
justice. 

The Rushdie affair has in the mean-! ' 
while raised .some interesting questions for 
a state like India. Bal Thackerey tried tO 
stop Ambedkar's writings on Rama 
becau.se they were blasphemous. People 
who called him all kinds of names then 
(and rightly) arc completely quiet a$ 
Rushdie’s blasphemy is being attacked. 
Shahabuddin has at least been consis¬ 
tent—perhaps because he is a better politi¬ 
cian than our Dalit friends—when he s^ 
that he does not wish the prophet and our 
rishis and munis to be attacked. The neo- , 
Buddhi.sts did not let a small sentence 
from a commercial film Eashwar go un¬ 
attacked. In Bombay that sentence w^ 
deleted. Our concern for things English 
is so overwhelming that this act of 
hypocrisy on the part of the neo- 
Buddhists in Bombay went completely un¬ 
noticed and uncommented on. Whose 
world is it really? 

The tragic aspect, as tragic as the death- 
call for Rushdie, i.s this extraordinary 
concern with inheriting the preoccupa¬ 
tions of the advanced world. From Imam 
Khomeini to the liberals in India, every¬ 
body is worried about what the white 
world would think of us. The Europeans . 
are merely demonstrating their undoubted 
superiority and from Khomeini to, 
Shahabuddin and Thackerey they are all 
proving their potnt. Eashwar is censored 
under neo-Buddhist communal pressure. 
Our media have no space for reporting . 
that, let alone discussing it. We have now 
decided that if anyliody asked us what we 
felt about Satanic Verses we would answer 
with counter-questions: What did you fed 
when a poem by Shirwadkar (this year’s 
Jnanpeeth Award winner) w'as edited out 
on religious grounds? What do you think 
a government should do when Thackerey 
finds Ambedkar’s writings blasphemous 
and Prakash Ambedkar thinks otherwise? 
In all probability most of our well- 
meaning liberal friends would not have 
heard of these problems. It is amazing 
that in India such a number came out 
defending a writer in English but a whole 
range of papers did not have adequate 
space to comment on what was happenii^ 
to the ‘native’ arts and artists. Rushdie 
does not deserve to die. It i.s the colonial 
psyche which needs to. 
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iBaliapal Agitation: 
(Socio-Economic Background 

. Sii^aU Patel 

The sustained nature of the agitation against the National Test 
^Range in Baliapal as well as its militancy is to a large extent 
tfuc to the mass involvement of the people, including the poorer 
; t^tions. This participation of all sections can in part be explained 
■ the commercialisation of agriculture which has yielded benefits 
for the rich as well as the poorer classes. 




THE last three years tiavc seen the growth 
of a militant agitation in the coastal 
district of Orissa, Balasoic, against the 
establishment of the National Test Range 
(NTR) in its two blocks, Baliapal and 
Bhograi. The area of the site extends over 
102 square kilometres in the two blocks, 
a major part of it being in Baliapal. It is 
here that an agiiaiion has been launched 
which questions the government's right to 
establish and place a project in an agri¬ 
cultural belt that may turn out to be the 
most prosperous area in Oris.sa. 

The agitation in Baliapal was formally 
launched in December 1985 with the for¬ 
mation of ific Uttara Balasore Khepana- 
shtra (.ihaii Pratirodh baniiti (KOPS) and 
since then has become one of the most 
miliuuu agitations that this country has 
seen in recent times. It is an agitation that 
has been able to mobilise people from all 
classes in .society and has broken down 
barriers of caste, age and gender in mak¬ 
ing it a mass agitation. 5Vhai is most in¬ 
teresting and significant is the fact that it 
has been able to garner the support of all 
the mainstream political parties as well as 
political groups on the fringe.s of the 
parliamentary process for its objectives. 
Active support for the agitation extends 
all the way trom Marxist-Leninist groups 
to the ('ongress(l) at the village and the 
block levels. In a dominant political 
climate, vitiated by narrow political ob¬ 
jectives and considerations of personal 
gain, the support of a wide spectrum of 
political parties and groups for the agita¬ 
tion reflects not only the political strength 
that it commands but also its political 
maturity for not compromising for nar¬ 
row political gains. 

The twin issues of displacement and 
rehabilitation have been the source of the 
.growth of many agitations in the country 
bi the recent past. What distinguishes this 
agitation from others of a similar nature 
is the mass involvement of all the people 
in this area irrespective of vertical and 
horizontal hieraichies as well as its 
militancy. In no other recent agitation has 


every individual in the acquired area got 
involved so passionately. 

An example of this militancy is the in¬ 
cident which led to the gherao. and the 
subsequent banishment of the then col¬ 
lector from the area in March 1986.5>ome 
people thinking that the then collector 
had come to acquire their land, surround¬ 
ed him and asked him to leave the area. 
Barricades were established to restrict his 
further entry, l^ter the KGPS took the 
decision to block the entry of revenue 
officials into the area by mobilising 
women and children to make a human 
barricade. Thus no revenue official has 
been able to gain access to the area in the 
la.st three y^rs even when accompanied 
by para-military forces. Last May in an 
operation termed ‘Operation Baliapal’ an 
8,000-strong police and para-military 
force attempted entry only to be stopped 
by a human barricade of children and 
women. Fearing that this would lead to 
a massacre the government withdrew, but 
covert attempts at entry continued. 

The government retaliated by suspen¬ 
ding all developmental work such as the 
maintenance and extension of the infra¬ 
structure like roads, transport and elec¬ 
tricity systems and also suspended the im¬ 
plementation of the poverty alleviation 
schemes. For some time, even the supplies 
of kerosene and sugar were stopped. Even 
though the law and order machinery in 
the form of a police post has remained 
people have boycotted it, effectively 
negating any presence of the state in the 
area. For the last three years, the KGPS 
has functioned as a de facto government, 
resolving disputes and tensions and 
managing the barricaded area. And over 
the last three years, people’s commitment 
to the objective has not diminished. 
Rather, the government’s intransient at¬ 
titude has led them to advocate greater 
militancy. 

There is no doubt that the militancy 
Kflected in the a^tation is the product of 
poorer class participation and support. 
Itiis in turn is related to the nature of the 


Baliapal economy and its benefits to the 
people, specially the poorer classes, in its 
contemporary phase of development. 

The area allocated to NTR in the 
Baliapal block is situated on the crescent¬ 
shaped coast of north Balasore and is 
bordered by two rivers. Geographical and 
topographical attributes have historical¬ 
ly hampered the growth of settled agricul¬ 
ture in this area. The continuous changes 
in the river belts and the receding of the 
sea had on the one hand led to resettle¬ 
ment of entire villages, leading to land 
disputes, and on the other the creation 
of new land area, which has drawn many 
migrant groups, leading to further ten¬ 
sions over land rights, increasing density 
and pressure on land. Presently, the den¬ 
sity of the population per square kilo¬ 
metre stands at 441. Before the 1934 set¬ 
tlement the average landholding .size was 
not very high but after the settlement it 
decreased substantially. Today the Balia¬ 
pal block is spotted with medium-sized 
landholdings with very few large lan¬ 
downers. The average landholding is bet¬ 
ween five to six acres. 

Late nineteenth century records indicate 
that the main cultivating castes were the 
Khandayats and the Rajus. The Khanda- 
yat.s of Orissa are like the Kurmi or Kam- 
ma peasant cultivating castes. In the late 
nineteenth and early twentieth century 
these two cultivating castes were joined by 
migrants from Bengal, the Barajias and 
the Golas, the latter a bigger grouping 
who, in addition to acquiring tenancy land 
settled through the 1934 settlement, also 
held harvest land rights called amatnama 
patla, pattas declared by zamindars in 
area.s recently cultivated as a result of the 
receding of the sea. Today the upper stra- 
tas of Baliapal society are dominated by 
Rajus, Gola.s and some Barajias as well 
as a section of the Khandayats. While it 
is difftcult to find a poorer class Raju or 
a Gola, this is not true of the Khandayats, 
a caste which is proportionately the largest 
among all the cultivating castes in this 
area. 

The non-cultivating castes can be divid¬ 
ed into those who were in fishing (further 
sub-divided into four groups, the Keutos 
now Sanskritised and calling themselves, 
Kaivartas, the Bhoomijas (the Sanskritis¬ 
ed version Ujias), the Jhali and the Khe- 
jali) and the artisan castes of Sonar, Tbli, 
Iknti Khumbhar, Barber, Dhobi, Gopals, 
and Domo and Hadi. According to Uie 
1931 census the cultivating upper castes 
constituted more than 20 per cent of the 
population. In addition some Santhal 
tribes have settled in this area. They con¬ 
stitute five per cent of the peculation. 

The last twenty yean have seen some 
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commercitilUation of existing oops lilee 
rice and coconut, and of fish and, two, 
the introduction of new cash crops such 
as peanut, cashewnut and, most impor¬ 
tantly betel vine or paan. The commer¬ 
cialisation of agriculture gave immediate 
benefits to certain sections of the 
cultivating peasantry who intensified the 
use of land for agriculture by introduc¬ 
ing lucrative second crops; groundnut, in 
the northern uaas alternating with til and 
rice in the southern tracts where there is 
more than adequate supply of fresh water 




to the imcnsachment of this 
tract by the cultivating castes. However, 
they were not the only ones that im¬ 
mediately seized the opportunities. This 
tract was occupied by the fisherpeople 
who started experimenting with paan 
cultivation on their homestead land or on 
encroached land. They were highly suc¬ 
cessful in these attempts. 

Paan can be intensively cultivated in 
small tracts of land. A paan band (a bamj 
is a bamboo enclosure in which rows of 
betel vine are grown) can be as small as 
3 decimals (1 decimal-.01 acre). Its max¬ 


ddhinn collected shrimp egp m s^ 
The Bhoomija women have been tradi*! 
tionaliy sellers of fish, selling it either in ■ 
the loc^ market or in the villages. None 
of these activities were redistributed, 
rather other work relating to agriculture 
increased, giving the poorer class woman 
a significant stake in the land, the s» and 
its resources. Their militancy can be trac¬ 
ed to these factors. 

If the upward mobility of the lower, 
groups in the soda! structure had a started 
a decade back, its spread to the other sec¬ 
tions of this class has been a recent 


making irrigation redundant. Government 
statistics reflect these attributes— 
irrigation is hardly present, yet HYV rice 
constitutes a significant proportion of the 
rice produced. Peanut production is 
another important feature of the area. 

The benefits accrued initially to the 
upper sections of the peasantry who used 
their access to land to start second crops. 
Successful attempts were also made to en¬ 
croach on gochar land. As a result it is 
difficult today to find gochar land in this 
block, a process which has effectively 
displaced the occupation of the Gopals 
who have stopped maintaining cows and 
have shifted to cultivation. 

What changed the course of the growth 
of class crystallisation, with its resultant 
land alienation and increase in .sharecrop¬ 
ping and the ultimate out-migration was 
the introduction and the extensive cultiva¬ 
tion of paan in addition to that of cashew- 
nut in this block. Paan cultivation was in¬ 
troduced by the Barajia caste who brought 
it to this area from Bengal. Its spread in 
the early twentieth century, when it was 


imum size is 16 decimals. A three 
decimal-size paan haraj can yield pro- 
nts; at current prices yearly income could 
be Rs 20-22,000 while initial investments 
are comparatively low. 

The introduction of paan was not the 
only factor responsible for the sudden 
prosperity of the poorer clas-ses. Along 
with the growth of paan and cashewnut 
cultivation, fish also became an important 
marketable commodity. The demand for 
fish in the neighbouring districts of Bengal 
has been increasing at a steady pace with 
supplies always low, specially after the 
diversification of certain types of fish for 
the export market. Orissa being the im¬ 
mediate neighbour and Balasore being the 
adjoining district soon surted supplying 
the Bengal market. The nature of demand 
led to the introduction of new technology: 
new kinds of nets to attract different types 
of fish and the introduction of deep sea 
fishing. Also, shrimp cidtivation was in¬ 
troduced the area. 

These changes together with the in¬ 
troduction of paan, cashewnut trees as 


phenomenon. An idea of its extent can be 
gauged from the fad that not only is it 
rare to find a cultivating caste which does 
not produce paan but it is also rare to find 
any family which is totally dependent on 
one major occupation as a source of in¬ 
come If it is not paan, a family is involv¬ 
ed in producing cashewnut or vegetables 
and fruits in addition to fish and selling 
it in the market. Unfortunately, there are 
no government statistics which highlight 
the nature and extent of paan production 
or that of other cash crops in this area. 
The only available statistics are quoted in 
the recent report brought out by the 
Peoples’ Union for Democratic Rights 
(PUDR), entitled Bheeta Maati. It quotes 
the di.strict agriculture office as indicat¬ 
ing that there were more than 10,000 paan 
barajas in the area to be acquired for the 
NTR in the Baliapal block. This seems to 
be a gross underestimate. There must be 
as many as a lakh barajas in that area if 
we depend on the estimate 1 made after 
doing a detailed eight-village survey of 
that area. 


first introduced, was restricted because of 
superstitious, beliefs regarding its produc¬ 
tion. However, its production started ex¬ 
panding over the following decades when 
the Banares paan traders established 
brokers in this area to buy this paan. This 
paan known locally as the Jaggi paan 
(after Lord Jaggannath) was marketed as 
Banarcsi patta after it reached Banare.s. 
where it changed colour from green to 
yellow through a heating process. 

About 20 years back, this chain of 
supply broke when paan producers from 
B^apal established their own networks 
of supply of this patta to Delhi, Agra and 
later to Bombay. Simultaneously, the 
quality paan market slowly shifted from 
the north Indian cities to Bombay which 
started demanding bigger and better 
quality green patta. The producets- 
tumed-traders from Baliapal tried to keep 
the Bombay market supplied with these 
quality go<^. They discovered that the 
best quality paan could be produced half 
a fcilmnetre from the coast, in the sand 
dunes skirting the coastal line of the Balia- 
pal block. Once activated, it was this varie- 


well as vegetables and fruits led to an 
almost radical change in the work and life 
styles of the lower class population as well 
to the restructuring of the division of 
labour in the family. It significantly 
changed their diet and introduced them 
to new kinds of food. The enormous pro¬ 
fits from paan and cashewnut produaion 
and the incomes earned throu)^ the main 
occupation, whether that of fishing or of 
various artisan activities, made possible 
considerable economic mobility. Some 
families were even able to buy cultivable 
land and start rice production while the 
artisan castes of Domo and Hadi reaped 
enormous benefits out of their traditional 
activity, that of basket making. 

As most of these families continued to 
maintain a stake in their traditional oc¬ 
cupation, it was women and children who 
were now involved in these new economic 
activities. The burden of maintaining the 
new crops generally grown on homestead 
land, usually fell on the women whose 
sphere of activities now expanded. Among 
the lower Ashing communities, specially 
the Jtudi and the Khejali, the women of 


If the lower classes used their 
homestead or encroached land to culti¬ 
vate paan, cashewnut and initiate other 
horticultural activities, the upper groups 
made paan barajas near their cultivable 
land or on land encroached or acquired 
near the sea. In most cases, the males of 
the household with additional wage 
labour tended to their cultivation. It is rare 
to find the upper groups having more thaii 
two paan barajas. Paan needs intensive 
nurturing and most owners prefer to do 
this personally. When outside labour is 
used, it is mainly to do the hard work 
relating to watering which takes place 
twice or thrice a week. This may be one 
of the reasons for the lack of monopolisa 
tion of paan production by the upper] 
classes in the society with the consequent 
growth of landlord form of capitalism, the 
other being the lack of availability of 
permanent agriculture labour, most non - 
cultivating castes having started their own 
cultivation on homestead land. Perhaps 
for these reasons competitive capiuiism 
seems to have its heyday in this area at tlm 
juncture of the development of its ecorronv. 
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jtndia requires a defence consensus at this troubled juncture in its 
■ l^tional security affairs. Unless the government comes clean on 
iSri Lanka there is no chance of building the needed consensus. 


WITH the highly publicised withdrawal 
of four Indiaa infantry battalions (6,000 
'tioops including support) from Sri Lanka, 

. tkc question arises as to how many are 
I fell. To determine this, it is necessary to 
;',eMiinate the peak deployment. 

Before the November 1988 reinforce- 
iment, the Indian high commission in 
Colombo put out the figure of 45,000 to 
50,(XX); Delhi diplomatic sources esti¬ 
mated 75,000; and I had estimated ‘up to’ 
jj,00,000. My estimate, made on the back 
■Iof an envelope during lunch, included not 
just the army in Sri l.anka, but also the 
de facto provisional corps HQ in Madras, 
paramilitary, lAF based in Sri Lanka, and 
Indian Navy afloat. This is a mure com¬ 
plete figure than just army troops in that 
country, and added something between 
I0,{XX) and 13,(KX) men to the army total. 
Thus, the true gap between myself and 
diplomatic sources was 12,000 to 15,000 
(75,000 diplomatic versus my army esti¬ 
mated to be 87,OtX) to 90,000). 

Without reiterating the tedious details 
of my earlier estimate, it appears that 
I had overestimated the number of troops 
in the four divi.sion HQs a.ssigned to Sri 
Lanka. Whereas I had taken 5,000 men 
per division HQ {c.\clusive of 9,0(X) men 
in three brigades or the equivalent per 
division), the actual seems to be 3,000. 
Thus, I should reduce my estimate to a lit¬ 
tle over 90,0{X) troops, say 92,(X)0, o' 
Which 80,0(XI to 83,000 were army. 

This is still higher than t he diplomatic 
estimate, but in my opinion, these sources 
were neglecting the presence of extra in¬ 
fantry battalions. Incidentally, both 
estimates took into account the with¬ 
drawal of the mechaiiised/aimour units 
Sent in the early stages. 

Now, in Novembet 1988 three addi¬ 
tional brigades were sent. This implies 
9,000 troops plus some support units. The 
latter would, perforce, be small in number 
because most of the required support 
infrastructure is in place. U is likely 
something a little ovei 10,000 men were 
sent which would have put t he total by niy 
estimate at something between 1,02,000 
and 1,05,000 men. ^^'ith the withdrawal of 
. 6,000. there should be roughly 95,000 to 
1/XI,000 men in Sri Lanka. (The corps HQ 
in Madras is included in my estimates 
because it is only lack of infrastructure 
that has prevented ns logical move to 
' Sri Lanka.) 


The Sri Lanka deployment exceeds the 
equivalent of six divi.sions and has many 
implications. 

One is our ama/.ing ability to become 
relaxed about Pakistan once we went in¬ 
to Sri Lanka. Earlier, with unfailing 
regularity Delhi would conjure up a 
Pakistan threat, particularly in the winter. 
We have withdrawn the equivalent of six 
divisions from the mainland at a time 
Pakistan has added two divisions; that is, 
the relative balance between the two coun¬ 
tries has worsened by eight divisions since 
the hullabaloo of spring 1987. Yet in the 
winter of neither 1987-88 nor 1988-89 was 
there any noise from Delhi on the 
Pakistan threat. Either wc arc being 
criminally negligent, or we has'c 
deliberately been overestimating the 
Pakistan threat. Roth explanations have 
\ery serious implications for oui security. 

Next, with the infantry component of 
the strike forces and army HQ reserves 
seriously weakened bv the Sri Lanka 
deployment, wc are in no position to hold 
major winter exercises. Thu.s, our offer to 
Pakistan to cancel the winter exercises 


ric that Delhi 4nshts on substitiiriag for 
genuine measures to reduce tension in the 
region. 

Another implication is that while the 
army is quite content to be in Sri Lanka 
on the grounds it is getting operational 
training, no one has thought to'ask why 
its readiness has deteriorated to the point 
that a shooting conflict is necessary to 
restore efficiency. 

And why has the Indian press remain¬ 
ed silent on the issue of numbers of troops 
in Sri Lanka? The total by itself is irrele¬ 
vant; the deployment is dictated by opera¬ 
tional requirements. It could have been 
10,(X)0 or 2,50,000 depending on circum¬ 
stances and objectives. Every journalist 
covering Sri Lanka, however, knows the 
official figures are gross under-estimates. 
Yet he or she is silent. 

A last issue is why the government of 
India Is pei milting the mini.stry of exter¬ 
nal affairs to undermine its credibility. It 
IS clear we are being told neither the 
correct deployment figures nor the true 
situation about several aspects of the 
ITTE/.I VP insurgencies. Doubts arc also 
arising on the casualty figures: if the totals 
are correct, why is the government not 
issuing weekly casualty lists? 

India desperately requires a defence 
consensus at this troubled juncture in its 
national .security affairs. Unless the 
government comes clean on Sri Lanka, 
there is no chance of building the needed 
consensus. . _ 
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DN 

That demands for higher wages are justified in terms of the 
‘unfairness* of the share that goes to wages shows lack of 
understanding of the fundamental causes of the workers’ 
exploitation. The result is that attention is not paid to the slogan 
that should be raised by the advanced workers’ movement: the 
slogan of ‘end the wage system’ in place of the earlier slogan of ‘a 
fair share’. 


IN the context of the lock-up in Hindu¬ 
stan Lever’s Sewrec (Bombay) unit, a letter 
to The Times of India on behalf of the 
Federation of Hindustan Lever Unions, 
Bombay, stated the following; “The in¬ 
justice to us is visible if you examine the 
cost component in making a bar of soap. 
Material and machinery costs make up 65 
per cent of the price of a bar of Rin soap. 
Salaries and wages—and that includes 
managers’ salaries—add another 6.4 per 
cent. Profits are as much as 27 per cent. 
Aren’t workers entitled to a bigger share?” 

The injustice of the condition of the 
workers of Hindustan lever is here related 
to their not getting as big a share as they 
are entitled to. What is the ‘fair’ share to 
which the workers are entitled? It is 
exactly on the grounds that the workers 
are getting such a ’due’ or ‘fair’ share that 
the bourgeoisie opposes the demands of 
the workers. How can such a question ol 
the ’fairness’ of the share of wages be 
settled? 

In a capitalist situation the fairness of 
the price of a commodity depends on its 
value. The value of labour power, as that 
of any other commodity, is regulated by 
its cost of production—in this case, the 
immediate cost of production of the 
labour power and its replacement in 
generational terms. A family wage, in the 
cultural conditions of the country con¬ 
cerned, has become the norm for the price 
of labour power. Besides the cultural- 
historical component that distinguishes it 
from other commodities, labour power 
also has the characteristic that its price is, 
to an extent variable, the actual wage 
(price) depending on the strength and 
staying power of the two parties, capital 
and labour. 

A ‘fair’ wage by the laws of capitalist 
political economy is then that which 
covers the cost of production of labour 
power. A demand for a fair wage had and 
continues to have some validity in those 
shuations where the workers do not get 
a wage approximating this cost of produc¬ 
tion. But for workers who have achieved 
this drat goal, as the workers of Hindu¬ 
stan Lever certadniy have, the slogan of a 
‘fair’ wage has berome obsolete. 


Can it then be replaced by the slogan 
of a ‘fair share’? Apart from the above 
analysis, ba.sed on the value of the com¬ 
modity labour power, there is no other 
possible way of specifying a fair share, 
within the confines of capitalist political 
economy. The only fairess capitalist 
political economy can recognise is that of 
the exchange of equivalent values, of 
exchange based on the equal values of the 
commodities being exchanged. ITiis is the 
principle of distribution based on the 
ownership of the means of production 
prevailing in capitalist economy. A higher 
principle of fairness would be that ol 
distribution on the basis of labour 
performed; a principle that itself would 
be superseded by distribution according 
to need. But these principles of distri¬ 
bution arc only consequences of distribu¬ 
tions of the conditions of production 
different from the capitalist monopoly of 
the conditions of production. Distribution 
of income basicaly follows from the mode 
of production, and a change in the 
manner of distribution would require a 
change in the mode of production. 

What has been stated above are well 
known principles of political economy It 
is only the obvious neglect of these basic 
principles ol political economy in the 
trade union field, that makes it necessary 


higher wages is justified in terms of 
the unfairness of the share that goes to 
wages, shows that attention is not being 
paid to the tundamenial causes of the 
workers' exploitation. Such arguments 
reinforce the tendency to confine battles 
to the framework set by the impcriali.sts 
and allied big bourgeoisie. Such argu¬ 
ments even picsent attention being paid 
to the .slogan that .should he rai.sed by the. 
advanced workers' movement; the slogan 
of ‘End the Wage System’, in place of the 
earlier slogan ol 'A I air Wage. 

The ideological bankiupicy reflected in 
posing justice as a bigger share for wage.s 
i.s only the reverse of a concentration on 
the immediate. Even the w'ork of those 
who would be revolutionaries has not 
been able to go beyond the immediacy of' 
the trade union struggle among the 
workers. At best what exists in the name 
of revolutionary work among the workers 
IS an econoinisni that tries to be honest 
and militant, while pi'liiical activity is 
confined to the elements oigani.sed 
around the supposedly revolutionary 
parts' or gioup. Bui no attempt has been 
made to build within ihe wiorkers' move* 
ment the peispectivc ol necessarily 
abolishing the wage system and, for that, 
of first having to establish ihe most ad¬ 
vanced deinociaey possible. Revolution, it 
would seem is a niuiicr lot the pea.sant 
movement, one which the workers may 
support while eoniinuing their trade union 
struggles with the same pcrsficctive 
derived Irom the analytical approach of 
the bourgeoisie. It is then no surpri.se that 
the inter vein ion ol so-called revolu¬ 
tionaries in the bade union movement has 
not led 10 anything new, has not led to the 
development of anvthing (hat can be cal¬ 
led a revolutionary perspective in the 
woiking cluis. Theoretical bankniptcyis 
the eomiranion ol practical hankiupiiy 


JUST PUBLISHED 

NATIONAL PROBLEMS AND THE WORKING 
CLASS IN INDIA 

(Proceedings of a Seminar held on Novembn 28i"> I'-i'bV at Calcutta 
Organised by the Joshi-Adhikan Institute of Social Studiei., West Bengal) 

Rs. 15.00 + Postage R$. 5.00 

Participants: B. T. Ranadive; A. B. Bardhan; Baiun De, Sunil Munsi, Atnaieiidu 
Guha; Sunil Sen; Arun Bose, Buddhadeva Bhattachar/ya, Gautam Chat 
topadhyey; J. M Kaul and others. 

K. P BAGCHI ft COMPANY 

286, B 8 Ganguli Street, Calcutta 700 012 
1-1698 Chittaranjan Park, New Delhi. 11C 019 


fietMMMBic md Mltical IVsekly March 25, 1989 


60T 




li. Closer Lo(^ 

Sen 


\iRecait studies on the Indian national moveweni have both 
- txpanded and deepened the understanding of that period in 
itistory. A 12-day workshop in the capital threw light on certain 
Mspects of the movement. 


■yA !2*DAY workshop on the Indian na- 
rliional movemenl was held on Oecember 
1989 to January 6, 1989 at the Depait- 
" ment of History, Jamia Millia Islamia. 
The workshop was sponsored by the In¬ 
dian Council of Historical Research, New 
Delhi, and was attended by college 
teachers from Delhi, Haryana and 
Rajasthan. 

Ravinder Kumai’s keynote address wa,s 
one among the three lectures dealing with 
different aspects of the historiography of 
the national niosetnent. At one level, his 
Classilkatioii was based on the subject, be 
it an individual (as in the biographies), a 
class or coninitmity (as with peasant 
Studies and contmunal |>oliiics). or an in¬ 
stitution such as the Congress. At another 
level, it was based on the approach and 
sometimes ideology, as in the sociological 
studies of the ( ongress by A R Desai and 
R P Dun, III the ‘C ambridge School’, and 
latei with R.anaiit Cuba with his use of 
semiotics. Regional studies tormed yet 
anolhei niajoi ‘species' ol historical 
writing 

Bipan Chandra through his now fanii 
liar categories ot the imperiali.st, nationa¬ 
list and Marxist schools c.vamined the role 
of colonialism and its contradictions, the 
.social and class chaiaciet ot the national 
movemenl and the strategies ol the Con¬ 
gress leadership. Doubts lai.sed on lhe.se 
issues whether by the ‘Cambridge School 
or by the participants assembled here, 
were argued by him m his firm belief that 
the national movement was a “popular 
people's unti-impetiulisi movemenl under 
bourgeois hegemony " He also dented the 
existence of any ‘autonomous’ conscious¬ 
ness or autonomous popular movements 

On this last question ii was hi.s col¬ 
league Mridula Mukhetjee who took up 
the cudgels against the ‘subaltern’ .school. 
She felt that the ‘subulicrn histoiians’ 
should look at the class composition of 
these movements more closely, along with 
the cause.s and aims of these rebellions, 
rather than merelv the form they took. 
However, hci main criticism was aimed at 
the subalterns’ claim to pioneering a 
‘people’s history’ as w\»rk on this subject 
had been done bclore by historians such 
as A R Desai and others. Secondly, she 
pointed out that despite their claims to 
writing within a Marxist framework, 

tS08 


many of them used entirely different 
methods to study the problem, and, some, 
did not even dcline these variations in 
method. 

RttiioNsi Sii ons 

Outside the suballcn .school, pea.sants 
figured greatly in the lectures delivered by 
some of the historians at the workshop, 
on the basis of more empirical regional 
studic.s. The undei'lving theme of these 
papers was the extent and nature i>l the 
links of these peasant struggles with the 
national movement. Bclore these struggles 
were eventually absorbed into nationalist 
polities in DP and Bihat and to a lesser 
extent in Andhra, naiionahsi leadeis made 
cvery effort to incorporate local mstitu 
lions into the Congress organisation and 
use them for the party .Articulation ol the 
pea.sants’ demands remained confined lo 
( ongiess resolutions and legislations. It 
was not as though local Icadeis such as 
Baba Ramehandia and Sahajanand did 
not .seek support and alliance with the 
Congress. The Awadh peasants even re¬ 
mained behind the Congress wanting to 
work through it. The I eft although 
relatively strong m Bihar, was almost 
absent in UP. In Andhra it was only 
N C l Ranga who rose to a level of national 
leadership 

Howevci, Sliii Ptakash spoke ol the 
Ciujarai peasantry “becoming stronglv 
naiivmalist’’ in the I‘t20s in spite of the 
levenue and rent burden being com 
paratively light. This was due to the way 
m which ihc land revenue system was 
organised, with no eonecssions during 
famine years. Again, here the iiinuencc of 
Ciandhi and Ihc ’mass nationalist culture’ 
he tried to create was far more direct and 
had led to the patiieipation of a number 
of peasants in the Civil Disobedience 
Movement as well. 

Among the other regional studies 
Chandan Mitra analysed this massive 
popular upsurge in Bihar and in DP in its 
popular perceptions and forms of action. 
Although economic issues wcie certainly 
not relegated to the background, and were 
added to by Congress propaganda on the 
hoarding of grain by the rich, the over¬ 
riding motive was the removal of British 
rule and this became increasingly domi- 


nattohal movement came to filler a'tled* 
sive pan in determining popiBiir response 
in the events of 1942. Rumours of various 
kinds all pointed to the impending col¬ 
lapse of British rule. Mitra pointed out 
that after a point, Gandhi refused to even 
comment on these events, having given 
them up as "the crowds losing all self- 
conirol’’. 

Mukul Kesavan’s paper on the growth 
of political conHict m IIP examined the 
question of the inability of the Congress 
to mobilise Muslims in UP and the 
Muslim league’s success in doing so. It 
is generally believed that the league's 
championing of the Muslim cause began 
in the 40s to be directed towards the for¬ 
mation of a separate state, Pakistan. But 
Resavan, fat Irom exonerating the Con- 
gmss from the much-debated ’'■espopsibili- 
ly' lor splitting up the nation, insisted that 
the Congress had an equal if not larger 
share of the blame. 

In the study ot Bengal on the eve of 
partition, Suranjan Das analysed the 
Great Calcutta Killings of 1946 and the 
subsequent riots in Noakhali and Tip- 
peiah. He argued that in 1946-47, there 
was ,1 change m the pattern ol riots. The 
earlier ones had a class character and were 
largely unorganised. From 1946, riots were 
ovcrils communal and linked to organised 
politics and thus marked a transition. 

‘rR.xNsi i H (It Powi r’ 

.As pan of this series of lectures 
P S Gupta surveyed the period from 1919 
to 1947, not in terms of the coming of in¬ 
dependence but of “the transfer of power 
from the Btitish government”. He traced 
British policy from the Morley-Minlo 
rclorms, the Acts of 1919 and 1935, the 
‘.August offer' to the Cripps Mission and 
Cabinet Mission pioposals all as efforts 
by the British to ictain their control over 
India and at Ihc same time to balance one 
social gioup against another, namely, the 
C ongress and the Muslim League, 

Critically examining certain conven¬ 
tional vi-ws on the subject, Indivar 
Kaimckar sought to reinterpret the 1940s 
and the transfer ot power in terms of the 
crisis ot the state’. "This was located in the 
relations between state and society, not 
merely the British government and the 
Congress. The second world war demon¬ 
strated the vulnerability of the state and 
rumours of a Japanese invasion of India 
added to this picture. It was at such a time 
that it was ‘attacked* by society as in the 
Quit India Movement of 1942. The crisis 
of the state continued through the 40s 
until it ultimately had to divide. With this, 
although the crisis was over, the probtenis 
of the state remained and some exist to 
this day. 


fkonaRtiie .and PoBtleak VUeehiy ’ Match 
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Modun ideatities were given a sharp focus 
bi the 19fh century by different writers and 
reformers. From the first quarter of the 
30th century these became interwoven 
with politick development. 

In his ‘Reflections on the Pakistan 
Movement*, Aijaz Ahmed declared that it 
was wrong to look at the creation of 
mdstan simply in terms of communalism 
and historically outside the domain of the 
Indian national movement or ‘anti- 
cofonial movemoit’ as he preferred to call 
it. The Congress failed to provide repre¬ 
sentation to the interests of the increasingly 
vocal middle class and peasantry and its 
institutions, and it was this that made 
them rally around the Muslim League in 
the movement for Pakistan. 

The life and career of one of India’s 
lesser known nationalist leaders—Oovind 
Ballabh Pant—was discussed by D N 
Panigrahi. Most of the lecture dealt with 
Pant’s early years in the Almora region 
where he took up local causes such as the 
‘forest satyagraha', temple entry for un¬ 
touchables and the coolie-beggar issue. 
Even in his involvement with nationalist 
politics with the Congress, Pam continued 
to be a popular local leader. Although he 
did not have any ideological pretensions 
to radicalism, he supported radical causes 
along with the Congress when they were 
taken up. 

V N Datta examined the role of 
Maulana Abul Kalam Azad in the Indian 
national movement. In spite of his dedica¬ 
tion to the cause of nationalism from the 
early years of his life, his fundamental dif¬ 
ferences with the Congress as well as the 
Muslim League were never resolved. 
Ibwards the end of the 40s, he felt himself 
to be increasingly isolated on the Indian 
scene, and was in fact as Datu put it 
nothing but a ‘tragic failure’. 

Economic History 

Three papers directly addressed certain 
economic issues which came to be impor¬ 
tant in the Indian national movement. 
S Bhatucharya’s historiographical paper 
dealt with the debate on ‘Deindustrialisa¬ 
tion and the Economic Nationalists’. 
These Economic nationalists' such as 
Ranade, Iyer, Gokhale and R C Dutt em¬ 
phasised the exploitation of India through 
Eternal* agencies. Thdr analysis of the 
destruction of Indian industries was based 
on data such as import statistics and 
census Hgures. However, later research 
suggested that these conclusions were 
debatable: Bhattacharya cited the example 
of the cotton industry where majot 
technological changes took place along 
with a rise in per capiu consumption. 
Their aiguments were guided 1^ strategy 
aad often sttoag Inases as demonstrated 


sector. 

Aditya Mukherjee and O Tkipathi both 
examined the relationship of the Indian 
business class with the Congress and its 
rote in the national movement. Mukherjee 
in clarifying his position at the very start, 
stated that he was ‘bending the stick 
backwards’ and went on to say that con¬ 
trary to the views held by several histo¬ 
rians, the Indian business class developed 
independently and was not subordinate to 
foreign capital, did not as a rule align 
itself to feudal interests and nor did it har¬ 
bour any fears of the left. Secondly, it is 
wrong to identify this class completely 
with the party, i e, the Congress. Congress 
policy was not entirely governed by their 
interests. 

D Ttipathi is ol the view that while rela¬ 
tions between the Congress and the 
capitalists were to a great e.\tcni deter¬ 
mined by the latter’s self-interests, it would 
be wrong to deny their patriotism al¬ 
together. They certainly tried to influence 
Congress policy and contributed funds to 
it, but avoided involvement in any con- 
frontationist activities of the party. They 
maintained an ‘equidistance’ from the 
Congress and the British government. 

Communalism and Communai 
Politics 

On the growth of communali.sm and its 
role in the national movement Asghar Ali 
Engineer examined the shifts in economy 
and society in the 19th century and traced 
the growth of communalism or the build¬ 
ing up of communitarian intere.sts through 
the thoughts of Sir Saiyyad Ahmed Khan 
and the Ulema of Deoband to .linnah and 
the partition of India. Engineer believed 
that if certain issues related to education, 
employment and political representation 
had been re.solvcd, Pakistan would not 
have been created. As for the con¬ 
temporary period, increasing dcmocratisa- 
tion and development led to the streng¬ 
thening of a communitarian identity. 
Status came to be associated with privi¬ 
leges in a democratic set-up, and certain 
groups began to feel threatened by others. 
‘Indian Responses to British Rule’ in the 
19th century were examined by Mujeeb 
Ashraf. It was. he said a misconception 
to consider ‘Muslims’ a monolithic com¬ 
munity. Another misconception was the 
fact that it was only the Muslims who were 
hostile to British rule. Even orthodox 
Hindus such as Dayanand Saraswati and 
his followers came to regard British rule 
as much of an evil. Again, although 
Muslims were a little hesitant in taking to 
western education and culture, they were 
by no means entirely opposed to it. 

J S Grewal, white discussing the ‘Sikh 
Identity in Colonial India‘, pointed out 
that the Sikhs too, like any other religious 


iWmiiRutiity ih India, were ^ ho meant i < 
homogeneous group. 1b an extent it it 
justified to say that they were ‘loyalist’ but 
they were also supported by a number of 
Hindus in Punjab—particularly from the 
aristocracy. By the 1940s the Akali Dal 
emerged as the most important party 
representing t he Sikhs and it is then that 
they begin to. feel conscious as a com¬ 
munity and support the demand for 
Pakistan. 

Indu Banga looked at the ‘Growth of 
Hindu Consciousness in the Punjatf and 
attributed it mainly to the ir fluenoe of the 
Arya Samaj. The nation and the Hindi 
language with'the Devanagari script, were 
identified with the Hindus to the subordi¬ 
nation of other cultures. The ‘Samajistt’ 
believed that the British and other 
foreigners had a place within this set-up 
if they converted to ‘Vedism’. For a white 
the Punjabi Hindus perceived the Con¬ 
gress as a threat with the latter’s refusal 
to suppon them on the issue of the ‘Land 
Alienation Act’. The majority of the 
Punjabi Hindus did not see any contradic¬ 
tion between the interests of the com* 
munity and the nation. Only those who 
were formally in the Congress gave 
primacy to the lattci 

Various ‘Themes and Issues in Punjab 
Politics' were .studied by Kamlesh Mohui 
through the institutions of the Arya 
Saniai, the ^kall Dal, the Congress and 
the Kevoluiioiiancs li is this la.st group 
that she examined in the context of the 
giowth ol 'terrorist' violence in Punjab in 
the colonial peiiod It is significant'that 
although the ‘socialist revolutionaries’ 
hardly diew any supporters in Punjab, 
their ideas inspired ihe work of many 
writers and artists. They, however, failed 
to replace the Congress. 

Apariia Basil's paper on ‘Education 
and NaiionaJ Consciousness’ traced the 
infleunce of Western education on Indian 
society. Several ucaJemic and political 
as.sociations were also formed. Among 
some like Dero/io’s ‘Young Bengal’ group 
it engendeted extreme non-conformism. 
Education also had some disintegrating 
tcndencit; as it helped strengthen certain 
group or caste identities. S Jamaiuddin. 
described the growth of the Jamia Millia 
Islamia as the product of the Khilafat and 
Non-Cooperation Movements. The Jamia 
evolved as an independent institution 
which combined the learning of religious 
ethics with the social sciences. 

S K Kidwai showed how the political 
turbulence of the early 19th century was 
reflected in the poetry of Ghalib and his 
contemporaries. The Progressive Writers’ 
Movement sought to ‘uproot the old. 
order’ and support revolutionary forces, 
not simply reform. Numwar Singh’s paper 
studied the development of Hindi litera¬ 
ture from the 19th century through the 
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of Bhairiendu Hvuhicli^ 
vfrboM underlying theme along with that 
of his contemporaries was ‘the search for 
•n identity*. In the early 20lh century 
''Nationalist* literature was sometimes 
' tainted with a communal attitude a.s with 
. Maithali Sharan Gupta. It was in Prem- 
" Chand that rational consciousness reached 
a culmination and gave it a popular 
content. 

Sudhir Chandra, spoke about how 
myth and reality were closely interwoven 
in the minds of the people and to that 
extent they lend to inHuence historical 
processes. It i,s alright to use categories of 
‘moderates', ‘extremists’, ‘communalists’, 
‘nationalists’ and so on for purposes of 
clarity in studying history, and in spelling 
out the formal position of a party oi an 
individual. Bin il one wcic to look beyond 
this, these categories could get a little 
misleading. 


even if fimduhbnid ' 

lions did remain in their minds, it was the 
purpose of this workshop to clear them. 

In pan the answer lay in ti^ subsequent 
questions raised and suggestions made by 
the delegates themselves—on the length 
of the presentations and discussions, etc; 
that there should have been more papers 
on the history of west and south India and 
on the 19th and early 20th centuries. This 
workshop did not claim to be a com- 


certain aspects of it, particah^ty in tlie 
light of the recent research that has been 
done. This the workshop achieved to a 
great extent. But if at the same time there 
had been more papers on historiography, 
they could have helped to broaden the 
participants* perspective both conceptual¬ 
ly and methodologically, and perhaps the 
workshop could have saved itself from 
being latelled ‘leftist*. 


Kamani Tubes: On the Move 

It Srinixa'* 


After three loiu’ years of sinijiiile workers at Kamani Tithes are all 
set to launch into eominereial piihlitciion afiei wresting control 
from an iiicompeient inaiiagemenr. Iherc are. of course, some 
prohlems which need to be ironed out. 


Mis( M I ANi-ons 

There wen- three other papers; Han 
Vasudevan on the ‘Impact of the Russian 
Revolution and Ru.ssian Literature’, 
Narayani Gupta on the ‘Urban Context 
of the National Movement’ and lima 
Chakravarly on ‘Orientalists, Nationalists 
and the Sciipt of the Past*. 

Vasudevan dealt with the impact of the 
Russian Revolution and literature on the 
Indian Naiional Movement. Committed 
socialists such us M N Roy set up com¬ 
mittees to mobilise workers and peasants. 
The Soviets were keen to appeal to as 
broad a spectrum as possible and did in 
fact succeed in in.spiring young Con¬ 
gressmen such as Nehru in the 192l)s and 
30s, Narayani Gupta surveyed the litera¬ 
ture on urban hi.siory which examined the 
local roots of political organisation and 
periods of heightened crises like riots ard 
satyagrahus. Lima Chakravarly looked at 
the way in which Briti.sh orientalisi.s had 
used the Vedas and other ancient sources 
to paint the picture of a ‘Ciolden Age’ in 
Indian civilisation, particularly so with 
respect to the position of women, and how 
they had suffered subsequently under 
Mulsim rule. This image of an ideal Hindu 
woman wa.s internalised by nationalist.s 
as seen in the writings of R C Dutt, 
Dayanand and Bankim Chandra. 

In his valedictory address Iqbal Narain 
pointed out that the study of the national 
raovcmpni was useful not only to histo¬ 
rians but to .students of science as well. 
Although thcic was a rich variety of con¬ 
tributions according to some delegates, 
only leftists had been invited to speak. It 
brings to light the drawbacks of our 
syrstem of education since the last few 
decades—the problems with the way in 
which these delegates (who arc now 
teachers) were taught history, and the way 
in which they are doing so now. Secondly. 


nil long .iw.'iHcvl decision ol ihc 
Supreme Conn I'oi ihc lake o\C! of 
Kanuini Tubes I iinitcd (KTI ) by woi ken 
has biought clicci lo the 7(K> cinplovccs 
of Ihc uiiii. file ‘Insioiic’ judgmcni has 
put an end to the ihrcc-ycar long snspensc 
and cynicism workers were contcni lo fact 

riic long drawn battle ol woikeis to 
wiest control of the beleaguered Kamani 
lubes has put the labour movemenl on a 
lu-w ihieshold. 

I he new ycai is ushering in an an ol 
cautious optimism (or the eniplovces who 
arc sparing no eflbrts to gel into commer¬ 
cial prodiictron. The ftr.si batch ol 6() 
workers arc engaged m cleaning, mainle- 
naiH'c attd rwethauling ol the machinery. 
The whole process is expected to be ovei 
in unothci Ihiee weeks by w hicli lime the 
unit will be ready lor the commercial 
product Ii»n 

Set up ill 1959. Kamani lubes engaged 
m the riianufactuie of iioii-leiious lubes 
and rods under the technical collaboration 
of \oiksluic imperial Metal liidiisiiies, 
UK. By 197()s ihe imii commanded rwer 
W) per cent of the domestic market and 
has become a uim of national importance. 
Since 1972, afiei iheticalhof P R Kamani, 
the founder ol Kamani Tubes, the unit has 
laced crisis due io die internecine feuds 
among Kamani family By Ihe eighties, ihc 
unit lan into losses and finally the pio- 
diictioii came to a grinding halt in 
Sopicmbei 19X5 when the managemeni 
'abandoned' the facioiy. Since then, the 
workcis ol Kamani lubes, led by Kamani 
Linployccs Union (KTU). the sole repre 
sentaiivc union lor ihe Kamani group ol 
indu.stries waged a relenilcss battle for the 
reopening ol the unit. They tapped all 
sources and prepaied a viable scheme for 
the take over of the unit by workers. The 
workers maintained that the unit should 
be run under a workers' co-operative. 


namely, Kamani lubes I imiled, Kamgar 
Aiidsogik Uipadak Sahakari Society. The 
union moved ihe Supreme i ouri which 
diiecled Ihc KIF R to conduct a feasibility 
study of the scheme propo.ed by workers. 
The BIFR alter going through the various 
aspects ol Ihe workers .scheme upheld the 
viability of the employees' scheme with 
certain suggestions and modifications. 
Bused on the lepori ol ihe BII R, the 
Siiprenic Coun delivered iis landmark 
ludgiiiein lu lavoiir of the wiukei take 
ovei of Kuiiuim lubes. 

riic running ol the lactory is to be 
facilitated by an equity capital ol Ks 70 
lakh by the workers’ co-operative with a 
maichitig coiitiibutioii ol Ks 70 lakh by 
the state government. Ihe workers’ co¬ 
operative, with an initial membership of 
around b(X) employees is raising Rs 12,000 
per worker consisting of Rs 2,000 from 
theii provident fund accounts and 
Iis 10.()00 by taking, loans individually 
Irom the urban co operative banks, which 
have agreed lo provide Ihe necessary loan 
taciliiies to Ihe woikers. But recently, the 
Reserve Bank of India, in its directions 
has pointed out that urban co-operative 
banks cannot accord individual loan 
fadhiics beyond Rs 5,000 each. Further, 
the directive maintains that such an 
amount cannot be iransfcricd for the pur¬ 
pose of purchasing shares by the workers. 
To avoid delays in the running of the unit, 
the nuiionaiiscd banks, vi/., the Canara 
Bank and the Hank of India, under direc¬ 
tions (torn the RBI have volunteered to 
extend the loan facilities of Rs 10,000 per 
worker at the minimum interest rate. Thus 
workers can cross the first hurdle of 
generating the funds. The state govern¬ 
ment has agreed that il would contribute 
lo the shaie capital on a matching basis 
after Ihc workers' co-operative collects its 
eoniribuiion. 
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sub^bed iftd iiMd up otuity capital of 
Kamani lUbes stands at Rs 96 lakh divid¬ 
ed into 9.6 lakh shares each of the value 
of Rs 10. The value of these shares has 
been reduced to a token value of one 
rupee per share, thus making up the 
reduced total share capital to Rs 9.6 lakh. 
All the shares in the unit are being 
transferred at the token value ol Re 1 per 
share to the workers co-operative and five 
office-bearers of the co-operative 
individually. 

In addition, the unit will be allotting 
new shares of the value of Rs 1.3 crore 


which are to be .subscribed by the workers’ 
co-operatise and the state governnient on 
a matching basis, at a\aluc of one rupee 
each. Thus the total paid up capital of the 
company by such contribution would 
amount to Rs 140 lakh, including the old 
equity shares whose value has been reduc¬ 
ed^ from Rs 96 lakh to Rs 9.6 lakh. The 
transfei ot old shares and allotment ol 
new ones ts to be completed tn another 
four months. 

The Kamani Tubes is fuitciioning under 
a board of directors. Two directors ol the 
board are nominated by the stale govern¬ 
ment, one director by the banks, two 
directors lepi eventing the workers’ co 
operative, and two to thiee professionals 
in the related field and a special director 
representing the BU R. The chaiiman of 
the board of Kamani Tubes will be an tn 
dependent person appointed in consulta¬ 
tion with IDBI and other p.triicipating 
bank.s. The managing drrectoi of the com¬ 
pany is to be a tnofcssional nominee, and 
J K Arvind, a technical prolcssional who 
has been associats'd with Kamani Tubes 
has Iseen nominated as the managing 
director. 

The board of directors is finalising the 
modalities for constituting a management 
committee with a repre.sentativc each of 
Kamani Employees Unron, the banks and 
the worker.s co-operative which will 
oversee the functioning of the plant-level 
committee and monitor the implementa¬ 
tion of the .scheme. The managing director 
will be the chairman fur this management 
committee. Ihe board is also engaged in 
filling up the functional areas of accounts 
and finance, materials management, sales 
and marketing, production, plant engi¬ 
neering, R and D and qualityicontrol and 
personnel and administration. 

It needs to be mentioned here that the 
workers’ representatives on the board are 
Y V Chavan and D Thankappan, who are 
the president and wot king president of 
Kamani Employees Union respectively. 
Under the ordinary circumstances, a 
worker r^resentative on the board of 
directors shall be amember of the worker 
coKsperative. It is pertinent to note that 
non^of the workers’ representatives of the 
Kamani Hibe Workers’ Co-operative is a 


cooperative tfttt tWrar 
entry into the boa^ of directors is 
facilitated by their becoming ’sympathiser 
members’ of the workers co-operative. 
Here, the relevant portions of the 
Maharashtra Co-operative Societies Act 
deserves a mention. Section 24(1) of the 
Act spells out that “a society may admit 
any person as a nominal, associate or 
sympathiser member of the t.o-operative. 
Under this provision, Chavan and 
Thankappan could become the sympa¬ 
thiser members. Section 24(2) observes 
that “a nominal member oi sympathise! 
member shall not be entitled to any share 
in any form whatsoever in the profits or 
assets of the society as such member. A 
nominal or sympathiser member shall or¬ 
dinarily not have any ot the privileges and 
rights ot a member, but such a member 
or an associate member may subject to the 
piovistons of sub-section (8) of section 27, 
have such privileges and rights and be siih- 
)cci to such liabilities of a member, as may 
be specified in the bye-laws ol the society” 
Thus while section 24(1) provides for a 
sympathise! nieinber, it puls many restric¬ 
tions on Ihe opeialional freedom of such 
membci in section 24(2) by calling on the 
section 27(8) which categorically states 
that “No nimiinul or .sympathiser membei 
shall have I lie tight to vote (and no such 
membei shall be eligible to be a member 
of a committee ot for appointment ol a 
reprcsciudiive of the society on any other 
society)” 

It may be argued that il the sympathiser 
members ate to operate uiidei no privi¬ 
leges as mentioned above, what is the 
efficacy ol tiaving a symparhiset member 
m the board of directors? For this, the 
section l.‘'7 ot Maharashtra C o-operative 
Societies Act provides the solution. 
Section 157 deals with the CACmptions 
from section 27 meiiliuncd earlier. It 
niainiains that the syitipathi.ser members 
“be exempt fioni the provisions of sub¬ 
section (2) ut .section 24 insolai as these 
provisions relate to his right to vote and 
sub-section (8) ot section 27 of the said 
act”. Thus section 157 docs away with all 
restrictions impv).sed iiptm the sympathiser 
mcmbcis and they enjoy the .same privi¬ 
leges and immunities as the other 
members of the co-operative do. 

At this juncture, it is to be pointed out 
that the Supreme Court in its final order 
has clearly stated that the onus of respon¬ 
sibility for reviving the unit lies with 
Kamani Employees Union. The expecta¬ 
tions of the court from the union are high 
and the union had to .send their represen¬ 
tatives to the board. Above ail, the 
workers’ initiative through the workers co¬ 
operative and its revival scheme is the 
brain-child of the Kamani Employees 
Union which has spearheaded the workers 
struggle of Kamani Tubes. Hen$% the 
workers of Kamani Hibes had no hesita- 






tib'd in niMnijliating their union represen¬ 
tatives as wdrker directors. 

The initial respite for the workers is the 
granting of their wage arrears. The long¬ 
standing wage arrears of workers to the 
tune of Rs 11 lakh has been credited into 
the workers’ co-operative on December 
23, 1988. The 750 employees of the unit 
have got Rs 1,4(X) each irrespective of the 
position one held in the company on the 
day of the shutdown in 1985. It is worth 
mentioning that this ts the first time, after 
February 1985, that the workers have been 
paid through their company. Of course, 
the union has offered piece meal compen¬ 
sation now and then to the suffering 
workers, in spite of their sufferings, 
workers of KTI, have contributed Rs 100 
each to the union fund from their wage 
arrears. The consensus ol Ihe general 
body at KTI. to eontribulc to theii union, 
which has been drained of its resources 
111 lighting the legal battles, speaks of the 
faith of workers in their union. It is the 
hall-mark of i he progicssiv e unionism of 
KlU 

Ihc recruitment ot the managerial 
cadies and the workers reflects the prin¬ 
ciple of polyarchic disii ibui ton of autho¬ 
rity. The iccruiiinent ts to he completed 
111 a phased inannei and vat tons proposi¬ 
tions have been pul loiwaid. At the 
outset, the initial membeisliip ol the co¬ 
operative is restricted at (tOO employees as 
per the BIFR directives This implies that 
about 146 employees will have to be out 
ol jobs. But among thc.seemphiyees. a few 
ol them have reached the age of .superan¬ 
nuation, who have to make way for Ihe 
otheis. These eniplovces ate expected to 
be paid back their outstanding dues and 
compensation serv soon. They have no 
grievaiiccs about leaving ilieii |obs. After 
all, they ate leaving on a happy note after 
being put to a iiial for about three years. 
In addition to this catcgoi y of employees, 
there are about 30 to 40 employees who 
have found lobs elsewheic and do not in¬ 
tend to conic back to K'll . Thus in the 
final analysis, the teal |ob loss would be 
for about 70 workcis, lot whoni the union 
is proposing alternate iiieaiis of livelihood. 
For recruit mg the 600 employees a number 
of criteria ate being examined. Firstly, 
recruitmeiit of workers who have suffered 
physical handicaps or disability i.s being 
considered on an individual basis. The 
workers maintain that no employee will 
be deprived of the job on account of 
partial disabilities or handicaps. Efforts 
are on to locate possible areas of work 
where the disability of a worker does not 
come in the way of his contributing to the 
production process. But in cases of total 
disability, such workers will be opting for 
voluntary retirement and leaving the job 
with all the compensations that they are 
entitled for. 
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l|8|l^Vor)r of vvoito whC) Were said to fiave 
reporting to work under the in- 
^%1}uetKe of alcohol and disturb the work 
/:-^tine under the erstwhile management 
. is bang discussed at length by the workers. 
The workers strongly feel that such acts 
Idf workers which influence the production 
process negatively should not be entertain¬ 
ed. The workers at Kamani Tubes are thus 
. being socialised into the slogati of Daaru 
$e Dear (Away from Alcohol). 

Thirdly and interestingly, the recruit¬ 
ment of workers who aic not members of 
Kamani Employees Union is much 
debated. It is to be noted that member¬ 
ship to the union is not at all a requisite 
for a worker to become the member of the 
workers’ eo-opeiative as long as the 
' worker abides by the rules of the co¬ 
operative. Some of the workers at Kamani 
llibes are very critical of recruiting such 
non-union members into the co-operativc. 
They contend that such workers be left out 
and all union members be provided the 
job. But the union has convinced its rank 
and file to accept the policy of recruitment 
of workers on the basis of the uniform 
consideration of skills and abilities and 
not on the criterion of membership to the 
union. Thus the recruitment is guided by 
the prescriptive norms which arc less 
authoritarian and more humanitarian. 

One has to ha.sten to add that in the 
recruitment pattern of personnel, the 
system of authority and subordination at 
enterprise and workshop level cannot he 
abolished. But the exercise is aimed at 
guaranteeing that the individual is called 
upon to obey only technically es.sential in¬ 
structions and is not at all subjected to any 
form of arbitrary treatment or despotic 
authority. With respect to the ad¬ 
ministrative functioning of the unit, a 
positive note has been struck with the Thta 
Electric Company waiving 80 per cent of 
the outstanding dues against KTL. 
Kamani Tlibes has a total outstanding 
dues of about Rs 16 lakh to Tata Electric 
Company which has been reduced to 
Rs 2.4 lakh by this waiver. A good start 
indeed! 

Critics of the workers scheme are highly 
skeptical of the marketability of KTL pro¬ 
ducts. The Indian Non-Ferrous Metals 
Manufacturers As.socialion (INFMMA) in 
its objections to the BIF'R on the workers 
scheme maintained that KTl. could not 
manufacture the quality tubes and rods 
required by the industry. It also objected 
on the grounds that on revival of KTL, 
the company would undercut and under¬ 
sell other units mamifaciuring rods and 
tubes who are engaged in production of 
simitar items and as such, their interest 
would suffer. But the BIFR report cate¬ 
gorically points out that such objections 
are not supported by any tangible data. 
The BIFR had ao h^tation in accepting 
the workers’ schente as viable. The fe^ 


lomii of Hm erst white of ire 

already in touch with KTL and it will hot 
be long before KTL captures its market. 

Today the workers at Kamani lUbes 
reali.se that they have become the masters 
of their fate with a Herculean task ahead 
of them. They cannot afford to fail nor 
can they make the slightest concessions to 
the team .spirit that enabled them wrest the 
control of the unit. The taigas are set out 
clear for them. In the first year, produc¬ 
tion of rods and tubes has been envisag¬ 
ed at 1200 tonnes and %0 tonnes respec¬ 
tively which is anticipated to increase to 
1350 tonnes and 1140 tonnes in the second 
year and 1350 tonnes and 1200 tonnes in 
the third year onwards. 

The commitment of the workers is also 
very high. They have accepted a wage 
freeze for the next three years; payment 
of wages is restricted to 75 per cent of 
wages in the first year and 85 per cent of 
the wages from the second year onwards. 
Workers have accepted a deferment of an¬ 
nual increments for a period of two years. 
In addition, workers are foregoing their 
dues for the period of the closure, i e, from 
December 1985 till the commissioning of 
the plants. Their dues prior to December 
1985 which amount to around Rs 2 crore 
will be payable only after all other dues 
are cleared. With such sacrifices the 
workers arc launching into the production 
process. They have an unenviable task of 
bringing the unit back on the rails, by 
managing on their own. It means that a 
new concept of working life is on the 
cards. The worker at Kamani Tiibes is ex¬ 
pected to know more of the production 
process, the performance of the unit, the 
marketability of the products, etc. To 
enable the workers to understand these in¬ 
tricacies of self-management, the KEU is 
seeking the support of professionals in 
planning out certain training and develop¬ 
ment programmes for the workers, to fit 
them into an emerging profile of new 
work ethic. 

Besides the various aspects of plant 
operations, certain welfare schemes for the 
families of Kamani Ribes are being 
worked out. The immediate concern of 
KEU in this regard is for providing educa¬ 
tional facilities for the workers’ children 
who were withdrawn from schools. In 
addition, certain domestic employment 
racilitie.s are being planned for the women 
of the workers so as to enable them to 
contribute to the economic stability of 
their families. Some women’s organisa- 


What are the implications of tfie KTL 
experiment? As the Supreme Court has 
observed, this is perhaps the first time a 
scheme filed by suffering workers has 
been sanctioned. Thus a heavy burden lies 
on the union and the employees of 
Kamani Hibes to revive the unit. As the 
Supreme Court marked in its concluding 
npte. “Tens of thousands of workers 
would be watching with anxious eyes the 
outcome of this bold experiment under¬ 
taken by the workers of KTL. On their 
success or failure will depend the future 
hope and destiny of tens of thousands of 
similarly situated workers. Success of this 
venture will in still new confidence and 
enable the workers to try to build their 
own future with their own hands at least 
at some initial sacrifice. Failure will be 
visited with disastrous consequences ... 
They will have an opportunity to show to 
the world that the workers in New India 
are capable of managing their own affairs, 
shaping their own destiny and building 
their own future. They will also have an 
opportunity to establish that when the 
workers are inspired by an ideal they can 
produce optimum quantity as also the 
best quality. Because: they would be 
working for themselves instead of working 
for others who often deny to them their 
legitimate dues and even deprive them of; 
such legitimate dues by appropriating to 
themselves the fruits of the workers’ 
labour. Be it also realised that the trade 
union movement, in the event of the 
success of this exercise, will be stepping 
into a new creative phase in the struggle 
of the working class to assert its identity. 
One can almost hear the footsteps of the 
new era in the corridors of future. The 
workers must thaefore ensure the roaring 
success of this scheme in this noble cause 
at any cost". The judgment ends on a 
note of cautious optimism calling for the 
success of the scheme, "so as to usher in 
a new era in the industrial history of New 
India". 

The KTl experiment is throwing up a 
debate as to whether capital employs 
labour or labour employs capital. The 
workers are too willing to prove that 
labour can not only create capital, but 
also control it. They are venturing to 
establish that the enterprise is not merely 
an economic but also a social structure 
and that it is the co-operative of human 
beings. 


BACK VOLUMES OF JOURNALS REQUIRED 

IGIOR Library would like to acquire back volumes of journals in development 
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of Peveiopment Research, Oen. tteldya Marg, (fcmjpen (Ms4 Rembay • 4000M. 
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£conoiiiic Crisis 

R G Gidadhubli 

The officially admitted inflation rate in Poland in 1988 was 65 per 
cent and the actual rate is believed to have been even higher. The 
dilemma facing the government is that measuivs to contain 
inflation are often found to conflict with the objective of reform 
and restructuring of the economic system. 


Inflation and t’olish 


POLAND is passing through a crisis 
period in its economic development which 
is reflected, among other things, in the 
galloping inflation in the last couple of 
years. While addressing the nation on the 
Polish television on new year’s eve, the 
Polish premier Mieczyslaw Rakowski 
noted that one of the fundamental issues 
before the economy was struggle against 
inflation which was eating into the vitality 
of the economy. His concern over the pro¬ 
blem IS understandable considering that 
in 1988 the officially declared inflation 
rate was over 65 per cent in comparison 
to 26 per cent in 1987, 17 per cent in 1986 
and 1-1 per cent in 1985. In the opinion 
pf some Polish economists, actual infla¬ 
tion rates were higher than the official 
rates. Inflation contributed to the change 
in the leadership of the government in 
September 1988. ^ 

The problem of inflation is partly the 
cumulative effect of economic mis¬ 
management of foreign debt in the 1970’s 
and of socio-political upheavals during 
the Ia.st over a decade. But it is also due 
to various attempts to reform and restruc¬ 
ture the economy in the last few years. For 
instance, some Polish economists pro¬ 
posed, as a policy instrument, the 
‘opening-up of inflation' as one of the 
conditions facilitating the implementation 
of economic reforms initiated in 1982-83. 
The objective was to restructure the prices 
of goods in order to balance the consumer 
goods market. Ah idea about the wide 
disequilibrium in the consumer goods 
market can be had from the 19-fold 
increase in the money stock with the 
population between 1970 and 1986 with 
a less than three-fold rise in the national 
income in constant prices in the period. 
To some extent this phenomenon con¬ 
tinues. In 1987-88 income and wage 
growth rates were higher than the growth 
rates of labour productivity. 1 was given 
to understand during my visit to Poland 
in the autumn of 1988 that under pressure 
of certain sections of society, wages of 
.workers had increased by 75-80 per cent 
' which would come in the way of achiev¬ 
ing cota-price adjustment in the domestic 
economy. 

Moreover, in the economic system as 
eyOhed following the Soviet model, prices 


did not reflect scarcities. This led to 
irrational and wasteful use of resources 
resulting in a high cost economy. This 
situation of cost-push inflation is more¬ 
over aggravated by enterprises in different 
branches, particularly in coal mining, 
ship-building, metallurgy, etc. which enjoy 
monopoly positions with strong lobbies 
virtually dictating prices to the state. 
Hence inflation is partly forced on the 
policy-makers. 

In the opinion of Rakowski there are 
many factors which exert an inflationary 
pressure on the Polish economy—rising 
cost of fuel, delays in the fructifying of 
productive investments, inefficiency in the 
working of enterprises, large non- 
pnxluctive expenditure on ‘sodo-cconomic 
intermediate bodies’ which are un¬ 
necessary but continue to exist under the 
system, and uncontrollable growth of 
demand. Added to these is the persisting 
problem of the budgetory deficit of 5-10 
per cent of state expenditure. This deficit 
is covered by emission of ‘empty money’ 
by the National Bank of Poland. This 
policy has been followed for the last 
several years which is contributing to 
demand inflation. 

One of the major adverse effects of this 
high inflation is the devaluation of the in¬ 
convertible rioty from 180 per dollar to 
470 per dollar in April 1988. Subsequently 
Poland has been following a floating 
exchange rate policy and as a result in 
.lanuary-February 1989 the official ex¬ 
change rate was reported to be 530 zloty 
per dollar. According to Kachurba, deputy 
minister of foreign trade, this helped in¬ 
crease exports to the west and earn harci 
currency to repay the country’s huge debt. 
But in the domestic economy, inflation 
and devaluation have caused a great 
damage. Against the official rate of US 
$1 = 470z fixed in April 1988, the un¬ 
official rate in November 1988 was about 
2,500 zloty per dollar. Such a wide dif¬ 
ference between the official and unofficial 
rates has exposed the irrationality of 
prevailing domestic prices in relation to 
mternational prices. For instance, at the 
unofficial rates, one can buy 50 kg of 
bread or 10 kg of apple for a dollar, a 
reasonably good suit for $15, a good lunch 
for 70 US cents and so on. However, for 


an average Polish worker with salary of 
60,000 zloty a month, many consunw 
durables are prohibitively expensh^ 
although several essential consumer items 
such a.s bread, milk, fruits, vegeubles, etc, 
are relatively cheap. 

According to some economists, Polish 
people are holding dollars with which 
good quality imported goods can be 
bought in a wide network of Pevex (hard • 
currency) shops. As per one estimate, $3 
billion arc held officially by financial and 
other institutions and another $6 billion 
are held unofficially by the public. Lack 
of availability of high quality goods in the 
country forces the people to resort to con¬ 
version of zloty into dollars. 

Fnterprises are eager to hold dollar 
reserves under the 20 per cent retention 
scheme against exports. They will part 
with their spare machinery, raw materials, 
etc, to other enterprises for part payment 
in dollars. The high inflation rate and the 
sharply falling zloiy may affect the inflow,, 
ul foreign capital at a time when the 
Polish governmcni has been liberalising 
rules and procedures for setting up joint 
veniures in Poland. 

Notwithstanding the prevailing infla¬ 
tionary trend in the economy, in November 

1988 the Polish government raised prices 
of agricultural products by 16 [ver cent and 
a slightly higher rise was permitted for, 
milk and beef cattle. This measure was to 
meet the demands of fanning organisa¬ 
tions for ensuring the profitability of 
agricultural production and also to 
eliminate the subsidy on these products. 
The Polish government has been pursu¬ 
ing a policy of reforming and rationalis-' 
ing the price structure for agricultural pro¬ 
ducts although. 111 the short run, it may 
compound the inflationary situation in 
the country. Rise in agricultural prices will 
particularlv affect the lower income 
groups of the population. The Polish 
government has been expecting a planned 
pi ICC growth not c.xceeding 20 per cent in 

1989 so as to achieve the objective of con-; 
solidation o( theeconoinv. Bui this seems 
to be far too unrealistic considering the 
trends in the last two or three years. The 
iictual inflation rate will be much higher. 

Al.Tl KNAIIVI- SOUi HONS 

On the issue of how to control infla¬ 
tion in the country, there is no unanimity 
among various group.s of policy-makers in 
the Sejm, the Polish parliament. In the 
opinion of Alfred Wawrzyniak, Sejm 
member from the Pax Caltolic Associa¬ 
tion, “The arresting of price rises by 
administrative methods and the constant 
increasing of the scale of budgetory sub¬ 
sidies appear again to be the only solution 
to the problem of inflation”. Considering 
that the trend of economic reforms is 
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administrative methods ei odd*' 
ptric manasemenl and against subsidies, 
^ approach is not likely to be acceptable 
fiib the policy-makers at large. 

, The Polish government’s policy' to con- 
; ’ ttbi inflation consists of restricting wage 
-■jgrowth in less efficient enterprises, pro- 
■ 'ittOting savings through higher interest 
Tates on deposits, encouraging increase of 
' production of goods and .services in all 
segments and forms of economic orga- 
' idsations and the lowering of tax rales and 
' the application of uniform tax rates for 
Xall sectors stale, co-operative and 
private—encouraging greater application 
of the market mechanism, limiting of 
emission oi money and grant of credits 
and, above all, calling upon the public for 
restraint on Imarding of goods. 

It mav be worthwhile to consider cer¬ 
tain bdid measures ol the Polish govern¬ 
ment with regard to banking and mone¬ 
tary policy which have a direct bearing on 
the inflatinii i<.suc and the falling value of 
the zloty. As pei a Polish Agency Press 
(PAP) repon, nine new commercial banks 
have been set up in Poland which ended 
the monopoly of the state in the field of 
banking I'iir these banks, the Central 
Bank’s prime rate has been fixed at 44 per 
cent In turn I hese banks can fix lending 
rales lo boirowers .such as enterprises, co¬ 
operatives, etc. not c.\ceeding 66 per cent. 
Inland has also introduced the system of 
hard currency tenders so that enterprises 
can buy or .sell hard currency at market 
rates trom the organised banking system 
or exchange bureaus. This has been made 
possible by the recent enactment of a cur¬ 
rency law which has legalised transactions 
in foreign currency. Only highly efficient 
units which are able to manufacture 
highly profitable goods or organisations 
d«iling in very lucrative services alone can 


'borrow at tbrntl^ 
permitied to accept time deposits from the 
public and interest rates for time deposits 
fixed by the govemmoit range from 33 per 
cent for six months to 66 per cent for three 
years which m quite attractive for 
mobilising savings from the public The 
borrowing rate for citizens from these 
banks is fixed at SS per cent which is quite 
prohibitive Through these measures the 
Polish policy-makers hope to encourage 
savings among the population and curb 
speculation, including illegal conversion 
of zloty into dollars. But considering the 
active role of millions of individuals in 
black marketing and dealings in hard cur¬ 
rency transactions, etc, it is doubtful 
whether this objective will be achieved. In 
1988 alone the unofficial exchange rate of 
the zloty in terms of the dollar has fallen 
by nearly one-third. Hence even the ap¬ 
parently high interest rates on deposits 
may not sufficiently stimulate savings 
through the banking sector and curb 
illegal transaction of currencies. There is 
also the possibility that if banks are 
unable to find sufficient opportunities for 
profitable investment, high interest rates 
on deposits may lead to bankruptcies. 

It appears there are differences on the 
choice of policy for controlling inflation 
between the government and the party. In 
the opinion of Wladyskw Baka, politburo 
member and central committee secretary 
of PZPR, the draft version of the national 
economic consolidation plan 1989-1990 
prepared by the government does not fully 
take into account such objectives as com¬ 
bating inflation and improving market 
supplies. Disagreeing with the govern¬ 
ment’s draft plan, the central committee 
has set guidelines for economic policy in 
1989-1990 giving priority to eradicating 
the causes of inflation, regaining market 


DlMineittg WiA (Ms view KMscwtfci 
has justified the economic phut of his 
government which, according to him, has 
taken a ‘realistic approach* to the 
economic situation and (he task of in¬ 
creasing production in the country—“by 
making conditions for unrestrained, realty 
unrestrained, economic activity in all 
sectors of our economic activity”. The 
most serious problem, he says, is the grow¬ 
ing inflation, the race between wages and 
prices and the worsening market situation 
for consumer goods. He has appealed to 
the people not to hoard uimecessarily and 
have confidence in the zloty. 

in the opinion of Kolodko, with in¬ 
creasing internationalisation of economic 
relations, inflation has been an inter¬ 
national phenomenon reflecting economic 
contradictions not only within individual 
countries but on a world-scale as well. 
According to this view inflation at present 
cannot be combated within a single coun¬ 
try and any such attempt can bring only 
partial results at best. 

The Polish government under the new 
leadership of Rakowski, it is clear, faces 
the dilemma of controlling inflation while 
achieving the overall objective of growth 
and economic restructuring through 
reforms. Certain measures while intended 
to achieve one objeaive may conflict with 
the other. The expectation of policy¬ 
makers of bringing down the inflation rate 
from over 63 per cent in 1988 to 20 per 
cent in 1989 seems unrealistic The success 
controiiing inflation depends not only on 
the measures initiated so far but also on 
the improved performance of the economy 
following the much-awaited ‘round table* 
negotiations between the government and 
the opposition groups, including trade 
unions, held in February. 
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This paper depicts some features of income effects arising from food subsidy schemes typically followed in 
developing countries. The authors show that these income effects—which me important in determining consumer 
behaviour and hence constitute an important input in policy-making—depend on the kind of food subsidy schemes 
employed and that their operation could create unexpected changes in consumer behaviour. 


SEVERAL developing country govemments 
? labridiie domestic food consumption. Thus, 
’ let mmpie^ the main poiiucai parties in the 
Nadu elections emphasised the sub- 
sMised sales of rice as an important promise 
to (be electorate. Policies to subsidise food 
Ittve several implications for domestic pro¬ 
duction, black market sales, resource 
availability, inflation, etc. Any analysis of 
these issues has to consider changes in 
domestic demand as an important building 
Modi. Recently, in studying the implications 
of such policies on demand, Schneider 
(MS) has explicitly included in his analysis, 
a change in demand due to income eHects. 
A closer look at his work suggests the need 
to dearly spell out the income effects aris¬ 
ing from the operation of food subsidisa¬ 
tion Khemes. This note is an attempt, to do 
so, and to demonstrate the possibility of 
qualitative changes in the nature of the 
demand curve, as a result of subsidisation. 

Charactfrisation 

A typical food subsidy scheme in develop¬ 
ing countries consists of the government 
ffadng a ration quantity and a ration price, 
in this section we characterise the effect on 
demand of the additional income accruing 
to the consumer as a result of the subsidy 
scheme We call this the subsidy f/eci which 
is described for two types of goods—normal 
goods and Giffen goixis. 

(a) Normal Goods. In Figure I, DD is a 
tingle consumer's market demand curve for 
a food item. This is a Marshallian demand 
curve showing the quantity demanded at dif- 
Rmnt prices for a given nominal incoKK. Fbr 
normal goods the demand curve is down¬ 
ward sloping. Suppose the government 
decides to import quantity qi at Pw and 
than sell it domestically at Pi. We now wish 
to dumeterise the chai^ in the demand due 
to the operation of such a scheme, using a 
partial equilibrium framework and hence 
ignoring both the effects working through 
ether markets, and the means used to sub¬ 
sidise the product. 

Conceptually, a food subsidy scheme 
leads to an increase in income (the subsidy 
affect) because for every price above Pi the 
consumer has to spend less than he did 
larlier in order to attain his original con¬ 
sumption level. For example, take price P2, 
in P^ure 1. Without subsidisation, the con¬ 
sumer would haw desired a iewl q 2 and 
Spent an amount represented by the area 
O P2 d 2 q2. With nAsidisation, he pays a 


lower price for quantity Oqi. He is 
therefore left with an extra income, equal to 
the area of the rectangle Pi Ps AE Thus, 
one can think of the ration as having increas¬ 
ed his nominal income by an amount giwn 
by (P2 - Pi)qi. This extra income wiU lead 
to an increase in consumption on this good 
by an amount equal to m (P2 - Pi)qi 
where m is the marginal propensity to con¬ 
sume the good deHned as the a^itional 
quantity of consumption resulting from a 
unit increase in income. 

In Figure 2, the distance P2 E represents 
the extra consumption at the price P2, 
made possible by the subsidy scheme. This 
extra consumption can be similarly com¬ 
puted for different prices and the resulting 
curw LMNP represents the subsidy effect 
at different prices. A few observations can 
be made about this curve. First, until the 
price Ph this curve will haw a positive slope 
because increases in price result in income 
gains. Second, until Ph, the cuiw will be 
linear as long as m is constant, an assump¬ 
tion made in this paper to simplify the 
analysis. Above Ph the curve could haw 
eithff a positiw or a negatiw slope; the 
curve will eventually Aawto bend backwards 
because at P. the subsidy effect is zero (there 
are no desired purchase to create income 
gains). In Figure 2, the change in direction 
of the subsidy effect curw occurs at Pn. At 
the price for which the subsidy effect curve 
becomes negatively sloped, it is necessary 
(but not sufficient) that the elasticity of 
demand be greater than one. This is shown 
by the following. The subsidy effect (S) on 
consumption above Ph is given by:* 

S - m(P - Pi) q (P) 
dS 

—» mP (dq/dp) mq - mPl (dq/dp) 
dp 

> mq (1 - e) - mPi (dq/dp) 
e is the absolute'value of the elasticity of 
demand. With a downward sloping demand 
cur«, the second term on the RHS will 
always haw a positiw effect on consump¬ 
tion. Only if the first term is negatiw (i e, 

elastic demand) can ^ be less than zero, 
dp 

Finally, it is worth noting that if the goon 
depicted in Figure I were an inferior, but not 
a Giffen good (i e, negatiw marginal pro¬ 
pensity to consume), then the sub^y effect 
curw would be a lateral inversion of the 
curw LMNP in Figure 2 and would lie in 
the second quardrant. 

(b) Oiffrn Goodr.fot a Giffen good the 
subsidy effect curw LMN (Figure 4) will Ke 


in the negatiw quadrant as increases in in¬ 
come will translate into decreases in con¬ 
sumption via the negatiw marginal propen¬ 
sity to consume; The salient features of this 
curw are; first, it will always be upward slop¬ 
ing as increases in price always lead to an 
increase in income via the subsidy effect; se¬ 
cond, for prices greater than Ph and cons¬ 
tant m, the curw in Figure 4 will be linear, 
because any given rise m price leads to con¬ 
stant increases in income. However, between 
prices Pi and Ph, equal increases in prices 
lead to proportionally larger increases in in¬ 
come. Therefore the portion LM of the sub¬ 
sidy effect curve in Figure 4 is convex 

CHANCLS IN 1HF RATION QllANtn V AND 

Price Subsidy Ef ffct 

Schneider (1988) has compared the effect 
of two alternatiw schemes to reduce govern¬ 
ment expienditure on food subsidy These are, 
changing the quantity sold under the sub¬ 
sidy scheme as against changing the price 
at which It is sold. We undertake a similar 
comparison with respect to the operation of 
the subsidy effect for a normal good (see 
Figures 5 and 6). The comparison is made 
for changes of quantity and price which 
result in equal reduction in the government’s 
expenditure on the subsidy scheme 

For the original subsidy regime represen¬ 
ted by the pnee quantity vector (Pi, qi), the 
subsidy effect is LMNQP in Figure 6. Now 
the gowrnment has the choice of either 
reducing qi to q2 or increasing the ration 
price to P2 from Pi, such that they entail 
equal reductions in gowrnment expenditure 
(Figure 5). Since the gowrnment's sales 
come out of food imports purchased at a 
price Pw, the gowrnment’s expenditure on 
the initial rationing scheme is giwn by (Pw 
- Pi) qi, and is represented by the area 
PwPiXV in Figure 5. The constraint that 
the alternatiw policy choices result in equal 
reductions in expenditure is represented by 
the condition that the areas P2UXPi and 
WVXF in Figure S are equal. The subsidy 
effects corresponding to the two schemes 
(Pi, q2) and (P2, qi) are represcnt«l as 
LTRQP and HTRP respectively in Figured. 

Some explanatory ^servations pan be 
made about these curves. First, a reduction 
in the rationed quantity leads to a reduction 
in the subsidy effect, because for any given 
price a smaller quantity is bought at the ra¬ 
tioned price. The curw shifts inwards lelatiw 

* Ph could be below Pw. 
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to the earlier (Pi qi) regime. However, for 
levels of prices at and above Pc, the subsidy 
effect will be identical in the two regimes as 
the relevant quantities for which the subsidy 
applies becomes identical. Similarly, increas¬ 
ing the ration price to P2 also reduces the 
subsidy effect compared to the original (Pi, 
qi) regime. However, compared to the 
policy scheme involving a reduction in the 
ration quantity (the (Pi, q 2 ) regime), the 
magnitude of the subsidy effect is lower for 
the prices ranging between P2 and Pw. At 
Pw the two magnitudes of the subsidy ef¬ 
fects coincide on account of the assumption 
on government expenditure. This is shown 
by point T in Figure 6. At (wkes in the range 
between Pw and Ph, the subsidy effetx is 
larger for the (P 2 , qi) regime. However, in 
the price range between Pc and Ph thoe will 
be a se^d imersection poim such as R, for 
the sulMidy effect curves in the (Pi, q2) and 
(P 2 , qi) regiines. Except at P. the ma^ude 


of the subsidy effect under the latter will be 
less than that under the former, for all prices 
above Pc 

A clear policy implication of the forego¬ 
ing analysis is that even when one considers 
the subsidy effect alone, the market demand 
functions will differ dqwtding on whether 
prices or quantities are employed as policy 
instruments. Thus, the market equilibrium 
will, in general, not be the same for the two 
policy regimes. 

SOME Implications 

In this section, we show, two qiteresting 
possibilities for a qualitative change in the 
nature of the demand curve, as a con¬ 
sequence of the operation of the subsidy ef¬ 
fect under food subsidy schemes. A more 
formal characterisation is relegated to the 
appendix. 


(1) When IS a Gif/en Good Not a Gfffim 
Good? In the absence of a food suteidy ' 
scheme, the effect of a price change on 
Marshallian demand can be decomposed 
into a substitution effect and an income ef> 
lect (as distinct) from the subsidy effect 
analysed in this paper). For a Giffen goodn / 
the income effect is negative (i e, increaaiC', 
m income lead to reductions in demand) and 
outweighs the substitution effect. With d* 
lood subsidy scheme, a change in price has . 
an additional effect—the subsidy effect" 
which, for a Giffeii good, works against its ' 
income effect. At certain portions of .the 
demand curve, where the magnitude of the 
subsidy effect is large relative to the normd 
income effect (this is more likely for prices 
closer to Fi in Figure 4), there b the 
possibility that the substitution effect along 
with the subsidy effect ouiwei^ the normal 
income effect. In such an instance the de¬ 
mand curve will become downward sloping. 
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(2) When is a Normal Good Not a Nor¬ 
mal Good? Another interesting possibility 
can arise lot a good, that in the absence of 
a food subsidy scheme, is normal but in¬ 
ferior. In other words, the substitution ef¬ 
fect outweighs the negative income effect. 
With a food subsidy scheme, at higher price 
levels, an increase in pi ice leads to an in- 
crease in consumption due to a reduction in 
the subsidy effect. In Figure 2, this will occur 
in the price range PPn. At these prices the 
subsidy effect will work in conjunction with 
the normal income effect; it is possible that 
over a certain range of prices, these together 
could outweigh the substitution effea so 
that the demand curve becomes upward 
sloping. 

CONCIUSION 

In this paper we have depicted some 
features of the income effects arising from 
food subsidy schemes typically followed in 
developing countries. These income eRects 
•R important in determining consumer 
behaviour and hence constitute an impor¬ 
tant input to policy-making. We have shown 
that th^ income effects depend on the kind 
of food subsidy schemes employed and that 
their operation could create unexpected 
changes in consumer behaviour. 

^pendix 

This appendix presents a more formal 
characterisation of the possibilities outlined 
verbally in the section captioned ‘some 
implications' of the main text. 

Casel: WhenisaGiffenGoodNotaGiffen 
Good 

Let qi() and hi() be the Manhallian and 


Hicksian demand functions, respectively, of 
tire food item. With Pt being tire price, and 
Y the income level of the consumer, the 
Slutsky equation yields; 

dqi/rff*i >- dhi/dPi - m.qi (I) 

With food subsidisation, there is an ef¬ 
fective rise in nominal income (denoted 
by s), which can be represented as: 

du/dPi « qid+O-Pi (2) 

for PiPiPh, in Figure 4, 
and, 

dti/dPi »= qi •. (3) 

for Pi ^ Ph 

For a Giffen good, tte/dPi is always 
positive If a constam value of m is assumed, 
equations (2) and (3) correspond, respective¬ 
ly, to the non-linear and linear sections 
LMN in Figure 4. 

With subsidisation, the slope of the Mar¬ 
shallian demand curve becomes, 

dQi/rfPi >{(flii/dPi- mqi m [(l-feiq* 
- Pi (dQi/dPi)]} . (4) 

for Pi Pi Ph in Figure 4, and, 
dQt/dPi * {dhi/dPi - mqi 4- mqi} 

...(5) 

for Pi 5r Ph 

Since m < 0 and e > o for a Giffm good, 
the subsidy effect in equations (4) and (S) 
will work in coitjunctions with the Hicksian 
substitution effect. These two could together 
outweigh the income effect, which works in 
the opposite direction. Thus, in the presence 
of si^idisation, portion(s) of the demand 
curve could be downward sloping even 
though they are upward sloping in its 


absence. It is worth noting that the values 
of m and dhi/dPi in equations (4) and (S) 
need not, in general, correspond to those in 
equation (1). However, this does not affect 
the validity of our argument. 

Case 2: When is a Normal Good Not a 
Normal Good 

For a normal good, the increase in 
nominal income due to subsidisation can be 
represented as follows; 
dSi/dPi « qi ■. .(6) 

for Pi Pi Ph, in Figure 2, and, 

<fsi/<fPi « qi(l + e) - Pi (dqt/rfPi).. .(7) 
for Pi ^Ph, in Figure 2. 

The slope of the Marshallian demand 
curve becomes 

dQi/dPi ■> dhl/dPi - mqi -f mqi ...(8) 
for Pi Pi Ph, in Figure 2, and, 
dQ%/di?\ m {dhi/dPi - mqi + m |(l + e)q* 

- Pi(dQi/«fPl)l> .. .(9) 

for Pi ^ Ph in Figure 2. 

With m < 0 for an inferior good, the sub¬ 
sidy effect in equation (8) works in conjunc¬ 
tion with the Hicksian substitution effect; 
therefore the demand curve after subsidisa¬ 
tion must have a negative slope. However, 
in equation (9), the subsidy effect would 
work in conjunction with the income effect 
if dA/d?\ > 0 in ^uation (7). For an in¬ 
ferior good, this will occur at prices above 
PN in Figure 2. In this situation it is pos¬ 
sible thnt the income effect and subsidy ef¬ 
fect together outweigh the substitution ef¬ 
fect, leading to an upwind slo^ng demand 
curve. 

fThe views expressed in this paper are those of 
the authors and ao not necessarily reflect the 
views of any other person or any organlsatiDn.1 





Employment Generation 


R Thamarajakshi 

IVhat an the implications of the structural changes which have taken place in the Indian economy for empire- 
ment generation? What an likely to be the labour absorbing xctors in the years ahead^ Has agriculture exhausted 
Its labour absorbing potential? This paper addnsses some of these questions 


POVERTY alleviation, employment genera- 
uon and human re&ource development are 
pnncipal goal^ in the developing economies 
in Asia Many of these economies are keen 
on endogenising these in their plans This 
would require an understanding of the stnic* 
tuial changes that are under way in these 
economies and the possibilities that exist in 
dinierent sectors so that investment patterns, 
pohaes and programmes can be accordingly 
tuned In what follows, the case of India is 
presented 

There have been certain structural changes 
in the Indian economy in its gross domestic 
product and the industrial distribution of 
workforce The study deals with the period 
1960-1983 The picture in regard to growth 
of gross domestic product and sectoral 
shares thereof is presented m 'Kbles 1 and 2 

The Konomy has been growing con- 
‘sistently at the rate of around 4 to S per cent 
since 1960-61 and at a somewhat accelerated 
pace of S S per cent per annum during 
1980-81 to I98S-86 The structure of sectoral 
growth rates has not varied much between 
the pre-Seventies period and the post 
Sevenues period although there is some 
change if the quinquenmum ending 1985-86 
u taken 

There hove been substantial changes in the 
sectoral shares in the real domestic product 
While the share ot agriculture and allied 
sectors has come down sigmficantly, the 
mming and manufacturing sector and the 
rest of the economic sectors have realised a 
higher share, with the latter accounting for 
a larger portion of the percentage points 
given up by agriculture and idlied sectors 
(Abies 4 and S) 

As iqtainst this, the structure of employ¬ 
ment which remained more or less un¬ 
changed in the decade ending 1971 has 
shown some change m the following decade; 
1 1 , 1973-1983 (Abies 3 and 4) It is note- 
wmthy that compared to an increase of 38 
milhons in the employed workforce during 
the decade ending 1971, the additions were 
higher at SI milhons during the decade 
ending 1983. It may be added that during 
the Sixth Han pniod 1980-8S, employment 
was estunated to hove risen by 35 million 
standard person yean while the correspond¬ 
ing estimate is 40 million stuidard person 
years m the Seventh Plan period Thus the 
■nwnai growth of employment generated 
since 1961 lias been steadily ruing from 3 8 
milhons in the first decade ending 1971 to 
S.1 miihms in the decade ending 1983, and 
to 7 nuliion standard person years in the 
period 19804S and 8 milhon standard 


person years in the period 1985-90 (anti¬ 
cipated) ' In the two decades of this study, 
overall employment has been growing con¬ 
sistently at the rate of 2 per cent per annum 
in the first two decades (the rates of growth 
are much higher at around 4 per cent in the 
decade ending 1990) However, there have 
been changes in the sectoral rates of growth 
of employment The rate of growth of 
employment in agncultuie has almost halved 
wtule that of mining and manufacturing and 
other sectors has considerably increased 
There has been a decrease in the share of 
agncultuie and allied sectors declining from 
73 per cent to 68 per cent in the period 

1971- 1983 with the other sectors being the 
major gainers as a result 

On the basis of the aforesaid macro 
picture ot sectoral and overall growth of 
value added and employment, the employ 
ment elasticities have bem derived (Able 6) 
While the emplovment elasticity has mar¬ 
ginally declined at the aggregate level, there 
have been major sectoral adjustments The 
elasticity has declined m agriculture and 
allied sectors from 0 81 to 0 55 white it has 
almost trebled in the case of mimng and 
manufactunng and doubled in other sectors 
Since tram the available information on 
factory^ sector it is also seen that the 
employment elasticity has decbned from 042 
during 1960-73 to 034 during 1973-74 to 
1984-85. the elasticities seem to have gone 
up m the non factory sector of the manufac 
tunng sector With growth rate ol employ¬ 
ment in the registered manufactunng sector 
dunng 1970-71 to 1963-84 at 8 6 per cent, 
employment elasticity in this sector works 
out to 0 6 

What do these trends indicate*' What are 
the labour absorbing sectors in the years 
aheadt Has agriculture exhausted its labour 
absorbing potential? These are some ques 
tions which we shall try to address in what 
follows The trend of labour movement away 
from agncultuie has to be seen in conjunc 
tion with (a) the (Served phenomenal in 
crease in tracton (223 per cent dunng 

1972- 82) and (b) the increase in real cost of 
intensification of modern inputs (compared 
to a two-fold increase m modem mput in the 
agncultuie between 1970-71 and 1981-82 and 
an increase of 30 per cem in gross irrigated 
area between 1970-71 and 1978-79, value 
added from agriculture rose only by 20 per 
cent) Even the detenoration in terms of 
trade observed since 1973-74 is perhaps more 
a reflection of the acceleration in demand 
for modern inputs by agriculture Had 
agncultuie grown at a faster and commen¬ 


surate rate, it could have strengthened the 
process of industrial growth, led to a r 
slackening of industrial prices and resulted 
in a different scenario of relative price” 
behaviour 

It would be useful to examine the trends 
in value added, workforce and capital for¬ 
mation in these two periods The incremen¬ 
tal capital labour ratios and capital-output 
ratios worked out on the basis of relevant 
information are given in Able 7 

It IS observed that in the emerging labour 
absorbing sectors of non agriculture, both 
the incremental capital-labour ratio and the 
incremental outpui-labour ratio have decbn¬ 
ed However, while ir the case of mimng and 
manufacturing, the latter has declined faster 
than the former resulting in an increase in 
the incilmental capital-output ratio, the 
decline in the latter in other sectors has not 
been as fast as in the former thereby, 
resulting in a decline in the incremental 


T ABt k I Crow th ov Ciross Domi si k 
Proiih r 

(Al 1970 71 Prices) 


Sectors 

I960 61 

1970 71 

1980-81 


ID 

to 

to 


1970 71 

1983 84 1985-86* 

(1) Agriculture and 

allied activities 

26 

25 

27 

(2) Mining and 

Manufacturing 

66 

59 

97 

(1) Others 

65 

7 3 

62 


44 

48 

55 


Nolei * Based on Revised Senes of Nattonid 
Income issued by Ihe r entral 
Statisiical Organisaiion, Depanr.ieitt 
of Statistics, Ciovernment of India, 
1988 (at 1980 81 pri.es) 

(1) Based on National Accounts 
Statistics 

(2) These are simple rates of growth 
using end points ol the period 


TABI I 2 SHARk Oh SrciORs IN Rfal 
O oMhsnc PROuun 
tAt 1970 71 Prices) 


•sectors 

I960 61 

1983-84 

(1) Agncuhure and allied 



sectors 

54 2 

38 6 

(2) Mining and manufac 



luring 

132 

16 6 

(3) Others 

32 6 

448 


100 0 

1000 
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TH-Tj 


(X 





Isetcgs 

1961* 

1971* 

1W2,7|»+ 

W83** 

(1) Agricutture and allied 

13710 

167,33 

1749 

1967 

^ MSnlng and manufacturing 

1961 

22 37 

218 

321 

(3)OtlMts 

3126 

37 17 

396 

586 


188 67 

22687 

2363 

287 4 


^ .^tibuUMofwprtrfbiiw 

liMkmrf by ninl and lubail 


Nota * Government of India C en&m of India, the 1971 figuiei have been adjusted to make 
thnn comparable with the 1961 C entus Figutet The estimates of labour foice in 1971 
given above are derived estimates by applying the age-sex residence usual status rates 
of 27th Round of NSh to the similar distnbution of 1971 population Workforte 
estimates are derived by subtraiting chronic unemployment estimates from the labour 
forte estimates 

** Government ol India National Sample Survey Organisation 


capital-output ratio in these activities In 
ggnculture, both intremental capital labour 
ados and output labour ratios have iiicieas 
ad, the former at a faster rate than the Utter 
anitting in an increase in the intremental 
capital-output ratios 
Despite a decline in employment elasti 
dties, agneuiture continue to be the domi 
yumi sector of labour absorption m absolute 
a well as lelative terms Out of total employ- 
tMiit created of the order of 287 4 millions 
ip the economy m 1983, agriculture inovided 
employment to 196 7 millions, ic; 68 per cent 
of the workforte The total em^oyment in 
ttw next three sectors in importance, via 
manufacturing, community services and 
trade accounted for only 36 per cent of the 


1 ABLi- 4 ( IIANI 1 S IN DiMRim TION 
Ol 1 MPinVMINI 


Sectors 

t96l 

1971 

1981 

(1) Agriculture and 

allied 

(2) Mining and 

"3 0 

7t8 

68 4 

manufacturing 

104 

98 

II 1 

(3) Others 

16 6 

16 4 

20 1 


1000 

1000 

KNHI 


TABIbS ANNUAI CiROWIIIOI rMVLUYMINI 

[Per teat) 


Seaors 

1961 7t 

1972 73 
to 1983 

(1) Agriculture and allied 

21 

1 1 

sectors 



(2) Mining and manuCac 



luring 

14 

4 3 

(3) Others 

19 

44 


2 0 

20 


Tabie 6 EMPUWMiNr ti sMumisis 
Indian f <i>nom> 


employment in agriculture flbUe 8) Further, 
agricidture had absorbed nearly 22 millions 
of additional workers and had accounted for 
43 per cent of additional employment 
generation in this penod Also effective 
labour utilisation defined as a ratio of 
estimated employment in different sectors m 
normative terms of standard person years to 
the actual employment of persons was 
around 50 per cent in the case of agneuiture 
compared to 80 per cent or more m other 
sectors indicating thereby the need for fuller 
employment of those already working m 
agriculture ’ 

Wi may try to analyse how much more 
additional employment m agneuiture should 
have created had the structure ol employ¬ 
ment in 1983 remained the same as in 
1972 73, and if the overall growth of employ 
mem of the order ot 5] million had still 
taken place Under such hypothetical 
assumptions, agriculture should have 
accommodated additional workfoice of 16 
million over and above the actual additional 
employment generation oi 218 million m 
that sector It we examine the structural 
distiibuiion of the workforce by organised 
and unorganised sectors, it is as shown m 
Thble9 

Out oi the additional employment 
generated of the order of 51 ouilion, 46 
million have been created in the unorgamsed 
sectors It would therefore, appear that the 
16 million who could not get jobs m 
agriculture have gone to the unorgamsed 
sectors other in the rural sector or in the 


geetokA la Ibbte 10, onumni (3) and 
show the egflmated emidoymem in diffcim 
mduginal sectors of the rural and urban 
lecton that would have got created under 
assumption of no structural change diffemi 
fiom 1972-73 Coluiniu (4) and (7) show thg 
actual employmem generation these years. 

The intersectoral flows of workforce 
which have occurred can be summarised as 
tn Ihble 11 

In other words, with the overall growdi of 
employment in the decade, agneuiture and 
allied sectors in the rural sector could not 
provide additional jobs of the order of 17 2 
millions This is the result mainly of agri¬ 
cultural production itsdf not bei^ able to 
provide 25 million addmonal jobs However, 
livestock has provided 8 6 million jobs over 
and above the 2 million additional jobs 
which It should have provided if there was 
no structural change. At the same time, the 
agnculturd sector in the urban sector has 
provided additional jobs to the tune of 1.2 
million It may, therefoiA be assumed that 
the diversification has occurred m terms of 
(i) agriculture m urban sector, (u) livestock 
in rural sector, (lii) non-agncultunl activities 
in rural (8 7 imllion) and urban (7 3 mUlion) 
sectors More specifically, the labour absorb¬ 
ing non-agncultural sectors in the rural 
sector are manufactioing (2,8 milium), trade 
(2 0 million) and community services (17 
million) In the urban non-agncultural sec¬ 
tors, the labour absmbing sectors are manu¬ 
facturing (2 3 milhon), trade (15 nulhon) 
and commumty services (10 million) 

Alongside this structural divetsificauon of 
lyorkfotce, however, there has been an in¬ 
creasing casualisation of rural labour and 
a huge number of marginal holders have 
become available for and primarily depen¬ 
dent on wage labour Hw pn^u^on of 
casual wage labow m the rural workforce 
has increas^ from 22 per cent to 29 per cent 
mthuperiod Fifty-five per cent of princ^ial 
workers bdonged to families bdow the 
poverty line m 1983. Tecnty per cent of the 
workers were ready for additumai work. 

Wldie part of the diversifintum of 


Tabu 7 iNTRrMpNTAi Capital Output and CAPrrAi-LAaoim Ratios 
(At 1970-71 Prices) 


Sectors 

Incremental 

Incremental 

Incremental 


Capital-Output 

Capiud-Labour 

Output- 


Ratios 

Ratios 

Labour Ratios 


1960-61 1970-71 

1960411 1970-71 

I9604I 1970-71 


1970-71 1983-84 

1970-71 198344 

1970-71 1983-84 


Sectors 


(1) Agriculture and allied 

(2) Mimng and msnufsc 
luring 

(3) Others 


Pre Post Agricullureund allied 


Sesrnties Seventies 

sectors 

307 

477 

3754 

9003 

1224 

1888 


(2) Mining and manufacturing 

7 88 

1010 

62132 

44597 

7971 

4416 

0 81 OXS 

(1) Others 

6 32 

559 

57730 

33858 

9139 , 

6060 


Total 

5 58 

6J» 

16421 

23501 

2941 

37fi9 


0 29 0 61 The above lesuhx art based on (fiestinudci of ODP at constant (1470-71) ]irl()Ss(NAS)s 

( 11 ) estimates of OroasOoniMtic Capital Formatioo nguietatc!OOiMK(l9fl^?l)pri^ 
04 X 043 by MUors and total (NAS) and (m)estiroatn of workfone figures lor lifkfVTlM 1989 

. (Tlihle 3) 


A-6 



3. I 




dcniMid pcttcras. ii nibt cleir if tbe whole 
of it could be attributed to this. Then seems 
to have operated the underlying push factor 
of rural poverty. Rural poverty is a larger 
issue than unemployment, for nal earnings 
of the rural workforce depend not merely 
on their employment-unemployment status 
but mote specifically on the quantum of 


M tlW) . 

ncntti^ wages and price l^t of consump¬ 
tion goods purcha^ fay rural labourers. 
Removal of unemplt^ent itself cannot 
eradicate rural poverty. Incidence of un¬ 
employment is seen to decline with increase 
in monthly total per capita expenditure of 
the household.^ The correlation between in¬ 
cidence of poverty and agricultural produc- 


Tablf. 8: Industrial Distribution or WoRKroRtt, 1972-71 ro I98.V 


((n millions) 

SI Industry Group 

No 

1972-73 

1983 

Increase 

Rsi Cent 
Change 

1 Agriculture and allied activities 

174.9 . 

196.7 

21.8 

42.7 

2 Mining and quarrying 

1.0 

1.7 

0.7 

1.4 

3 Manufacturing 

20.8 

30.4 

9.6 

18.8 

4 Electricity, gas and water supply 

0.4 

0.8 

0.4 

0,8 

S Construction 

4.3 

64 

2.1 

4.1 

6 Ttade, restaurants and hotels 

11.9 

18.0 

6.1 

11.9 

7 Transport, etc 

42 

7.0 

2.8 

5,5 

8 Finance, etc 

1.1 

1.9 

• 0.8 

1.6 

9 Community services, etc 

17.3 

23.2 

5.9 

11.5 

10 Others 

0.4 

1.3 

0.9 

1.8 

Tbtal 

2.36.3 

287.4 

51.1 

100.0** 


Notes. • Ba.scd on National Sample Survey Data. 
** Total will not tally due to rounding off. 


Tabu 9; Sectorm DisiRiBUtiON of Additional EMpmvMFNT Generaiion by 

ORLiANISF.D AND llNOHOANIStU Si t TORS 


(m millions) 


SI .Sectors 

No. 

Total 

increase 

Organised* 

Sector 

Unorganised 

Sector 

1 Agriculture and allied sectors 

2 Mining, manufacturing, electricity, gas and 

21.8 

0.2 

21.6 

water supply and conslriictiun 

12.8 

1.7 

II.I 

3 Services 

16.5 

3.2 

13.3 


51.1 

5.1 

46.0 


Note: • Government of India, Ministry of labour, Directorate-General of Employment and 
Training. 


Table 10; Anaivsi.s of Chanofs in tmf Indusimiai Disiribution of Workforll 

Un millions) 


Sectors 


Rural 



Urban 



1972-73 

Estimated 

Actual 

1972-73 

Estimated 

Actual 



1983 

1983 


1983 

1983 

1 

2 

3 

4 

5 

6 

7 

(1) Agriculture 

169.2 

205.8 

188.6 

57 

6.9 

8.1 

(a) Agricultural production 

154.7 

188.2 

163.2 




(b) Plantation 

2.8 

3.4 

4.0 




(c) Livestock 

9.1 

11.1 

19.7 




(d) Services 

1.2 

1.5 

0.2 




(e) Hunting 

0,9 

l.l 

0.7 




(f) Fishing 

0.4 

0.5 

0.8 




(2) Mining and quarrying 

0.7 

0.9 

1.1 

0.3 

0.4 

0.6 

(3) Manufacturing 

(4) Electricity, gas and 

10.6 

12.9 

15,7 

10.2 

12.4 

14.7 

water-supply 

0.1 

0.1 

0.3 

0.3 

0.4 

0.5 

(5) Construction 

(6) Dade, restaurants and 

2.7 

3.3 

3.9 

1.6 

2.0 

2.5 

hotels 

4.9 

6.0 

8.0 

7.0 

8.5 

10.0 

(7) Dansport, etc 

1.3 

1.6 

2.5 

2.9 

3.5 

4.5 

(8) Finance, etc 

0.2 

0.2 

0.4 

0.9 

1.1 

1.5 

(9) Community services, etc 

7.9 

9.6 

10.8 

9.4 

11.4 

12.4 

(l6) Others 

0.2 

0.2 

0.8 

OJI 

0.2 

0.5 

(It) Non-agricultuie* 

28.6 

34.8 

43.5 

32.8 

39.9 

47.2 

Ibttl 

197,8 

240.6 

232.1 

38.5 

46.8 

55.3 


Noir. * Ibtal of rows (2) to (10). 
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: tiPn is negative.^ Measures to eradicates| 
pioverty have, therefore, to go beyondl 
employment programmes and should focua 1 
on agricultural production and rural f 
development. 

There is need for agricultural growth to ] 
close the supply-demand balances for dif¬ 
ferent agricultural commodities, and to'p: 
generate more rural incomes and purchas¬ 
ing power to sustain a widening rural in¬ 
dustrial and service sectoi (Thble 12). g 
There is potential for agricultural growth, ^ 
The percentage of coverage of area under |i 
HYV at the all-India level at around 52 per p 
cent shows the vast scope tor increasing the 
coverage that still exists in all the states with m 
the exception of Punjab. The closing of the P 
gaps between the potential and utilisation p, 
of irrigation would go a long way in stabilis- c - 
ing agricultural production. Thirdly, instates f 
like Bihar and West Bengal where irrigation 
coverage has gone up, cropping intensity has 
not gone up. This emphasises the need for |£ 
improvement in conveyance systems for j “ 
water, land and water development and on | 
farm investments for optimising water use; 
Fourthly, in rainfed states growing coarse [, 
grains and pulses (Gujarat, Maharashtra, 
Karnataka, Rajasthan and Madhya PradeshX f ^ 
their share in HYV area has remained more V’ 
or less static at around 30 per cent. In these < 
slates, the percentage of area irrigated has pi 
not substantially changed with the exception 
of Gujarat and foodgrain production has ^ 
not shown much of a trend. I'here is a great | j 
potential here. Finally, the safe limits in 
exploitation of ground water potential have 

ti'l 

TMIIF II: lNU.R-.L< KIKAI I'UWV Of >' 

WoRMDRd IV 7 F-I 98.3 ; 

(in millions) . 


Sectors 

Rutal 

Urban 


(1) .Agriculture and allied 



_ 

sectors 

17.: 

+ 1.2 


(i) Agricullural 




product ion 

25,0 


?! 

(lit Plaiilation 

;()7 



(nil liivesiock 

■1 8.6 



(iv) Services 

-1,3 


j.ti 

(v) Hunting 

0.4 


V' 

ivi) Fishing 

F 0.3 


■1 

(2) Non-agrieultural 

f8.7 

+ 7.3 


tolal 

8..5 

f8.5 

.li 


.Wolc * IXuived as the (tilIcrciiec between the •. ? 
actual cmplovmcnt generation and the r 
ectimaied employment generation in ^ 
1983 as pet Table 1(1 '(] 

I ■’ 

Tsiiit 12 ' Grow IM Rail, 1967-68 to 1983-84 
(Per cent per annum) 


SI Commodities 
No 


(1) Rice 

(2) Wheat 

(3) Other cereals 

(4) Pulses 

(5) Sugar 

(6) Our 

(7) Vegetable oil 


Growth Growthin f 
in Demand Production I' , 


2,75 

2.27 

3.09 

5.7? 

2.09 

0.91 

3 18 

0.35 

4.39 

3.05 

3.36 

3.05 

3.51 

1.53 








.’Stetqp 

1961* 

1971* 

I972-7J** ' 

1983** 

. (1) Agriculture and allied 

137.80 

167,33 

174.9 

196.7 

<2) Mining and nuuiufacturing 

19.61 

22.37 

21.8 

32.1 

0) Others 

31.26 

37.17 

39.6 

58.6 


188.67 

226,87 

236.3 

287.4 


Itr, * Covernnient of Intlia, Census of India; the 1971 figures have been adjusted to make 
them comparable with the 1961 Census figures. The estimates of labour force in 1971 
given above are derived estimates by applying the age-sex-residence usual status rates 
of 27th Kound ol NSS to the similar distribuiion of 1971 population. Workforce 
estimates are derived by subtracting chronic unemployment estimates from the labour 
force estimaics. 

•• Government of India National Sample Survey Organisation. 


capital-output ratio in these activities, in 
agricuhuFC both incremental capital-labour 
latios and output-labour ratios have increas¬ 
ed, the former at a faster rate than the latter 
resulting in an increase in the incremental 
capital-output ratios. 

Despite a decline in employment elasti¬ 
cities. agriculture continues to be the domi¬ 
nant sector of labour absorption in absolute 
as well as relative terms. Out of total employ¬ 
ment created of the order of 287.4 millions 
in the economy in 1983, agriculture provided 
employment to 196.7 millions, i e, 68 per cent 
of the workforce. The total employment in 


employment in agriculture (Ihble 8). Further, 
agriculture had absorbed nearly 22 millions 
of additional workers and had accounted for 
43 per cent of additional employment 
generation in this period. Also effective 
labour utilisation defined as a ratio of 
estimated employment in different scaors in 
normative terms of standard person years to 
the actual employment of persons was 
around SO per cent in (he case of agriculture 
compared to 80 per cent or more in other 
sectors indicating thereby the need for fuller 
employment of (hose already working in 
agriculture.’ 


- -. . Ill' tKn iiite muy' it 'flu 

detailed iii4(uctiin .dittribution of workforce 
and changes thereof by rural and urban 
sectors. In Ihble 10, columns (3) and (6) 
show the estimated emfdoyment in diffiernt 
industrial sectors of the rural and urban 
sectors that would have got created under 
assumiMion of no structural change tUfferenl 
from 1972-73. Columns (4) and (7) show the 
actual employment generation these years. 

The intersectorai flows of workforce 
which have occurred can be summarised at 
in Ikble II. 


In other words, with the overall growth of 
empli^ent in the decade, agriculture and 
allied sectors in the rural sector could riot 
provide additional jobs of the order of 17.2 
millions. This is the result mainly of agri¬ 
cultural production itself not being able to 
provide 23 million additional jobs. However, 
livestock has provided 8.6 million jobs over 
and above the 2 million additional jobs 
which it should have provided if there was 
no structural change. At the same time, the 
agricultural sector in the urban sector has 
provided additional jobs to the tune of 1.2 
million. It may, therefore, be assumed that 
the diversification has occurred in terms of 
(i) agriculture in urban sector, (ii) livestock 
in rural sector, (iii) non-agri»iltural activities 


the next three sectors in importance, vi/, 
manufacturing, community services and 
trade accounted for only 36 per cent of the 


TaBII- 4. C'HSNtil.S IN DlSrillHt'rKiN 
(It tMPlllVMfNI 


Sectors 

1961 

1971 

I9S1 

(1) Agricultureaiiil 

allied 

T.t.tl 

71 8 

68 4 

(2) Mining and 

manuracluring 

10.4 

9,H 

II 1 

(3) Others 

16 6 

16.4 

20 1 


100.0 

100.0 

ItXIO 


Tabu 5: Annum Growiikh EMPiorMi.Nr 


{Per tvni) 


Sectors 

1961-71 

1972-73 
to 1983 

(i) Agncultureand allied 

2.1 

1 1 

sectors 



(2) Mining and maniiOtc- 



tunng 

14 

4..3 

(3) Others 

1.9 

44 


20 

2 0 

Table 6: Empkivmini Ft astu tuts in 

Indian E<on<ims 


Sectors 

l*rt* 

Fosi- 


Seventies Seventies 

(1) Agriculture and allied 

(2) Mining and manufac- 

O.KI 

0 ,ss 

luring 

0.21 

0..37 

(3) Others 

0.29 

0.61 


0 45 

0.43 


Wc may try to analyse how much more in rural (8.7 million) and urban (7.3 million) 

additional employment in agriculture should sectors. More specifically, the labour absorb- 

havc created had the structure of employ- ing non-agricultural sectors in the rural 

ment in 1983 remained the same as in sector are irumufacturing (2.8 million), trade 

1972-73, and if the overall growth of employ- (2.0 million) and community services (1.7 

ment of the order ot SI million had still million). In the urban non-agricultural sec- 

taken place. Under such hypothetical tors, the labour absorbing sectors are manu- 

assumption.s, agriculture should have facturing (2.3 million), trade (IJ million) 

accommodated additional workforce of 16 and community services (1.0 million), 

million over and above the actual additional Alongside this structural diversification of 
employmeni generation of 21.8 million in workforce, however, there has been an in- 

ihat sector. If w examine the structural creasing casualisation of rural labour and 

distribution of the workforce by organised a large number of marginal holders have 

and unorganised sectors, it i.s as shown in become available for and primarily depen- 

Tiible 9. dent on wage labour. The i»roportion of 

Out of the additional employment casual wage labour in the rural workforce 

generated of the order of 51 million, 46 has increased from 22 per cent to 29 per cent 

rtiiltjon have been created in the unorganised ju jjiJs period. Fifty-five per cent of principal 

sectors. It would, therefore, appear that the workers belonged to funilies below the 

16 millton who could not get jobs in poverty line in 1M3. IWenty per cent of the 

agriculture have gone to the unorganised worters were ready for additional work, 

.sectors either in the rural sector or in the While part of the diversification Of 

Ta8i r 7: Incrfmentai Capital Output and Capital-Labouk Ratios 
(At 1970-71 Prices) 

Sectors Incremental Incremental Incremental 

Capital-Output Capital-Labour Output- 

Ratios Ratios Labour Ratios 



1960-61 

1970-71 

1970-71 

1983-84 

1960-61 

1970-71 

1970-71 

1983-84 

1960-61 

1970-71 

1970-71 

1983-84 

tH AgficultureanU allied 
sectors 

3.07 

4.77 

3754 

9003 

1224 

1888 

(2) .Mining and manufactaring 

7.88 

10.10 

62832 

44397 

7971 

4416 

(.3) Others 

6,32 

5.59 

57730 

338S8 

9139 , 

6060 

Ibial 

5J8 

623 

I642I 

23301 

2941 

3769 


\oie: The above results ate based on (i) estimates of ODP at constant (197()-7I) prices (NAS), 
(li) estimates of Gross Domestic Capital Formation figures at constant (1979-71) prices, 
by sectors and total (NAS) and (iii) estimates of workforce figures for 1961, t9tt 1913 
(Tiible 3). 


tirarkfcxncecoi^dlwthe KsahofcK^^ ont^oym^, their participation rates, the 
demand patterns, it is not clear if the whole nominal wages and price level of consump- 
of it could be attributed to this. There seems tion goods purchased by rural labourers, 
to have operated the underlying push factor Removal of unemployment itself cannot 
of rural poverty. Rural poverty is a larger eradicate rural poverty, incidence of un¬ 
issue than unemployment, for real earnings employment is .seen to decline with increase 
of the rural workforce depend not merely in monthly total per capita expenditure of 
on their employment-unemployment status the hou.sehold.'* The correlation between in- 
but more specifically on the quantum of cidence of poverty and agricultural produc- 
Tauu S: Indi'stkiai Diviribuikin or Wf)RM()k(i, 1972-73 to 19(13* 

(in ini/iionM 


SI Industry Group 


1972-73 

1983 

Increase 

IVi ( eiii 

No 






Change 

1 Agriculture and allied activities 

174.9 

1967 


21.8 

42.7 

2 Mining and quarrying 


1.0 

1 7 


0.7 

1 4 

3 Manufacturing 


20.8 

.30 4 


9.6 

18.8 

4 Electricity. ga.s and water supply 

0,4 

0 8 


0.4 

0.8 

5 Construction 


4,3 

64 


2 1 

4 1 

6 Trade, restaurants and hotels 


11.9 

18.0 


6.1 

ii.y 

7 Transport, etc 


4.7. 

7 0 


2.8 

S 'I 

8 Finance, etc 


It 

1 9 


■ 0.8 

1.6 

9 Community service.s, cti 


17.3 

23 2 


5.9 

11,5 

10 Others 


0.4 

1.3 


09 

1.8 

total 


2.36.3 

287.4 


51.1 

100.0** 

* Based on National Sample Survey Data 





** lolal will not lallv dm 

; 10 rounding olf 





Iabis 9; Sn niRAi Disiriiuiiion oi Aooiiionm bsifnnMl.Ni Gintrviiun u\ 
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(in millions) 

SI Sectors 



Tola) 

Organised* 

t'norganiiiCd 

No 



Increase 


Seicor 

Seitoi 

1 .Agricultureand allied sectors 



21 8 


0.2 

21 6 

2 Mining, maniifactuiiiig, clcclricily, gas and 





water supply and coiisiriiclioii 



12 8 


1.7 

11 1 

3 Services 



18. ■; 


3.2 

H..1 




M.l 


5.1 

46.0 

Note: * Governmem of India, Ministry ol Laboiii, Diieitoiaic Ciencral ot b.niploynieiii and 

Training 







Tabu 10 Anaivms ot ('hani.i s in 
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(in millions) 

Sector,v 


Kuial 



Irhan 


1972-73 

l-'stimated 

Acmal 

1972-73 Estimated Actual 



1983 

1981 


1981 

1 1981 

I 

2 

3 

4 

5 

6 

7 

(I) Agriculture 

169 2 

205,8 

188 6 

<,.7 

6 9 

8.1 

(a) Agricultural production 

154.7 

188.2 

163 2 




(bj Plantation 

2.8 

3 4 

4.0 




(c) Livestock 

9,1 

11.1 

197 




(d) Services 

1.2 

1,5 

0.2 




(e) Hunting 

09 

1 I 

07 




(0 Fishing 

0.4 

0.5 

0.8 




(2) Mining and quarrying 

0.7 

0.9 

1 1 

0.3 

0.4 

0.6 

(3) Manufacturing 

(4) Electricity, gas and 

10 6 

12 9 

1.5 7 

10.2 

12.4 

14? 

water-supply 

O.I 

0,1 

0.3 

0.3 

0.4 

0.5 

(5) Construction 

(6) Trade, restaurants and 

2.7 

3.3 

3.9 

1.6 

2.0 

2.5 

hotels 

4.9 

6.0 

8.0 

7.0 

8.5 

10.0 

(7) Transport, etc 

1.3 

1.6 

2.5 

2.9 

3.5 

4.5 

(8) Finance, etc 

0.2 

0.2 

04 

0.9 

l.l 

1 5 

(9) Community services, etc 

7.9 

9.6 

10.8 

9.4 

lt.4 

12 4 

(Id) Others 

0.2 

0.2 

08 

0.2 

0.2 

0 5 

(11) Non-agriculture* 

28.6 

34.8 

43.5 

32.8 

39.9 

47.2 

Tbtal 

197.8 

240.6 

232.1 

38.5 

46.8 

55 3 


Note: • Tbtal of rows (2) to (10). 


tion is negative.^ Measures to eradicate V 
pos'erty have, therefore, to go beyond 
employment programmes and should focus V 
on agricultural production and rural', 
development, j- 

There is need toi agricultural giowth to I 
close the supply-demand balances tor dif- \ 
terenl agncultutal commodities, and to ’ 
generate more rural incomes and purchas-' 
mg power to sustain a widening rural in- j 
du.strial and service sccioi /Table 12). 

I here is porenfw/loi agnciiltuial growth. 
The iieicentage ol cover.ige ol area under ' 
MYV at the all-India level at aiound 52 per > 
cent sliows the vast scope foi increasing the ■, 
coverage that still exists in all the slates with 
the exception of Puniab. The closing ol the 
gaps between the potential and utilisation ; 
of II 1 igation would go a long way in stabilis- <’ 
iiig ugiicultural production Thirdly, in states 1 
like Dihai and West Bengal w here iirigation 
coverage has gone up, cropping intensity has 
not gone up, I his cniphasiscs the need for • 
iitiprovcmcnt in conveyance systems for ; 
water, land and water development and on 
larm investments tor optimising w'aier use. r 
loiirihly, in raiiifed stales growing coarse ' 
grams and pulses (Gujarat, Maharashtra. ' 
K.ainatuki). Rajasthan and Madhya Pradesh), ! 
ihcir share in HYV area ha.s remained more 
ol less sialic at aiound 7() per cent. In these 
stales, the percentage ol .irca irrigated has 
not substantially changed with the exception 
of Ciujarat :ind foodgrain production ha.s 
not shown much ol a trend. 7 here is a great 
potential here bmallv, the sate limits in 
exploitation ol gioiind waiei potential have 


1 Oil I It iMI II .11 i lows* Ol 

W.iKMotii 1 M7t |9Xt 

(/n iiiiltifjns) 


Sa i (1 f s 

Kill ill 

Uiban 

. 

• - - 

— 

(It Agiiiulluicaiid allied 


i: 2 

1.2 

(il -Nk'llLlliruiai 

pftHliK tlOII 



(It* (ManUtiit^n 

• ii ■' 


li>n l.iscsfuct 

t 8 6 


ii, 1 Services 

1.1 


\s) Hnrniiij- 

OA 


ISlt 1 IsIllllC 

1 0.1 


l.l! Niiil .igncullin.il 

1 8 7 

1-7.3 

Isll.ll 


1 8.5 


• Dciived as the diits'ieiue between the , 
acOial emi'lovmcnl geneiaiion and the i 
cslinialcd eniploMiieiil gvncralion in 
I98.'l ,is iiei lablc 10 


I Ain 1 L’ tiKiiwi 

M R \n . 1967 68 111 1983 84 
(l\i ci rii pi’i annum) 

Si Cominiiditics 

tjiowi h 

tiiowihiii 

N(. 

in Deriiand 

Prndiivlion 

(1) Riee 

2 -’5 

s 

(2) Wheal 

> 09 

s 

(i| f)thcr cereals 

2 09 

0 91 

14) Pulses 

1.18 

0 35 

(5) Sugar 

4 19 

3,05 

(6) (iur 

1.16 

1 05 

(7) Vegetable oil 

1 51 

1.51 
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ctoiaed only in rork statn and tdili$a> 
fion in many other regions is available. 

In (he light of the aforesaid trends in 
Rtructural changes in employment and pro¬ 
duction. the principal elements of develop¬ 
ment strategy which would need stress in the 
years ahead for sustaining a productive 
diversification of workforce could be spelt 
out as under; 

(i) Incrca.sed thrust is needed for 
accelerating agricultural growth and reduc¬ 
ing fluctuations. Subsidies and price policies 
as arlso other macro policies have to be 
oriented to specially expand production in 
minted agricultuial areas, areas of high 
poverty and small and marginal farmers with 
emphasis on invesimenl in lubewelLs by small 
and marginal farmers through group 
investment. 

(ii) Massive production-oriented invest¬ 
ment in rural iiilruslructure covering rural 
electrification and energisation of pump- 
sets, rural pucca roads, rural communica¬ 
tions, land and water development, soil con- 
seivaiion .should he undertaken. 

(iii) Increased emphasis on provision of 
social consumption goods and services to 
rural areas is needed to raise the quality of 

' life of the rural sector. i 

(iv) Items (ii) and (iii) above should be 
dovetailed into a massive wage empieVyment' 
programme for providing wage employment 
to the hard core poor at mimmum wages. 
Wage employment programmes should, 
include skill component. 

(V) Technology upgradatioii of rural in-, 
du.stties and service units has to be accorded 
high priority 

Notfg 

1 The rigure.s lor the Plan periods I9K0-85 and 
IU8.S UO arc based upon esitmates of likely 
enipinvmcnt generation corresponding to 
oiilptit growth a.s given in Ihc Plan docu¬ 
ments. (.lovernment of India, Plannirg Com- 
misMon, Seventh Plan Document, Chapter 
5, pp lli-tis 

2 Ciovciiinieiii ol India, Dcpariment ot 
.Smiisiics, Annual Survey of Induslncs 

i I ising the norms of employnicnl per unit of 
ouipm in differeni sctiors on the basis of 
obseiv'cd data in lire past, estimate of 
eniployiiicnl general ion can he made in stan- 
daid (leison scats (vifA'Ciovcrnmcnt of India, 
Seventh Plan drvumeni. Chapter 5 and Sixth 
Plan document. Chaplet *>), 

4 Workctl out on the basis of intoimaiion in 
die .IKih Hound of the NSSO on Employ- 
mcni and Unemployment pertaining to 198it 

5 This is borne oui by both slatewise analy.sis 
ol incidence ol poverty and growth of 
agricultural production and time-series 
analysis on mcideni'C of poverty and 
agricultural production. In the former case, 
the simple coirelaiion between siatcwise 
growth rare of NDP from agriculture and 
percentage ol rural people below poverty line 
in 1983 works out lo ■ 0.J601, In the latter 
case the correlation between the percentage 
of people below poverty line and index of 
agricultuial production fur the period 
l%0 I98.« works oul lo - ().52?5. 
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I STAFF COLLEGE OF INDIA 
(ASCI) 

invites applications for the following 
Faculty positions: 

(A) BHEL PROFESSOR IN OPERATIONS 
MANAGEMENT 

QUALIFICATIONS. An established 
senior professional holding a Ph.D. in 
Operations Management or a closely 
related discipline with about 15 years 
teaching/research experience, or 15 
years managerial experience with 
demonstrated academic competence in 
the field. 

(B) FACULTY IN PUBLIC POLICY. 
ECONOMICS. EDUCATION 
MANAGEMENT. AGRICULTURE AND 
RURAL DEVELOPMENT. 
COMMUNICATION TECHNOLOGY. 
COMPUTER AND MIS. 

ORGANISATION DEVELOPMENT 
AND MARKETING. 

QUALIFICATIONS: Ph.O. or equivalent 
research with teaching experience or 
proven managerial experience in the 
field. 

Annual emoluments will range from 
Rs. 51,000 - 1,15,000. exclusive of PF 
Gratuity, LTC, Medical benefits, etc. 
ASCI provides an excellent academic 
environment for Faculty interested in 
post-experience Management ^ 

Development training, research and | 
consultancy. Faculty support includes § 
Library, Computer Centre. Research | 
Funds, Publication and Professional ** 
development assistance. 
eVs along with names of three referees 
may be sent in confidence within 15 
days from the date of this 
advertisement to DR. DHARNIP. 8INHA 
PRINCIPAL. ASCI, BELLA VISTA. 
HYDERABAD-500 049. 
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Stiracta as a Factor in Rural Poverty 

Some Cross-Section Evidence 


H S Sheri'ill 

This paper investigates the role of agrarian structure in rural poverty. A highly slewed land distribution, 
proletarianisation of sizeable sections of the rural population, widespread share-tenancy and interlocked factor 
marfcets are some of the more regressive features of the existing agrarian production relations that are supposed 
to not only inhibit the transition to a more progressive agriculture but also block even the ’trickle-down’of ben^ts 
to the rural poor of whatever little increase in farm production occurs in such a socio-economic milieu. How 
valid is this supposition? 


THE pcrsiittcnce of traditional agrarian 
structures and production relations is believ¬ 
ed to be one of the root causes of nnass 
poverty in rural India. A highly skewed land 
distribution, proletarianisation of sizeable 
sections of rural population, wide-spread 
share-tenancy and interlocked factor markets 
are some of the more regressive features of 
the existing agrarian production relations 
that arc supposed to inhibit not only the 
transition to a more progressive agriculture, 
but block, even the ‘trickle-down’ of benefits 
to the rural poor of whatever little increase 
in farm production occurs in such a socio¬ 
economic milieu.' Its importance not- 
,>vithsianding, the cau.sal role of agrarian 
structure in rural poverty does not seem to 
have been systematically examined. The 
reasons for this may be many. One of these 
seems to be that the regressive role of tradi¬ 
tional agrarian structures, being accepted 
dogmatically, is taken to be too self-evident 
to need any fre.sh empirical examination. 
Secondly, agrarian structure is too complex 
a phenomenon to be captured easily in the 
usual empirical exercises. Agrarian structure 
of a country/region, as is well known, is the 
historically evolved compound of laws, 
customs, institutions, rural power configura¬ 
tions and a host of other factors that shape 
the relations of production and govern the 
distribution of agricultural net product 
among various groups/classes involved in 
and dependent on agriculture. This com¬ 
plexity makes it difficult, if not impossible, 
to devise a suitable single empirical variable 
to represent the various facets of agrarian 
structure. Thirdly, the ‘time-trend type’ 
analysis that has dominated the debate on 
rural poverty in India in recent years, is 
simply not suitable to analyse the role of 
agrarian structure in rural poverty, as it 
changes very little even in a span of 
decades.^ Even in a cross-sectional 
framework when more than one empirical 
variable is used to capture different facets 
of the agrarian structure, the estimated co¬ 
efficients of these often do not weave a con¬ 
sistent story and sometimes some of these 
suggest conclusions that are quite dis¬ 
concerting. For example, in some of the 
cross- section studies in which land con¬ 
centration was tried as one of the deter¬ 
minants or rural poverty, its coefficient came 
out to be negative, which is difficult to 
accept given the prevailing dogma that land 


concentration is the chief villain responsible 
for rural poverty.’ Facts and considerations 
of this type have prompted us to investigate 
the role of agrarian structure in rural poverty 
in India and the results of our exercise are 
reported in this paper. 

IRANSIMISSION MU HANISMS 

III the literature one finds allusions, 
(though rarely a systematic discussion), to 
two mechanisms through which regressive 
features of the agrarian structure manifest 
and keep the mass of the rural population 
ill perpetual poverty.- One of these Ls sup¬ 
posed to operate by retarding agricultural 
development and lowering the amount of 
agricultural net product available for distri¬ 
bution, and the other operates by inequitably 
distributing this net product among rural 
classes that share and subsist on it. For con¬ 
venience of expression, the first can be called 
Agricultural Development Channel and the 
second Direct Distributional Channel. These 
two channels, however, are not simple mono¬ 
tracks, but involve a multiplicity of quite 
complex circuitous mechani.sm.s. The regres¬ 
sive features of the agrarian structure result 
ill lowering the agricultural net product itself 
via mechanisms like ; lower output per acre 
on big faims; higher proportion of un¬ 
cultivated land on big farms; and the 
disincentives in the adoption of new techno¬ 
logy created by share-tenancy and inter¬ 
locked factor markets.-' The direct distribu¬ 
tional effect of the agrarian structure aiso 
manifests through a number of routes, being 
different in the case of each sub-group of 
the rural poor according to its position in 
the matrix of production relations. Given the 
sire of agricultural net product, the incidence 
of poverty among the self-employed cultiva¬ 
ting households depends mainly on the 
degree of inequality in its distribution and 
that is directly determined by the degree of 
inequality in the distribution of land they 
operate. Poverty among sharecropping 
tenantry is supposed to be mainly due to 
excessive surpius extraction by landlords 
enabled by their near monopoly resulting 
from high degree of land concentration and 
inter-locked factor markets.’ Similarly, 

segmentation of the rural labour markets, 
the glut wage labourers in the countryside 
and their weak bargaining power resulting 
from landlessness and low political mobilisa¬ 


tion, arc believed lo manifest in low wage 
rates, irregular employment and mass 
(K>vcrty among these rural proletarians. The 
theoiciical reasoning underlying these 
mechanisms seems plausible, if not wholly 
convincing and compleic. Empirical evi¬ 
dence in their support, however, is neither 
very extensive nor free from internal 
inconsistencies. 

I'hc variables that have been often used 
to lepicscnt the agrarian structure in em¬ 
pirical studies of determinants of rural 
poverty, include: the Gini-coefficient .of 
distribution of owned/operated land; the 
Gini-coefficient of distribution of household 
asscts/consumer expenditure, the proportion 
of targe farms in rural households, the pro¬ 
portion ot agricultuial labourers among 
total wotkers in agriculture/rural areas, and 
the proportion ot scheduled castes and tribes 
in the rural population. In most of the 
studies in which it was tried, the coefficient 
of the land coiiceiuiulion variable turned out 
to be negative, wiih the embarrassing im¬ 
plication (hat greater land concentration has 
a poverty alles-iating cfleet. On account of 
that in .some of the leceni studies land eon- 
eemration variable has eithet not been tried 
as an cxplanaloiy variable or may be the 
results have not been reported, it it was tried. 
The Gini eoclficicnts of distribution of 
household asscls/consumer expenditure are 
lepottcd to have a positive correlation with 
incidence of i iiral poverty and so is the case 
for the prtiporiion of laigc farms in rural 
households that was tried as an explanatory 
variable in some studies.'’ 1 he main pro¬ 
blem with the first two of these variables is 
that theii isositive correlation witii incidence 
of rural poverty is not compicicly tree-from 
some clement of spiiriousncss; the lower tail 
of the distribution being common to both 
the explanatory and the explained variables. 
The coefficients of the other two agrarian 
structure variables that have been tried in 
some of the studies, came out with the ex¬ 
pected sign.s; both proportion of agricultural 
labourers as svcll as propoiiion of scheduled 
casies/iribcs population are found to be 
jHisitively correlated with the proportion of 
rural population below the poverty line;’ 
Even in the case of these two variables, 
however, some taint ol spurious correlation 
makes the re.sults less reliable. This 
spuriousness results from the fact that 
agricultural labourers form the single largest 
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sub'group of the total ptoor in rural areas 
and most of the agricultural labourers 
belong to scheduled castes and tribes group. 
On the whole i wo aspects of i he existing em¬ 
pirical evidence on the role of agrarian strue- 
lure ill rural poverty deserve special atien- 
lioii. One is the negative correlation of land 
conccntialion wnh incidence cif rural pover¬ 
ty that cannot be wislied away merely by 
diopping It as an cxplaiiaioiy variable. The 
second is the apparem iiiiemal inconsisten¬ 
cy in the cnipiiical oulciii-c icsulting from 
the negative and positive coireiatinns with 
lural poveitv, o| land concent ration and pro¬ 
portion ol agncnliiiial labourers variable 
respcclivvly. 

VaKI.M1I IS, OAIA a,M l Mi IIIODOIfK.V 

lo bepin with we used ihe following 
variables lo caplure the main Icaiures ol thi 
agiuriaii structure; 

1 Ihe (lini coefficient ol disiiibtilion of 
operational holdings 

2 'I he proporium ol agricultural labourers 
in total workets in agticulliirc. 

.2 The piopoitum ol tolal opeiated areas 
leased III 

4 Ihe ptoporlion of tolal operated area 
lea,sed m on sliaie rent. 

Since the agraiian siriicture is likely to 
alfect diflenmi luial elasses dilfeieiilly 
dependinj! on Ihe nature and degiee ol then 


involvement in the ngrieoHuriil 
process, we used the following four depen^ 
dent variables to allow for such differential 
effect: 

1 Per cent of all rural households below 
the poverty line. 

2 Per cent of cultivator households below 
the poverty line. 

i Per cent of agricultural labour 
households below the poverty line. 

4 IHir cent of households in other occupa¬ 
tions below the poverty line. 

.State-wise cross-section data for the early 
seventies were used for all these variables." 
Rank correlations and regression models 
were used to analyse the effect of agrarian 
structure variables on the incidence ol rural 
poverty. To disentangle the two effects of 
agrarian structure (one operating via agri¬ 
cultural development and the other via direct 
distributional channels), the following two 
regression models were estimated and used. 

(1) Xi - an s bi 2 J Xi + bin Xi 

(2) Xi --a: -I bi 2 X 2 

Where Xi, Xr.Xi, rcprc^ni imidcncc 

ol rural poverty, agrarian structure and level 
of agricultural development. The coefficient 
of agrarian structure variable X 2 in equa¬ 
tion I (bi 2 }) indicates the direct distribu¬ 
tional effect of agrarian structure on in¬ 
cidence of rural poverty. The change imthis 
coclficient when we drop agricultural 
development explanatory variable Xi and 


come of tHe iitdired ^ect of the 'ggmriih 
structure on the incidence of rural poverty, 
operating via agricultural development 
channel. The total effect of agrarian struc¬ 
ture on rural poverty b«ng the sum of these 
two effects, is indicated by (bi 2 ). It may be 
mentioned that, 

(bl2-bl2 j) = bl3 2 X bj2 

Where bn 2 indicates the impact of 
agricultural development on incidence of 
rural poverty and b )2 is the estimate of the 
effect of agrarian structure on agricultural 
development. So the effect of agrarian struc¬ 
ture on rural poverty, operating via the 
agricultural development channel is the pro¬ 
duct of its effect on agricultural development 
and the effect of agricultural development 
itself on the incidence of rural poverty. Even 
when more than one variable is used to 
represent different facets of the agrarian 
structure, their respective effects on the 
incidence of rural poverty can be similarly 
decomposed.'’ This decomposition of the 
total effect will enable us to compare and 
evaluate the relative magnitude and direc¬ 
tion of the two effects of agrarian structure 
variables. Furthermore, it is expeaed to shed 
more light on the seemingly puzzling poverty 
alleviating effect of land concentration 
observed in some of the previous studies. 

EMPIRICAI Rt-SlILl'S 


Tabi I 1; Rank Corki.i ations At-nAKiAN STRUcTURt Variables and Rural Poverty 
Independent Variable Dependent Variable: Per Cent in Poverty Among 


I land concentration 


Dependent Variable: Per Cent in Poverty 

Among 

All Rural 

Cultivators 

Agricultural Other 

Labourers Occupations 

0.287 

-0.340 

-0.311 

-0.234 

0.548'’ 

0.380 

0.230 

0.165 

0.080 

- 0.010 

-0.114 

0.030 

0.060 

0.010 

0.015 

0.140 


3 Fsteiit ol tenancy 0.080 

4 Extent of share tenancy 0.060 

Sole: b indicates significant at per cent level. 


T Min 2- 1 \M> CiiM I MRM'inN. I'ROIHIKMON HI A-.RI< I'llURAl. LABOURERS AND iNflDE-NCE Ol 
Ri'mm Post an. Kk.ki-ssion Risulis 


Uepciuleni Vai lahle 


I' Miniated R egress ion Coefficie nts_ 


(IVr ( cDi III I’ovcnv Among) 

R- 

Land 

Content- 

ration 

Propor¬ 
tion of 
Agricul¬ 
tural 

Labourn-s 

All itiral 

~o!398~ 

-70.385 

0.540* 



(I.S8) 

(3.17) 


0.663 

-28.284 

0.531* . 



(0.76) 

(4.03) 

Cultivators 

0.138 

-58.385 

0155 



(1.29) 

(1.47) 


0.646 

-9.245 

0143* 



(019) 

(2.10) 

Agricultural labourers 

0.253 

-123.400 

0.375 



(1.68) 

(112) 


0.527 

-79.141 

0.246 

Other occupations 

0.235 

-IS 

a 


H5.710 




0.406 rlMm* 40-346 


Preliminary probing of the impact of the 
agrarian struct ure on the incidence of rural 
poverty was done with rank correlations. 
These correlations between agrarian struc¬ 
ture variables and poverty variables are 
presented in Table I. Consistent with the 
previous evidence in the literature, Land 
Concentration has a negative and Propor¬ 
tion of Agricultural Labourers a positive 
correlation with the incidence of poverty 
among rural households as a whole, as well 
as among its three occupational sub-groups. 
Although only one of these correlations is 
statistically significant, the very persistence 
of these relations lends weight to the thesis 
that these two facets of the agrarian struc¬ 
ture may have a substantive influence on the 
incidence of rural poverty. The two tenancy 
variables, on the other hand, have very low 
correlations with the poverty ratio and even 
their signs are not mutually consistent and 
that puts the influence of tenancy as such 
on rural poverty in considerable doubt. 

lb further analyse the effect of agrarian 
structure on rural poverty, a number of 
regression models were estimated. In these 
exercises (results detculed in Thble 2K impor¬ 
tant featurra of the agrarian struaure were 
lOugHi to be captund by entering Land Con- 
^tration and Proportion of Agricultural 
Udrouien variables tocher as explanatory 
wiables. Ibnancy variaUes were ignored on 
account of the fehowing coAsidentions: 
<i)> their hwv aM ttuttmUy inconristent 









- HR* istttong cnitivtting housdtcikls; Mid 
(iii) sntsH number of observations did not 
permit the entry of all the four agrarian 
structure variables together. Regression 
models were estimated by controlling as well 
as leaving free the effect of agricultural 
development on rural poverty. For this 
purpose the level of agricultural development 
was defined in terms of average per capita 
income of the agricultural population during 
the years 1970-71 to 1972-73. The negative 
relation of l^nd Concentration and the 
positive relation of the Proportion of 
Agricultural Labourers with the incidence of 
rural poverty persists even in these regres¬ 
sions reported in Table 2, though it is 
statistically significant only in the case of 
the latter. 

Using the cconomecric procedure outlined 
earlier, the estimated coefficients of l.and 
Concentration and Proportion of Agri¬ 
cultural Labourers Variables given in 'lable 2 
were decomposed. The results of this decom- 
, position exercise arc presented in Table 3 and 
reveal that whereas l..and Concentration af- 
■ fccts the incidence of ryral poverty more via 
the agricultural development channel, Pro- 


pontoii of Avricultuml Liftmunrs variables 
has a more pronounced direct distributional 
effect. The asymmetry in the magnitude of 
these two effects of the agrarian structure 
variables on different rural clas.ses is also 
quite revealing and looks plausible. Mo.st of 
the effect of Land Concentration on the 
poverty of cultivator hou.scholds is transmit¬ 
ted via agricultiiial development, in contrast 
to the other two ocaupational classes, in the 
case of which direct distributional effect of 
land Concentration is more pronounced. It 
is also noteworthy that the effect of Land 
Concentration via both the channels is 
poverty alleviating. In the case of Propor¬ 
tion of Agricultural {.abourers variable, on 
the other hand, the direct distributional 
effect is much more pronounced compared 
to the indirect effect operating via agri¬ 
cultural development, which in fact, is 
negligible except in the case of the agri¬ 
cultural labourers class itself. It may also be 
|ieen that in the case of this agrarian struc- 
lu're variable, effects operating via both the 
channels are poverty aggravating. An ovei- 
view ol the results of our exercise and 
empirical evidence available in the literature 


Table 3: Decomposition of Effects of Land Concentraiion and Propor:iion oi 
Acricui ruRAi Labourers Variabi f.s 


D^bendenl Variable 

Land Concentration 

Proportion of Agricultural 

(Per Cent in Poverty 

Direct 

indirect 

Labourers 

Among) 

Distributional 

Effect via 

Direct Uistri* 

mdircciEnect 


Effect 

Agricultural 

butional 

via Agricultural 



Development 

Effect 

Development 


A 

B 

A 

B 

All rural 

-28.284 

-42.101 

0.531 

0.009 

Cultivators 

- 9.245 

-49.140 

0.243 

0.012 

Agricultural labourers 

-79.141 

-44.140 

0.246 

0.129 

Other occupations 

-44.831 

-29.421 

0.300 

0.007 


Note: I Worked out from estimated coefficients given in Table 2. 
2 Tbtal effect ^ (A-fB). 


Table 4: Ratio oi Auriculturai Labourers to Medium and Big Farms and lNriDi-rax= oi 
Rural Poverty: Rank Correi.ations and Regressions 


Dependent Variable Rank Cor- 
(Per Cent in Poverty relations 
Among) with ‘Ratio 

of Agri¬ 
cultural 
Labourers 
to Medium/ 
Big Farms’ 


Estimated Regression Coefficients 

Ratio of Agricultural Intercept 
Agricultural Develop- 
Labourers ment 
to Medium/ 

Big Farms 


Equation 

No 


Ail rural 0.522" 

0.122 

0.393 

(1.58)^ 


39.551 

la 

Cultivators 0.480" 

0.451 

0.448" 

(2.14) 

-0.470* 

(3.10) 

61.597 

lb 

0.020 

0.137 

(0.59) 

-0.528* 

(4.63) 

33.409 

2a 

Agricultural Labourers 0.482" 

0.S81 

0199 

(1.26) 

58.135 

2b 

0.086 

0.271 

(1.06) 

-0,463* 

(3.28) 

64.340 

3a 


0.538 

0.303‘ 

(1.89) 

87.193 

3b 

Other occuiMtioiis 0.699* 

0.159 

0.391' 

(l-‘f9)^ 


35.381 

4a 


0.434 

0.433" 

(2.33) 

-0. 374* 
(2.79) 

52.833 

4b 


fktii I FigBret in pnathewi mt t^uat. 

' 1 ifei indintB nqMctlvdy tignifleant at I per cent, S per cent nnd 10 per cent levels, 
, Iprn twiMaflMiteit. 
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conOrms the poverty aggravating impact of 
increasing proletarianisation of rural popu¬ 
lation and also suggests that the poverty 
alleviating effect of land concentration must 
be substaniive lathci than mere incidental. 

PMTI RNSOI ( ArilM ISl PlNl-IRAIION 
IN AtiRII l!l lUKL- 

How can this obscr\cd poverty alleviating 
effect of land concentraiion that not only 
clashes with out received notions on tlie 
regressive role ol inequitable distribution of 
land, but also with ihe poverty aggravating 
effect ot increasing pioletarianisalioii of 
rural population be rationalised? In our view, 
the key to this apparent anomaly seems to 
lie m the vulgar view' of the evolution of 
agrarian structure undci capitalism, that 
postulates land concentration and increas¬ 
ing proletarianisation of the rural popula- 
livin as the two inevitable oiilcomcs of the 
peneiraiion of capitalist relations in tradi¬ 
tional agriculture. But, as is well known, 
penetration ol capitalist relations in tradi¬ 
tional agriculture and the lesuhing evolution 
ol agrarian structuie (ollows many patterns 
deiscndiiig on ilic historical combination of 
lavtois and circninslaiicCs peculiar lo each 
coiiniry/region and tli-c gittwih ot a numer¬ 
ous class ol rural pioletarians may or may 
not be coniemporaiu'oiis with increasing 
land conccniiation and piogicssive large- 
scale I arming 

In Ibis conicxi, two bioad pailerirs can be 
disccrncvl in the evolution of the agrarian 
stiiicTuic ill India In the nunh-we.st where 
colonial conimcicial pencilalion in agri¬ 
culture started later and capitalist develop¬ 
ment of agriculture followed a relatively 
more normal pattern, land concentration, 
use ol modern technology, high land and 
labour proiiueiivuics go hand m hand with 
the fast giowth of the class ot agiicuUural 
labourers In such a socio-economic evolu¬ 
tion. the class of agriciihural labourers and 
its capiiahst eniployeis in agriculture having 
cnuTgerl ami grown smuiliancoiisly, laild 
concent I at ion is more likely lo be as.sociated 
with moic and icgulai employment and 
higher wages lor iiiial labourers and con- 
scqiienlly wiih lower incidence of rural 
poveily. Ill southern and eastern India, on 
the vnhci hand, colonial coinmctcial pene¬ 
tration in agriculture look a more regrcs.sive 
and c.vpioiiaiive toini and the growth of a 
iiumcious class ot rural proleianans was not 
accompanied by the emergeme of techno- 
logicalh more piogressive large larms,'*’ In 
suvh a rural scenario mass lural poverty is 
the more likely outcome; most of the 
cultivators themselves being poor fail to 
provide regular employment and reasonable 
wages to the mass of rural proleianans. 

This line of masoning suggests ihal it is 
not the degree of land concentration or high 
proportion of agiiculiu''.il labourers indi¬ 
vidually that determines the incidence of 
tural poverty; rather it is a particular type 
of compound ol these two facets of the 
agrarian structure that seems to result in 
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pie .bureaucratic limits have bran reatbed 
l^riiig the Sixth ^lan in the litemi sense and 
jalaps more so tn a logical sense. This may 
Ipe an important reason for the emphasis in 
|he Seventh Plan on people's involvement in 
the planning, implementation and monitor- 
Ing of IRDP and other anti- poverty pro- 
priunmcs by involving elected bodies and 
peOtde's representatives, voluntary agencies 
^ciOs) and promoting organisations of the 
^ural poor. During the Sixth Plan the only 
meaningful association of people was at tlie 
section stage Hy the gram sabha. that loo, 

finalising the list of persons to be assisted 
^ prepared by the block functionary. But 
p«n the limited invoivcnieiii had a very 
salutary effect on eliminating ineligible 
^neficiaries ’ 

An importaiil concern in this context is 
^hefact that ‘petiple’s participation' means 
ipifferent things to ditferent people The e\- 
Wience ot panchayati raj institutions and 
poKiperative movement in the country cast 
^me doubts about the btma fules ot these 
‘Institutions as vehicles of stKial change and 
igconomic equity." Al.so there have been 
^several instances where wclhariiciilaied cases 
|iwre presented by influeniial sections of 
;irural society to get .significant concessions 
hnd economic advantages, which they hgrdly 
^ass on to ihe rural poor** Ai the same 
^ime, experience .•.hows that genuine par- 
iticipation of the people and a level of 
^icalisation, aciivism and politicisation are 
isisentiai pre-eonUitions for the success of 
iprogremmes like IRDP. 'Ihe crucial question 
h whether state-promoted people's participa¬ 
tion can achieve this. At the functional level 
t)f the bureaucracy ceriainly there may not 
^.much enthusiasm for encouraging such 
|adiculi$m and activism, which in many 
j»»es, will naturally be directed at the very 
fsune promoter.s, As one perceptive observer 
pf the rural development scene puls it: At 
ib^si the attitude ot the bureaucracy about 
people's involvement is. ‘you co-operate and 
twe will operate’. 

In thi.s context we may also recall the 
Mfucturalist critique of IRDP which has 
been an issue of much debate in Ihe recent 
anti-povTriy litciature. 1 he basic philosopby 
of IRDP is to depend on the enirepreiieuri.-l 
labilities of the pool who do not have the 
^Weded capital. The main thrust of the pro 
^mme is to provide the needed asset and 
Che requisite skills. It is hoped that this 
"privatisation drive' will generate a new crop 
•of millions of ‘penny capitalists’"' in the 
Country. But the structuralist critique of 
IRDP is that it is a programme without a 
jframework considering the realities of the 
situation on the ground. 71) quote Kurian" 
"Traditional rural society was hierarchical 
knd iniquitous, yet it was also of mutual 
^ligations. Hut giowing privatisation of 
fcsoun.'es and the commercialisation of 
economic aciiviiy have almost completely 

K arginalised the weaker sections who find 
creasingly that thev have to buy things 
Which they foi mcrly used to receive in the 
tform of traditional claims. Special mention 


ihust be made of the manner in:Whii!b coin* 
mon property resources—graizing lands, 
forests, water resources—are coming to be 
eroded through the inter-related processes of 
privatisation and marketisaiionr The em¬ 
pirical study of N S Jodha'* convincingly 
establi.shed this trend. Again, to quote 
Dantwala,*’ “Degradation of forests and 
dwindling of grazing land are also hurting 
the poor most. The point we wish to em¬ 
phasise is that while anti-poverty program¬ 
mes are launched by the dozens, social and 
economic processes which continuously 
deplete the resources from which the poor 
derive their income and employment and 
make their traditional skills redundant are 
either not noticed or ignored and effective 
action to stop such processes is rarely taken. 
Thus, what the government gives to the poor 
through its anti-poverty programme is taken 
away, not unstealthily, by the social process 
dominated by the rich!' The contradiction 
of the situation depicted here is apparent. 

The foregoing paragraphs have rather 
clearly brought out the limitations of IRDP 
as it is conceptualised, planned and im¬ 
plemented today. At the same lime one 
should recognise a number of remarkable 
positive aspects of the programme. Let us 
briefly examine a few of them. 

Even with all the limitations detailed 
earlier, IRDP has a number of merits. First, 
it has a significant public appeal. This is 
because of the fact that IRDP is the first 
major dcvclopmeiil programme wliich direc¬ 
tly addresses itself to the poor families 
specifically and offers direct assistance in the 
form ot income earning as.sets. In the past, 
most of the rural development programmes 
were addressed to the rural community as 
u whole. Almost invariably the lion’s share 
of the benefits used to accrue to the belter 
off sections of the rural society. The poor, 
almost invariably assetless and without a 
saleable skill, were neither able to contribute 
much to development nor receive any signifi¬ 
cant icward from it. With the introduction 
of IRDP, the poor got a chance to acquire 
a productive asset which could give them a 
psychological boost and social respectabili¬ 
ty apart from the economic gains from the 
asset. ‘The state' is undertaking the respon¬ 
sibility to provide the asset and this fact is 
being given wide publicity. Unlike in the case 
of most other rural development program- 
me.s the potential beneficiaries gradually 
become aware of their rights. This awareness 
is gradually seeping in on the poor and is 
going to be a deterrent to many malpractices. 
Often, evaluation studies and other investi¬ 
gations bring to light several cases of 
malpractices and misappropriations in the 
context ot IRDP. I his docs not necessarily 
imply that corruption is more rampant in 
the implementation of IRDP as compared 
to other rural development programmes or 
for that matter any other government pro¬ 
grammes. It only implies that unlike other 
programmes where the benefits and benefi¬ 
ciaries are diffused, in the case of IRDP, Ihe 


iil«uifIi^beAeifi^rin.» time to tdl the 
untold story. 

Though originally IRDP was introduced 
as a truly integrated rural development pro¬ 
gramme, the rather hurried expansion of the 
programme to cover the entire rural areas at 
the beginning of the Sixth Plan has resulted 
in the dilution of this integration at least in 
practice, if not in concept. This has been a 
major reason for much of the undesirable 
results we have noted earlier and for a lot 
of criticism. At the same time the commit¬ 
ment on the pan of the government to ex¬ 
pand the outreach of the programme had its 
own positive cffecl. Once an undertaking is 
given, there is hardly any going back on this 
responsibility. Now it is mainly a matter of 
improving the quality and efficiency of the 
programme. 

Even Ihe staunchest critics*'* agree that 
IRDP as a concept has great merit. Since 
the scope of redistribution of the existing 
main rural asset, viz, farm land, is rather 
limited m many parts of the country,*' the 
concept of provision of newly-created as.sets 
to Ihe poor is a welcome one. The question 
is whether such a programme has universal 
applicability at the present level of develop¬ 
ment in all regions. Probably the answer is 
a no. It is in this context that wage employ¬ 
ment programmes can play an important 
role. In Ihe relatively backward regions, 
where lack of basic social and economic in¬ 
frastructures like roads, water supply, 
schools, health centres, housing, etc, stand 
in the way of development, employment pro¬ 
grammes could be directed at creating such 
facilities. Wage employment generation 
could also be used for development of ir¬ 
rigation systems, soil conservation, etc. 
which will significantly improve the 
agricultural productivity and incomes.'* 
And such developments will create oppor¬ 
tunities for viable IRDP activities. 

Cuban’s critique'- of IRDP and wage 
employment programmes is based on the 
argument that the low-end poverty in its 
worst forms cannpt be ameliorated by 
providing them with opportunities for 
self-employment or wage-employment. Of 
course, the very poor and old who suffer ex¬ 
treme forms of phy.sical and mental disabi¬ 
lities have to be taken care of by publicly 
funded and well-administered social security 
schemes which should form an integral part 
of the anti-poverty programmes. At the same 
time, it has to be recognised that the vast 
majority of the poor or their kith and kin 
are employable either in self-employment or 
wage-employment. Certainly, if option is 
given, they would prefer to earn their living 
rather than depend on government charity. 
Further, the role of a productive asset to a 
poor family, which probably never had any 
valuable material possession, can be very 
significant. It can add a lot to its self-respect, 
self-confidence, social standing and even- 
creditworthiness. In this context, the impor¬ 
tance of land, even for non-iand based ac¬ 
tivities has to be emphasised. iPossesston of 
a piece of land, even a homestead, can make 
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»lot of diffiireace ifl the htnl set>ujl** 

An important aspect of IRDP which is 
worth commenting upon is its totidly in¬ 
digenous nature, both in terms of ideas and 
resources.'* India's rural poverty is largely 
a by-product of the interaction between the 
traditional economic and social arrange¬ 
ments and modern economic and socialisa¬ 
tions based on commercialisation. Problems 
are largely indigenous and solutions have 
also to be necessarily indigenous. Though 
there is nothing wrong in learning from the 
experiences of other countries, there is hard¬ 
ly any scope for transplanting alien ideas and 
techniques.^" Further, in matters of ar¬ 
ticulation, conceptualisation, policy plann¬ 
ing and even implementation of anti-poverty 
programmes, it appears that India is ahead 
of international aid agencies and donor 
countries by a couple of decades.^' And 
often the donors may have their own hid¬ 
den axes to grind which may not necessari¬ 
ly be in the interests of the rural poor in the 
recipient countrics.^^ 

In the foregoing paragraphs wc have 
discussed the strengths and weaknesses of 
anti-poverty programmes in general and 
IRDP in particular as the way they are 
conceived, planned and implemented in the 
country today. The Seventh Plan objective 
is to reduce the percentage of rural popula¬ 
tion below the poverty line from the base 
year level of about 40 per cent to around 
28 per cent by 1990. The perspective is to 
reduce this percentage further to 10 by 1995. 
However, one has to objectively assess the 
potential viability of IRDP and the battery 
of other anti-poverty programmes alongwith 
the overall economic growth to achieve this 
objective. 

The latest estimates of poverty in the 
country are based on 38th round of NSS 
conducted during calendar year 1983. The 
provisional estimates^’ derived from these 
data place the number of rural poor at 222 
million which works out to 39.9 per cent of 
the total rural population. These estimates 
are significantly lower than the previous 
poverty estimates ba.sed on the 32nd round 
of NSS for 1977-78 and al,so the lowest of 
the percentage estimates of rural poverty in 
the country for the last three decades for 
which estimates are available. The Seventh 
Plan document attributes this ‘welcome 
trend’ to higher economic growth and in¬ 
crease in agricultural production as well as 
to the effect of massive «pansion of IRDP 
and wage employment programmes. The 
Seventh Plan was formulated with much op¬ 
timism regarding further signifleant reduc¬ 
tion of poverty in the country during the en¬ 
suing decade as noted earlier. The plan docu¬ 
ment states: There is now evidence to sug¬ 
gest that the process of economic growth 
and the anti-poverty programmes have made 
a significant dent in the problem of pover¬ 
ty. .. The development strategy of the 
Seventh Plan and the pattern of growth 
emerging from it are expected to lead to a 
leductioa of poverty at an even faster rate... 
in absdute terms, the number of poor per- 


ft eqxcted to IhU from 273 mUUm in 
1984-85 to 211 mtilion in 1989-90, the bulk 
of this improvement being in the rural areas. 

It is true that the provisional estimates of 
rural poverty based on 38th round showed 
a spectacular decline of about 11 percentage 
points as compared to the 32nd round. But, 
does it constitute convincing evidence of a 
‘welcome trend’ in decline of rural poverty? 
Since the survey period of the 38th round 
overlapped with the very good crop year 
1983-M. part of the raplanation for the steep 
fall in poverty comes from the well- 
known" strong inverse correlation between 
the time series of poverty estimates and 
foodgrain output. The foodgrain production 
in the subsequent four years remained below 
the level of 1983-84. The 43rd round of NSS 
covering consumer expenditure which forms 
the basis of poverty estimate-s, was carried 
out during July 1987-June 1988. As a result 
of the severe drought, the foodgrain prcxluc- 
tion for 1987-88 was the lowest since 1980-81. 
If one invokes the inverse relationship bet¬ 
ween foodgrain production and poverty esti¬ 
mates, the estimates based on 43rd round 
which will form the basis for Eighth Plan 
are unlikely to be in conformity with the 
Seventh Plan expectations.^' 

Thanks to the extremely favourable mon¬ 
soon during 1988-89 and with appropriate 
policy measures, the Seventh Plan could, to 
a large measure, make good in the fourth 
and fifth years the lost ground in agricultural 
production and overall economic growth. 
The perspective in respect of rural poverty 
is. however, unlikely to improve significant¬ 
ly. A high rate of overall growth of the 
economy or even the aggregate agricultural 
growth may not ensure any significant reduc¬ 
tion in rural poverty." Any sustained reduc¬ 
tion in rural poverty can be ensured only by 
a structure of economic growth which is 
socially equitable and an agricultural growth 
which is regionally balanced. The available 
signals in the economy do.not indicate any 
major departure from the past growth path 
which was largely distribution-neutral, even 
when many polity measures were included 
to introduce a bias in faig)ur of the poor.^’ 
Even though there is enough evidence to the 
effect that at the present .stage of agricultural 
development there is little trade-off or con¬ 
flict among the objectives of growth, stabili¬ 
ty, equity and efficiency, there is ha^ly any 
evidence of efforts directed at achieving 
these complementary goals." 

In the early part of this paper we have 
discussed the strengths and weaknesses of 
IRDP in detail. From the beginning of the 
Sixth Plan, i e, April 1980 to the end of the 
third year of Seventh Plan, i e, March 1988, 
about 27 million poor rural families have 
been assisted as per official statistics. After 
adjusting for double counting of families 
which were assisted during the Sixth Plan 
and again during the Seventh Plan as 'se 
cond dose beneficiaries’ the total numbet of 
distinct families which received IRDP 
assistance works out to about 23 million. 
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This, indeed, is mbre than half of the 44.4 
million rural families who were below pover¬ 
ty line in 1984-85 as per estimates based on 
38th round of NSS." During the Sixth Plan 
an assisted family received, on the average, 
an asset worth Rs 3000 and during the 
Seventh Plan a freshly assisted family recriv- 
ed asset worth about Rs 4500, on the 
average.^ The various evaluation studies of 
IRDP conducted so far indicate that the 
income generated by the IRDP asset varies 
subsuntially —from nothing to even mdte 
than the value of asset.’* If one judges 
IRDP strictly in terms of ‘crossing the pover¬ 
ty line’ it has so far been a grand failure os’ 
only 10 to 12 per cent of the benefleiarin 
could reach this goal. If the criterion applied 
IS increase in family income, about three- 
fourths of the assisted families experienced 
at least some increase.” 

The combined employment generatiop 
under the two wage employment prognm,- 
mes, viz. National Rural Employment Pro^ 
gramme (NREP) and Rural Landless Em¬ 
ployment Guarantee Programme (RLEQI^ 
works out to around 700 million mandi^ 
per year. This may appear to be an imn 
pressive figure and the annual outlay for this 
order ut employment generation is roughly, 
about Rs 1500 erorc. This, however, has to. 
be compared to the total requirement of 
employment for providing 100 days per one 
member of 44.4 million poor rural house¬ 
holds, which works out to 4,440 million per¬ 
son days.” A related problem is the inade¬ 
quacy ot the wage income to enable a fami¬ 
ly to cross the poverty line even if there ft 
lull employment. Tb illustrate tips point, 
consider a fam ily with no income other than 
wage income and one worker who is fully 
employed, i c. for 270 days by normal 
agricultural wage labour supplemented by 
NREP/RLEOP works. The statutory mini¬ 
mum wages for agricultural workers fixed, 
by the stales vary from Rs 10 to Rs IS for 
most stales and the same is paid under 
NRfcP/RLEGP. Assuming the higher mini¬ 
mum wage of Rs 15, the total annual income 
of a one-wotkcr-household comes to only 
Rs 4,050, well below the poverty line of, 
Rs 6.4(X) at 1984-85 prices. At the minimofh 
wage r.iic of Rs 10, even if two members of 
a laniilv an. tully employed throughout the 
ycai. the family income works out to only 
Rs 5,200, again well below the poverty 
line.” 

Individuals and families who suffer from 
cxticme forms of deprivation are neither 
normally taken care of by general econo¬ 
mic grow'ih nor by anti-poverty programmes 
like IRDP and NREP/RLEGP. The worst- 
placed among the poor are those who are 
not able to participate in economic activities 
on account of old age, physical and mental 
handicaps, various disabilities due to mor¬ 
bidity, etc. lYaditionally social security in 
India ha.s been embedded in a variety of 
family, religious, ca.ste, village and produc¬ 
tion relationships which are gradually disap¬ 
pearing with the rural-urban mobility, com- 
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l^jiiiRcialisation agriculture, urbanisation 
'r^aiilil industrialisation. The solution lies in a 
' liuWidy-fundfd social security system as an 
. fntegrai part of the anti-rovciiy package to 
lake cate of the poorest In recent years, a 
number of state gos’ernments have introduc¬ 
ed old age pension for agricultural labourers 
and other social security schemes However, 
by and large, their covciage is partial and 
the amount.s ol benefits injulci]uate 

The foregoing paragraphs clearly bring 
out the fact that the Mtuctuieuf growth of 
the economy tit the piesciit luncturt' along- 
with the existing, anti poverty package i.s 
unlikely to make any signilicant and lasting 
dent on the rural poverty in the country. This 
is because growth is ai best distribution 
neutial and the spatial spiead oi growth is 
ineciuitaiile to regions where poverty i.s a 
chronic problem The cm rent ami-poverty 
programmes, though quite significant in 
terim of absolute outlays aie not sufficient 
to tackle tlic poverty problem in the coun¬ 
try. Further, the anti-poverty programmes 
ate at present entirely the rcspimsibility of 
the hureaueracy. The bureaucratic machi¬ 
nery, which I.S geared jo uniform operations 
over wide geographical areas is not attuned 
to the requirements of small areas or in¬ 
dividual beneficiaries. The target approach 
which gliaiacieiises all these programmes 
stands in the way of taking up schemes of 
a purely local natuie which do not fit into 
national target, howcvci relevant they may 
be fur. the local conditions and people's 
requirements,’'’ 

Anotrier aspect of btircaiicraiic manage 
mem is that the official claims of achievc- 
ihcni usually relate to the ‘quantum of in¬ 
puts’, e g, 'how much money was spent’ 
rather than ‘how well the money was spent’ 
and ‘whom it benented', etc. As a result tliete 
is a vast gap between promi.se and perfoi- 
inancc, between input and actual output 
bdween the expected effects and the actual 
effects and la.stly between the expected im¬ 
pact and the actual impact. The only vuay 
to prevent all this is to b’uild into the system 
a mechanism which wilt ensure continued 
vigilance and continuous monitoring of 
fural development programmes at the grass 
roots level Such a mechanism cannot be 
provided by the bureaucracy but can only 
be provided by the community itself. In 
order that the community is able to do this, 
it must be allowed to organise itself. 

As we have noted elsewhere, the rural 
community is not a homogeneous one. In 
the past, when general development schemes 
were implemented, most often the real 
benefits hardly reached the poor. The in¬ 
troduction of target-group-oriented anti- 
poverty programmes was primarily to tackle 
this.problem. The result is that, often, the 
better-off sections ot the rural community 
perceive these programmes as inimical to 
their interests. A.s example, Food-for-Work- 
Programme in the past and NREP/RLEOP 
at present are to ensure, besides providing 
employment, that labourers receive mini¬ 


mum wages and thkt they atito receive 
foodgrains at subsidised prices. Large 
farmers who employ labour at below 
minimum wages and traders who sell 
foodgrains to the poor at tile highest possi¬ 
ble prices find that their interests are 
adversely affected. Similarly, successful 
IRDP beneficiaries do not remain, any 
more, economically dependent on the large 
farmers, traders and moneylenders. How¬ 
ever, via markets and otherjnstitutions and 
structures, the economically stronger sec¬ 
tions, often, ensure that their losses are made 
good. 

It is important to recognise the conflict 
oi interests bet ween the rural poor and rural 
non-poor. This rural ’contradiction' is fur¬ 
ther accentuated by the fact that often class 
groupings get superimposed on the tradi¬ 
tional caste grouping.s tn the country. In 
most of the economically depressed regions 
wlicrc the poor are concentrated, agricultural 
productivity is extremely low. This is so even 
when these regions are well-endowed in natu¬ 
ral resources including rich water resources 
and high-quality soil, and abundant supply 
of surplus labour. The upper classes/castes 
who have virtual monopoly of landowner- 
ship in these regions keep the lower 
classes/castcs locked up in exploitative in¬ 
stitutional arrangements like sharecropping, 
moneylending, bonded labour, etc. .A fast 
agricultural growth is a necessary pre¬ 
condition for povciiy removal in these 
regions.’’ However, since the existing semi- 
feudal arrangements serve well the iiiiercsts 
ol the powerful rural rich, it is not easy to 
bring about a green revolution in the.se 
regions. 

On the othei hand, in a number of agri- 
culturully prosperous regions, the rich are 
not w illing to share thcii prosperity with the 
poor. They often resist payment of statutori¬ 
ly fixed niininuini wages and resort to adop¬ 
tion ol labour-replacing technology, even 
when it docs not enhance productivity. Coni- 
meivialisation of agriculture has brought in 
a numbei of problem.s for the small tenant 
cultivators and the landless labour. The 
tenants are often evicted by the landlords for 
self-cultivation and the landless labour face 
unemployment due to mechanisation. In¬ 
deed, some of the regions which have been 
experiencing social tensions and witnessing 
atrocities on the poor have been precisely 
tho.se regions which have been experiencing 
high agricultural growth. Unfortunately, 
.some of the most enterprising and successful 
agricultural communities in the country also 
happen to be extremely cruel and ruthless 
towards the weaker sections in the rural 
society.’* The poor may not necessarily be 
suffering from extreme forms of material 
deprivation in such areas. Ifet they may not 
be able to live with dignity and self-respect 
and without fear. 

It is thus clear that growth, though 
necessary, is not a sufficient condition for 
equity, social justice and removal of poveity. 
Unlike economic growth which is essential¬ 


ly g techiKMsconoi&ic issui^ these are issues 
essentially in the domain of social etyineer- 
ing. Once this basic reality is explicitly 
recognised, the next step is to conceptualise 
possible alternative strategies. Two such 
plausible strategies are considered here—an 
enabling strategy and a co-operative 
strategy.’* 

The former strategy, explicitly recognises 
the conflict situation and attempts to resolve 
the problem by enhancing the bargaining 
strength of the poor. This could be done by 
reforming the existing institutional 
framework to make it subserve the interests 
of the poor; by introducing economic and 
social programmes exclusively for the benefit 
of the poor; by building up institutions and 
structures for economic and social develop¬ 
ment of the poor; by introducing reserva¬ 
tions for the poor in employment, education 
and various economic and sqcial develop¬ 
ment programmes; by organising the poor 
to stand up to the economic and social 
power of their rivals and tormentors. In a 
sense wc have been pursuing this multi¬ 
pronged strategy during the last two deca¬ 
des. However, as we have seen earlier, the 
result have not been quite commensurate 
with either the intentions or efforts and 
certainly not flattering. 

The co-operative strategy in its conven¬ 
tional form is not much different from what 
Mahatma Gandhi wanted his countrymen 
to practise when he talked about trusteeship 
and gram swaraJ. The Community Develop¬ 
ment Programme initiated in the early fifties 
and the panchayati raj institutions which 
came into existence in the early sixties have, 
indeed, incorporated some of tiie features 
of a co-operative strategy. The panchayati 
raj institutions have declined over the years 
mainly for lack of effective role, authority 
and finances. Even in those states where the 
panchayati raj institutions were having ade¬ 
quate powers and finances, there has gradu¬ 
ally bKn a decline in their relative status as 
a result of creation of other powerful parallel 
institutions.^' In many instances elections 
to these bodies have not been conducted in 
time or they were superseded on some 
pretext or other. The primary reason for the 
decline of panchayati rai institutions appears 
to be the reluctance on the part of state-level 
politicians and bureaucrats to share authori¬ 
ty and power of patronage with their coun¬ 
terparts at the district level and below. Also 
it is a fact, that often the rural elite got 
themselves elected to these bodies and utilis¬ 
ed the powers and privileges bestowed on 
them for ftirthering-their class/caste interests 
at the cost of the poor. As a result, a climate 
of lack of trust or at best of indifference on 
the part of the poor towards these institu¬ 
tions exists. 

From the late seventies there has been a 
revival of interests in panchayati raj bodies 
in the country. Some of the state govern¬ 
ments have introduced new panchayati raj 
legislations effecting restructuring of the 
elected bodies at the district level and bdow 
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on them. The moit noteworthy among them 
it the Kemataln ZiOa Parishad and Man- 
dal Panchayat Act of 198S. According to this 
act, the zUla parishads virtually become 
district governments. The act was open- 
tionalised in early 1987 when the new bodies 
were elected to office in the state Since then 
the whole nation has been keenly watching 
this experiment. 

At the national level, the government has 
been taking keen interest in the revival and 
strengthening of panchayati raj institutions. 
The government of India has been uigiiig 
the state governments to conduct timely elec¬ 
tions to these bodies. As a result, barring a 
few exceptions, elections have been carried 
opt in recent years in almost all states. 
However, the key question is whether regular 
elections alone will revitalise these bodies. 
Or for that mafter whether even enhanced 
authority and resources will make these 
elected bodies socially responsible and sym¬ 
pathetic to the cause of the poor. It is ap¬ 
parent that the answers to both these ques¬ 
tions are likely to be in the negative under 
the present dispensation. 

Ikfe^ve seen so far that overall economic 
growth is no guarantee for removal of pover¬ 
ty; even anti-poverty programmes alongwith 
’ growth are unlikely to solve the rural poverty 
problem; there is hardly any social security 
for the poor; the bureaucracy is totally un¬ 
equal.to the task of poverty icmoval; pan 
chayati raj institutions have, generally declin¬ 
ed over the years due to supersession.s, lack 
of authority and resources; even if regular 
elections to these bodies are conducted and 
sufficient powera and resources are vested on 
them, they are unlikely to take up the cause 
of the poor; the class/caste contradictions 
on the rural scene are such that the 
bureaucracy and the traditional as well a.s 
the modern institutions and structures arc 
at the command of the dominant sections 
of the community; by and large the poor 
benefit from the anti-poverty programmes 
to only that eitent which do not affect the 
economic and social interests of the domi¬ 
nant sections of the rural community and 
lastly that there has been hardly any attempt 
at changing this unequal bargaining game 
in the rural areas. 

What follows isa proposal to change this 
unequal bargaining situation which on the 
face of it may appear to be unequal to the 
task. The crux of the proposal is that the 
community should be responsible for social 
security to all its members. The bureaucracy 
and the governments at the central and state 
levds should enable/facititate the commu¬ 
nity to bear this responsibility. Thus the pro¬ 
posal invtrives an interchange of rote models 
between bureaucracy and community. At 
present the various rural development pro¬ 
grammes including agriculture, minimum 
needs programme (MNP) and anti-poverty 
(nognmmes are pUnned and implemented 
by the vattous government agencies on the 
basis of certain norms and guidelines issued 


by the central and itate'governmenti. The 
village community hardly participates in 
planning, implementation or monitoring of 
the schemes concerning them. Indeed, often 
the people who are to benefit from these 
schemes do not have access to information 
about them. As against this, the comihuni- 
ly should be made responsible for the plan¬ 
ning and implementation of all the develop¬ 
ment, schemes within the locality with the 
techiiical and administrative support of the 
bureaucracy and following the norms and 
broad guidelines issued by the governments 
at the central and slate levels. 

The critical issue however is, how the in¬ 
herent contradictions or conflict of interests 
can be resolved under the proposed set-up. 
The answeriis that under the proposed ar¬ 
rangement the rich will also have to depend 
on the poor to protect their economic in¬ 
terests unlike the present dispeasation undci 
which the poor arc at the mercy of the rich 
and powerful who can normally pursue their 
economic interests without let or hindrance. 
This can be achieved if all development fun¬ 
ding to the community or individuals in the 
community has to be ratified by the com¬ 
munity Itself or its elected representatives. 
'16 illustrate this, consider the various 
schemes under which assistance is provided 
to farmers whether it i.s capital subsidy for 
pumpsets or tractors, co-operative credit, 
various input subsidies for fertiliser, water 
or electricity or marketing support. Often 
these are not provided on the basis of 
economic criteria or equity but rather on the 
basis ot other considerations including in¬ 
fluence peddling and even outright bribe. 
Just like gram sabha approval is mandatory 
for IKDP assistance at present, the gram 
sabha oi village panchayat should decide 
who should get any public financial 
assistance. Also this will ensure that the 
community has a decisive say on matters 
relating to the selection of production 
technolgy in agriculture to suit the local 
requirements and also regarding the shaiing 
of the various subsidised inputs. Thus the 
poor will have power over the rich, for the 
first time, in matters of vital economic 
interest. 

Each village, panchayat or mandat should 
be allowed to plan its integrated development 
using its share of pooled resources carmuk- 
ed under various anti-poverty programmes, 
MNP and other development program¬ 
mes.^' The blue-print of the local plan 
should be prepared by a group consisting of 
elected representatives and local level func¬ 
tionaries of all the line departments and 
.development agencies as well as NOOs 
operating in the locality. The plan should en- 
compa.ss all families in the community. The 
plan for public investments including self- 
employment and wage employment creaittm 
should be to supplement private employ¬ 
ment opportunities so that the entire labour 
force in the community is fully employed. 
The plan should also have provisions ior 
making social security payments to the 


destitutes in the community. The blno-ftfiot 
has to be ratified by the community and 
there should be totti openness as far as the 
execution of the schemes are concerned. 

The proposal envisages a fundamenial; 
change in the role and functioning bf 
government functionaries. Their primary 
responsibility should be to the community 
they are serving. Their career prospects and 
reward structures should be closdy linked 
with their actual field performance The per¬ 
formance has to be assessed in terms of 
physical achievements and end results in¬ 
stead of ‘money spent’ and ‘numbers cove* 
red’. The progress has to be seen and felt by 
the people rather than reported upon to 
higher authorities. Thus, for exam^e, the 
performance of the gram .sevak should l» 
assessed in terms of the improvement in the 
standard of living of the poor rather than 
the number of families as.sisted under IRI^; 
the performance of the primary school 
headmaster should be assessed in terms of 
the {lerccntage of literate children in the 
village rather than enrolment in the primary 
■school; the performance of the primary 
health centre doctor or health worker should 
be assessed in terms of, say, the decline in 
infant mortality rate rather than the munbo’ 
of patients treated or the quantum of medi¬ 
cines distributed; the performance of die 
family planning worker has to be assessed 
ill terms of the reduction in births in the 
locality rather than the so-called number of 
couples protected; the performance of agri-. 
cultural ei(tcn.sion workers should be assess¬ 
ed in terms of gain in agricultural produc¬ 
tivity in ihr village rather than in terms of 
the quantum of inputs distributed and so on. 

It will, of course, be naive to assume that 
our proposal will be wholeheartedly welcom¬ 
ed by all the concerned parties especially by 
the rural elite a nd the grassroots level govern¬ 
ment functionaries. Also it will be simplistic 
to imagine that all conflicts of interest in the 
lural conmiuiiiiy will auioniatically disap¬ 
pear or lor that matter the gram sabha/ 
village panchayat will function smoothly 
without external intervention. Since the 
bureaucracy will be treed from much of its 
routine work in the nature of execution of 
the schemes, it can function as an eftectivi 
watchdog to ensure fair-play. As all the 
economic and social benefits from the 
government are to be routed through the 
panchayat, even the most powerful in the 
village will find it in his interest to ensure 
Its siiiootli functioning. As openness and 
free How of information are the hallmarks 
of the proposed arrangement a great educa¬ 
ting process also will take place which will 
tninimisc corruption and Icakage.s and en- 
sure equity and social justice once the new'p 
set-up stabilises'**' p 

ffhe views cxpiessed in this paper are strictly 
the personal views of the author. I am grate¬ 
ful to S K ('hand, Jean Dreze, K M George, 

M S (iokbalc, S Guhan, C H Hanumantha 
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0 FulhittarUiy for hdpful commmtt on an 
earlier dmll of this paper. None of them, 
howewr, shares responsibility for the errors that 
nmain. Also, some of them indicated that they 
do not share the views of the author on cer¬ 
tain issues discussed in the paper. Besides, a 
number of my colleagues and friends with 
various social science backgrounds, helped me 
to firm up some of the ideas contained in the 
paper, through discussions, ail of whom owe 
my sincere gratitude.] 

1 Exclusion of the very poor from the benefits 
of. general development programmes ex¬ 
tends even to minimum needs programme 
(MNP) which includes a numlm of social 
consumption items like primary education, 
health services, potable drinking water, etc, 
apart from infrastructural services like rural 
roads and rural electrification. By and large; 
the benefits of all these fadlitin and others, 
like subsidised inputs and credit for produc¬ 
tion purposes, are distributed in rural areas 
in proportion to the existing assets and in¬ 
comes. And only a residual component of 
such public goods and services are available 
to the very poor who do not have any in¬ 
fluence over rural institutions and the public 
functionaries. 

2 Even such target group approaches may not 
ensure that the poor get their due share, lb 
quote two studies; A simulation model 
developed by Sinha et al ('Income Distribu¬ 
tion, Growth and Basic Needs in India’, 
1979) shows that the spill-over effect of a 
net injection of one rupee to the rural bot¬ 
tom class would result in an overall increase 
in income of Rs 1.916 in the rural areas, 
distributed in Re 0.213 to the bottom class. 
Re 0.S20 to the middle class and Rs 1.183 
to the top class (apart from an income 
generation of Re 0.640 in the urban areas). 
Another simulation model based on Iforea 
by Adelman and Robinson (1979) also leads 
to the surprising conclusion that most anti¬ 
poverty policies eventually help the rich 
more than they help the poor. This is so ev«n 
when, as in the model, the rich are taxed 
quite progressively to finance the program¬ 
mes, the programmes are designed so that 
their initial impact is quite specific in 
favouring the lower income group and there 
is no graft, corruption, diversion or stupidi¬ 
ty in their execution. This trickle-up effect 
was evident in a great many different policy 
experiments and was difficult to avoid. 

3 For details, see the Seventh Five Year Plan, 
1985-90, volume II, chapter 2. 

4 A general impression shared by the public 
at large and poor in particular is that the 
higher echelons of bureaucracy have more 
egalitarian outlook and sympathy for the 
cause of the poor as compared to the grass¬ 
roots level bureaucracy, lb an extent this 
may be true because of the more cosmo¬ 
politan background/ttaining and the in¬ 
formed idealism of many in the higher 
bureaucracy. The facts that normally the 
senior bureaucrats eome in contact with the 
rural poor only as development tourists and 
unlike the functionaries stationed at the 
village level, 4hey do not have to face the 
realities of the rural power equations and 
economic conflicts may be the main reasons 


for theie wirtal j^deeaptiong A similar 
relation between distance and intensity of 
feelings for the poor it noticed among' 
politi^ leaders also for more or less similar 
reasons u in the case of officials. 

5 This arrangement serves the concerned 
government functionaries well. At each level 
of the hierarchy the jlata/information are 
aggregated and their identities are lost as 
they move up. This will ensure that the 
development claims and achievements re¬ 
ported could never be verified at the Held 
level. 

6 According to the guiddines issued in regard 
to block level planning for IRDP which 
should include resource survey, resource 
analysis, family plans, cluster plans, block 
plans, annual plans, perspective plans and 
credit plans, a high level of planning com¬ 
petence is required at the block/district 
levef. 

7 The Concurrent Evaluation of IRDP spon¬ 
sored by the government of India and car¬ 
ried out by reputed research institutions in 
the country has confirmed this. For details 
see N J Kurian ‘IRDP : How Relevant Is 
It?’ Economic and Political Weekly, 
December 26, 1987. 

8 The two states where panchayati raj institu¬ 
tions have been playing important role in 
decentralised planning and administration 
are Gujarat and Maharashtra where they 
were in position from early sixties. Though 
they have several achievements to their 
credit, one of the criticisms about their 
functioning is that often they are controll¬ 
ed by the rural elite and their priorities arc 
set by the economic interests of the better- 
off sections of the rural society. As a con¬ 
sequence, in one of these states, the pan¬ 
chayati raj institutions are not even given 
a role in IRDP planning and implementa- 
tion. Also, the bias of co-operative credit 
distribution in favour of the large and 
medium farmers, often at the cost of small 
and marginal farmers, is well known. 

9 For example, those who argue for higher 
subsidies tor agricultural inputs and higher 
prices for agricultural produce often do not 
worry about higher agricultural wage.;, or 
for that matter, not even the statutorily fixed 
minimum wages. Mo.st of these arguments 
are aniculated on the tacit assumption that 
whatever comes to rural areas will be fair¬ 
ly distributed. 

10 A term from Penny Capitalism: A 
Guatemalan Indian Economy by Sol liix 
(1953). The book essentially describes the 
economic rationality of self-employed rural 
people who. with all their enterprise and 
hard woi k, still remain poor. 

11 C T Kurian in Asian ^minar on Rural 
Development—The Indian Experience 
edited by M L Dantwala, Ranjit Gupta and 
Keith C O Souze, Oxford and IBH, 1986. 

12 N S Jodha; 'Common Property Resources 
and Rural Poor in Dry Regions of India’, 
Economic and Political Weekly, July 5, 
1986. 

13 M L Dantwala in 'Growth and Equity in 
Agriculture' given in Dantwala et al, jibid. 

14 See, for example, C 1' Kurian in Dantwala 
et al, ibid and N Rath; 'Garibi Hatao; Can 
IRDP Do It' Economic and Political Week¬ 
ly. February 9, 1985, 
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15 Hie Agrieultiiia) Cnutu 1980-81 indmates 
that as against 50J52 million marginal 
holdings (below 1 ha) which account fw 
122 per cent of the area opoated, there are 
2.15 million huge beddings (10 ha and idww) 
which account for as much as 22.8 per cent 
of the area operated. Even under the pre¬ 
sent landholding ceilings which vary oon- 
sidtuably across the states, there is con¬ 
siderable scope for redistributloa of the 
surplus land. D Bandyopadhyay in ‘Land 
Reforms in India: An a^yw. Bconomk 
and Political Weekly, June 21-28,1986, has 
estimated that with a ceiling of 12 hcctiues, 
the estimated surplus in 1980-81 Holdin|p 
Data works out to 9.85 miUion hectares, nidt 
an insigniFicant area. As against this, the 
implementation of land ceilings law in 
various states, over the years has fesulMl 
in the distribution of surplus area of only 
4.33 million acres (roughly 1.73 million hec¬ 
tares) to 3.88 million beneficiaries. For 
details, eec Annual Report I985-S6, Depart¬ 
ment of Rural Development, Ministry of 
Agriculture, Government of India. Ail the 
surplus calculations are exclusive of benanii 
holdings of surplus land and as such the real 
surplus could be much more: The impor¬ 
tant point is that though tedistribution 0 f 
ceilings surplus land is not a panacea for 
rural poverty, a realistic cdling and sincere 
implementation of the land ceilings law and 
other land reform measures like tenancy 
reforms and land consolidation can convert 
a significant proportion of snudl and 
marginal farmers as well as land-hungry 
landless labourers into viable economic 
unit.s. 

16 See N Rath ibid for a foiceful plea for this 
strategy. 

17 See Uuhan S: ‘Reaching Out to the Poor’, 
Economic ri/nM—-Silver JubUee Special, 
Decembei 19, 1986. Also see Guhan S: 
•Rural Poverty Policy and Play Acting' 
Economic and Political Weekly, November 
22, 1980 and Guhan S; ‘Social Security in 
India: Looking One Step Ahead’, BuHetin— 
Madras Development Seminar Series, 
Vol Will, No 9, 1988. 

18 The importance of ownership of homestead 
cannot be underestimated. An aspect of 
Kerala I .and Reforms was the provision of 
homestead to the rural landless. The im¬ 
plementation of this provision alone has 
coiitrihutcd much to the self-respect and 
.self confidence of the rural pooi. 

19 The message that economic growth and 
general development tu such may not solve 
the problem of poveny and that direct 
policy interventions in favour of the poor 
aic needed sras being propagated by World 
Bank from early seventies. The idea of 
utilising the surplus labour in rural areas 
for economic development was there in the 
development economics literature from 
early iilties. However, the concept of pro¬ 
vision of productive asset foi self- 
employment appears to have been first in¬ 
troduced in this country in 1977 under the 
title ‘Amyodaya’. This was the forerunner 
of'IRDP. And as is wellknown IRDP and 
the related anti-poverty prugrammes like 
NREP, RLEGP, etc, are entirely financed 
by domestic resources except that pan of 
the re-financing of IRDF credit is funded 
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by WiMid Bank via NABAR!>. 

Indian |>o«eny iis a complex phenomenon 
which is a product of a system with in- 

"V terldcked political, economic and social 
components. As such poverty cannot be 
eradicated by borrowed ideas and 
techniques. 

21 Indeed, a number of aid-financed IRDP 
programmes currently being impictnenled 
in a number of African countries and some 
of the neightxruring South Asian countries 
are very simtlai to our Community lievelop- 
ment (CD) Programmes of the fifties in 
content as well a.s in approach. 

22 For example, V B Gaikwad in his paper 
'Rural Development Strategies: Evaluation 
of Some Early Experiments in India' includ' 
ed in Dantwala et al referred to in note II 
ante, provides a very candid insight into the 
origins of Community Development Pro¬ 
gramme in India. He quotes Chester Bowles 
and others to argue that the introduction 
of the programme in India was motivated 
more by US government’s concern for a 
‘low cost’ strategy to keep India away from 
communism rather than the lofty ideals of 
Indian planners. 

23 The final estimates are yet to be released. 

24 See for example M S Ahluwalia; ‘Rural 
poverty and Agricultural Performance in 
India’, Journal of Development Studies, 
April, 1978. 

25 One redeeming feature of the drought of 
1987-88 was the significant quantum ol 
employment generation and foodgrain 
distribution under rural employment pro¬ 
grammes, especially in drought affected 
areas. This might have certainly reduced the 
misery of the rural poor and might have 
prevented many families from going under 
the poverty line. 

26 The overall economic growth as well a« 
agricultural growth have been taking place 
quite unevenly across different regions of 
the country. Also a fairly high correlation 
between agricultural growth and overall 
development is noticed. The sad fact is that, 
by and large, very little growth is taking 
place in agriculture and other sectors of the 
economy in regions where poor are aincen- 
trated The entire eastern region of the 
country is a testimonial to this. 

27 The prc.scnl growth trends point to the 
possibilities of lurther worsening of income 
distribution in the economy. As against vir¬ 
tual stagnation of growth in major wage 
good producing sectors, there is boom in 
production of many expensive consumei 
durables and luxury items. Indeed, it ap¬ 
pears that the current economic growth is 
mainly based on the market provided by the 
one hundred million, so-called, Indian 
middle class. 

28 Rir details, see C H Hanumantha Rao 

S K Ray and K Subbarao; Unstable Agriculture 
and Droughts, 1988, chapter 9. 

29 Here we do not take into account the fact 
that almost half of the families benefited 
by IRDP were provided with the asset 
before 1984-85 In a wider sen.se the 
dynamics of poserty is not explicitly 
brought in. Thus, for example, projecting 
poverty estimates based on a bumper crop 
year, to subsequent years cannot be justi¬ 
fied. Similarly, the effects o< population 


grtrwthandprittotwainfaiawidipA&tbM -v 
taken Into tCcount intheFnHRt anidyila. 

30 The average value of the autt hai been pro- 
gre»ively increasing over the years. How¬ 
ever, once adjustments for inflation of asset 
values are made, there may not be any 
significant real increase over tire years. 

31 A thorough discussion of the Actors that 
determine the level of income from IRDP 
asset, based on detailed empirical analysis 
is given in C H Hanumantha Rao and 
P Ranga-swamy. ‘Efficiency of Investments 
in IRDP: A Study of Uttar Pradesh’ Eco¬ 
nomic and Political Weekly, June 25,1988. 

32 For details, see, N J Kurian, ‘IRDP: How 
Relevant Is It’, Economic and Political 
Weekly, December 26, 1987. 

33 The figure of 4440 million mandays is in 
fact a conservative estimate. The actual 
employment requirement could be even 
higher. Using NSS data and making plausi¬ 
ble assumptions regarding the poverty pro¬ 
file, N Rath has e.stimaied the total number 
of person-years employed in 1988-89 for 
whom wage employment will have to be 
found as part of the anti-poverty pro¬ 
gramme as at least about 30 million. This 
IS equivalent to 8100 million mandays. For 
details .see N Rath, 'A Note on Possible 
Numbers of Poor People and Households 
m Rural India in 1988 89', published in the 
proceedings of National Seminar on Pover¬ 
ty Alleviation Programmes, Department of 
Rural Development, (iovernment of India, 
February, 1988. 

34 All the calculations are based on a poverty 
line estimate of Rs 6400 at 1984-85 price.s. 
laking into account the increase in the co.st 
of living index for agricultural labourers 
since 1984-85, the poverty line at 19(18-89 
prices works out to more than Rs 8000. The 
inadequacy of wage income at the current 
level of wages and productivity of labour 
is apparent from this. 

35 For derails sec S Guhan, 'Social Security in 
India: looking One Step Ahead’, Bulletin— 

Madras Development Seminar Series, 

Vol XVIH. No 9. 1988. 
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of taig« approach b that thb b ithe ndy 
sv^r to make sure that process b adiieved. 
Of courses under the present system of ver¬ 
tically mobile progress reporting such 
targetism may be inevitable. 

37 The eastern regiott of the country which ac¬ 
counts for almost two-thirds of the poor in 
the country has been, and lar^ stagnant 
in agricultural production. The pr^uctivity 
of rice, the pr^ominant staple crop of this 
region has been stagnant for dKades. For 
details, .see N J Kurian; ‘Economics of Rice 
Production in India—An Interregional and 
Inter-temporal Analysis’, Journal of Quan¬ 
titative Economics, Vol 2, No 1, January 
1986. 

38 Almost all the cases of atrocities on the 
harijans and other weaker sections in the 
rural areas during the last ten years can be 
traced back to the agriculturally prosperous 
communities, no matter whether such atro¬ 
cities took place in AP, Bihar, Gujarat, 
lamil Nadu or UP. 

39 A third strategy is, of course, the strategy 
ot confrontation which the radical left has 
been pursuing in pockets of the country 
from the days of Naxalbari without much 
success. 

4(1 Gujarat and Maharashtra are the best ex 
amples of this. In both these states the 
authority and prestige of zilia parishads 
have declined over the years. 

41 Such an arrangement already exists in one 
of the .states, viz, Nagaland. For details, see, 
A M Gokhale, The Common Fund Pro¬ 
gramme—A Strategy for A lleviating Rural 
Poverty m Nagaland, Administrative Train¬ 
ing Institute, Government of Nagaland, 
November 1984. In Maharashtra and West 
Bengal also NREP funds are allocated to 
the Panchayats which plan and implement 
the scheme according to local requirements. 

42 1'he ideas contained in the later part of the 
paper are being developed in a separate 
paper -titled 'Rural Development in a 
Framework of Social Security’ by the 
author. 
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Poverty, itural Labour Markets 

in India 

Kalpana Bardhan 

While growth is taking place in agricultural production, it is not using nearly as much labour as it could and 
should. The result is massive landless poverty and a significant constraint on non-agricultural growth. This is 
the contradiction which has emerged in the course of nearly three decades of agricultural growth in India which 
underscores the urgency of renewing or stepping up the efforts along three fronts: the redistribution of land and 
non-land assets to the rural landpoor for more self-employment; the organisation of the mostly casual wage- 
labourers in the sizeable ii\formal sectors, in direct alliance with the 'exploitation-neutral’ agents among students, 
intellectuals, social workers, school teachers and administrators; and stronger commitment to the provision of 
education, skill training and placement targeted for members of the landless labour families. 


ONE ’o) fhe striking etiects ol the 
demographic, technological and structural 
changes that have taken place over the last 
three decades in India is the increased 
proportion of wage-labourers in the rural 
workforce. A related process is the rising 
incidence of intra-rural and rural-urban cir¬ 
culation of landless and near-landless 
labour, in an oppressive new process of 
spatial trickle down, with the increase in 
inter-regional economic disparity. 'I he per¬ 
sistent poverty of the growing mass of rural 
labourers and small peasantry in the midst 
of the increasing prosperity of landed 
farmers is due to (a) increasing landlessness 
and the supply of landpoor labour increas¬ 
ing more than the demand, (b) the fiower 
and control that the landed employer/ 
creditors exercise in laboui transactions, 
whether through extra-economic coercion oi 
market power or a combination, and (c) the 
oiganisational weakness of the rural proto- 
prolclariat in contrast with the oiganisa- 
lional stiengih of the rural landed. 

1'hcagricultural growth process in India, 
coupled with the demographic pressure on 
land, has increased the pace of agrarian dif- 
terentiatioii, increasing the proportions of 
employees and employers relative to the 
family-labour-bascd, subsistence-oriented 
peasantry. Although (he extent of the dif¬ 
ferentiation has not reached the (.eninist 
logical extreme, and although peasant pro¬ 
duction has by no means disappeared, it is 
quite clear that first, the peasants’ depen¬ 
dence on wage-employment lor survival has 
increased, and second, the proportion of 
labour households that are landless (non- 
cultivating) has increased substantially since 
the end-fifties. Roughly half the agricultural 
wage-labour force now comes from landless 
rural households. What has increased is not 
the percentage of households not owning 
any agricultural or homesite land, but the 
percentage of small owners who have 
become labourers [Sanyal; I988|, either 
because their holdings grew too little through 
splitting and, being unable to get the needed 
supplementary landless or procure the 
needed material inputs, they leased out to 
large farmers on cropsharing basis or, more 
frequently, because they lost the use of the 


land in forced usufructuary moitgagc. The 
percentage of rural households owning /cio 
to less than I acre (in farmland and htmie- 
sile) is very high in India, 44 per cent in 
l%l-62 and 45 per cent in 1971-72, which 
reflects the failure of land reform, the sub¬ 
division of holdings under deinograpliic 
prcs.suic, and the growing partial alietiation 
ol poorer communities from land.' 

The deniugtaphie pressure on* land, the 
decreasing rural land-people tat to, has 
weakened the siilfieicncy ol the ca.se foi laud 
redistribution to end rural poverty, heighten¬ 
ed the need fur land-agunienting technology, 
special programmes for small larmers and 
rural industrialisation even if a significant 
land redistribution programme could he ini 
picmented today. Although the potential lot 
iuboui-intensive growth in yield per acre is 
immense, labour ab.sorption has been con 
strained, compared to east Asia and China, 
by the concentration of farm-st/e distribu¬ 
tion. C'oncuriemly with the agriciiltuiul 
growth process, and partly because of il, the 
operational concentraiion of land has in 
creased in the middle range at the expense 
of the small peasantry, especially tenants 
with very little land of their own. The 
increase in the landless and near-landless 
proportion of rural liouseholds has offset 
the eftcci of growth on the rural labour 
market in some regions, and reinforced thc 
effect of stagnation in others. The concen 
tration of land and other productive assets, 
and the sluggishness of rural non-agriculture 
have also aggravated (he effect of the demo¬ 
graphic factor to make the supply of rural 
wage-laboui ri.se far more than the demand. 

Even after one has taken account of the 
struclural-lechnological and demographic 
factors underlying the disparity ol the shifts 
in labour supply and demand, questions 
remain about the laboui-market processes. 
For neither the framework of perfectly com¬ 
petitive markets nor the framework of 
insiitutionally-futed subsistence wages within 
patron-client relations adequately explain 
the rural labour relations and the evidence 
of changes in 'about relations in an agrarian 
economy that is substantially comtnercialis 
ed as well as proletarianised. Studies or, the 
labour-market institutions, on the dynamic 


ic-l.<ttionslup between market forces and 
market institutions, show that transactions 
imeilocking laboui, credit, land lease, etc, 
arc common instruments not lust for di It us* 
ing weather and market ri.sks [Binswangcr 
and Rosen/weig; 1984] bin also tor tlic land¬ 
owners gaining market control [Bardhan: 
1982). 

Ihe agricult utal labourers iiiid maigiinal 
iscasants arc pooi not ttisi in land and other 
productive assets, but also to organisation. 
“The big landownei.s not only cnn.sliiulc a 
class-in-itselt but also .i class-lor-itseir*. 
Riidra [1988: 499) notes, "highly conscious 
of their powei and |>ii\'iloges and quite well- 
organised to detend and tiirther their in¬ 
terests Bv contrast, the agricultural 
workets Jo not as yet constitute a class-for- 
itsell riiev ate also not organi.sed in such 
a was astodcicnd then interests as a-classr 
“In classical Marxism”, Erik Wright [1983: 
12.7] notes, “the lelatioiiship between class 
stnicture and class tormaiioti was general¬ 
ly treated as relatively nnproblematic. In par- 
ticultii, in the analysis ol the working class 
It wii'. nsnally assumed that there was a one- 
to-one rclaiiintslnii between the proletariat 
as sirnctnrailv defined and the proletariat 
as a collectiv-e aiioi engaged in struggle... 
Neo Marxist class iheotisis have argued that 
ilicie iv a niiivti less dele:initiate ielation.ship 
beiweeti tin. two levels ol class analysis,... 
that i.iss ,tinegle is in the liist instance a 
snuggle over cl.'iss betoic it is a struggle bei 
wrt'/i chisscs" Otic cl loci OI the'ciietticlisa- 
tirin' ot the agiaiian laboniing classes 
iliiougli pci soiiuliscil inlet locking of multi¬ 
ple transactions is to tttoinise them and 
depress the provcss ol iheii oigamsalioil for 
colltviivc b;ng.j'.ning iirid class lonnation, in- 
si>iic (it the .asi iiicivase in their numbers 
in icscin decades. The incidence of labour- 
tying IS remarkably less in tlie relatively more 
unionised rural Kerala. The few eases of 
uruoius.ition of agiicullural labourers in 
Indta deserve to be studied caretully to gauge 
the importance ol colleeiive organisation for 
rnoditying the efferis ot the demographic 
and structural lactors, lot resisting the 
market power ol the propeiiied, and for 
engaging the state in nieasuics to counter¬ 
vail (he control that landowners can wield 
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ait labourers and to ametiomie their 
rty. 

;' Because labour is basically unlike other 
[-^BOaimodltics, the control of labour process 
%ierucial in pre-capitalist as well as capitalist 
.^production systems. In capituli.si aynculiure. 
■Wrhh technological innovations and prodiic- 
'tilvity increases, the labour-tying devices aic 
not so much to depress the absolute 
l-tevel of wages as to control the labour 
jaocess. Apart from the need to insiiic 
. stalely supply, which ts obviouslv impoiiant 
• J« seasonal agricultural operations, specially 
'With multiple cropping, ihe inescapable lact 
' is that taboui is not jusi anothci commodity. 
The quality ol fciiiliscr oi service of a 


' tractor can be objectively determined. Bui 
. the quality ot the labour input, which the 
. .capitalist wants to think he Is buying just 
like anything else, is deici mined not ju.sl by 
! skill, muscles, intclligeticc, age, even sex, 
things which he can screen, but al.su by 
thought, feeling and volition, by sen.se of 
alienation and di.sconteiU, wilyness and 
rebelliousness. Hence the undiminishing 
need under capitalism for using all kinds of 
mechanisms to control and manoeuvre the 
labour prvKess, including incentive wages. 
Since a large variety of tying and bondage 
mechanisms ha.s already been perfected 
under agrarian feudalism over the centuries, 
it would be surprising if capitalist farmers 
did not harness those time-tested control 
mechanisms and clientclising institutions lot 
their profit-making interests merely because 
these were originally used by absentee land- 
owners and feudal metchanis for other 
purposes. 


Credit-lied labour contract under capital¬ 
ism may be based on nniiual needs, rather 
than extra-economic coercion, but the 
employer-creditor’s power in the village 
factor markets and the landpour labotirei's 
lack of options, (he twin products of the 
unequal distribution of assets, make it an 
unequal cxcliange. The role of credit lor 
managing risk and subsi.stciicc deficit, and 
. the pauperising outcome oi its depivtyment, 
is highlighted in diought-prone areas with 
unstable prmluction and severe seu.sonal 
uneniplnymrnt. A succession of bad yeans 
reduces a peasant into a labourer due to his 
need for credit and the credit monoiioly of 
those adapted to the risks and in turn 
exploitative |.lodha; ldgl |. A family crisis in 
the form of death or disease, with the funeral 
Or medical cost, puts a small ownct-cum- 
tenaiit cultivator on a similar debt treadmill 
of tent and laboui exactions, which is the 
most typical proletarianising process in 
India. The credit need of the landpoor to 
tide ovei the slack .season is particularly 
severe in the econonHcally stagnating 
, regions, and aggravated by the increasing 
monetisation of the wages of agricultural 
labour and the rising prices of staple food- 
grains. What is needed is not only the reduc¬ 
tion of small peasants' production risks 
through water and drought-resistant seeds, 
for example, and countcr-sea.sonal earning 


options, but also alternative credit todicte 
for the landpoor, generated in the form of 
public supply or mutual fund. 

Since inter locking of labour transactions 
with iea.se or credit transactions, on terms 
controlled by the skewed ownership of land 
and capital, is a pervasive feature of the rural 
labour market, not just confined to the 
pia'apiialistic corvee labour, the question of 
Its effect on growth and distribution has 
rightly engaged much debate. One position 
is that the rural power .structure generally, 
and the market-interlocking institutions 
specifically, constitute a barrier to growth, 
a major cause of underutilisation of resour¬ 
ces and failure of capitalist growth to spreed 
rapidly, since it is through technological 
backwardness that small tenants and near- 
landless labourers are kept abjectly depen¬ 
dent on usurious credit [Bhaduri: 1983]. The 
other position is that the credit-tying affect 
the distribution of the gains from growth 
rather than the occurrence of growth itself, 
that credit-tied labour and tenancy contracts 
are easily tailored to accommodate techno¬ 
logical change and take advantage of policy 
incentives [Bardhan and Rudra; 1978). The 
landpoor labourers’ and tenants’ credit 
needs—to cover the regular seasonal sub¬ 
sistence deficit and the occasional family 
crisis—are exploited, and the process in¬ 
volves depressing the wages rather than 
disinduciiig the adoption of innovations. 
Asset concentration generates market power 
and skews the distribution of the fruits of 
growth, but It may not absolutely block the 
growth itself. It is noted that in arias ex¬ 
periencing agricultural growth, or urban 
gtowth generating alternatives for the rural 
landpoor, the traditional forms of bonded 
labour and hereditary debt obligation often 
become replaced by voluntary contracts with 
lie-ins. It is not just ‘primitive accumulation 
in backward agriculture' that relies on ‘the 
compulsions of debt,’ but also capitalist 
agritultuic using technological innovations. 
In this analysi.s, the agriculturi.st-money- 
Icndeis can easily manipulate the interlock¬ 
ing of market transactions in respon.se to 
changes in technological option, even 
actively deploy it for adopting those 
ciianges. It has not blocked growth as such, 
but undermined labour's bargaining position 
despite the immense size of the rural proto- 
pruletariat, and kept agricultural labourers 
and the small peasantry impoverished 
despite substantial agncultrki growth, as in 
Punjab, Haryana and Thmil Nadu. By focu.s- 
ing on the structural link between asset con¬ 
centration and the market-interlocking 
power of employer-creditors, the analysis 
does point to a certain allocative inefficiency, 
labour-tying institutions cease to be ‘feudal 
remnants’ when they are adopted in the in¬ 
terest of the .surplus extraction with techno¬ 
logical change and become useful to agra¬ 
rian capitalism, but that does not amount 
to saying (quite the contrary!) that agrarian 
socialism would not have bm more growth- 
efficient. The agricultural growth rate could 
be higher if the distribution of land and 


tlniter was laod^eqiiudt wUli ime iitepnw dl'' 
co-operativisation, iuid public policies wm^ 
geared to reducing the inequality of land, 
capital, education and know-how. Lesser 
concentration of land and other productive 
assets would have not only controlled rural 
poverty, but also been growth-eflicient in aii 
agrarian context of high man-land ratio. 
Unhampered by India’s alienation of land 
from labour, China managed to make more 
advances in the use of fertilisers, irrigation 
and multiple cropping than India [Wing: 
1987). There is little disagreement that the 
dynamic efficiency of resource allocation is 
constrained by land concentration and une¬ 
qual market power. The disagreement in the 
in$ti(utibn.s debate is about whether such 
constraints characterise not just ‘semi- 
feudal' primitive accumulation but also 
agrarian capitalism in India. In terms of the 
framework for ‘non-immiserising’ agrarian 
policy, Bhaduri’s analysis stresses the need 
to aggravate the interests among the ruling 
agrarian classes (farmers as opposed to the 
moneylender-cum-tradcrs), while the 
analysis'of Bardhan and Rudra stresses the 
need to accelerate the class formation of the 
landless and the near-landless. By pointing 
out the adaptability of precapitalist institu¬ 
tions to the needs of capitalism, under une¬ 
qual distribution of assets and organised 
power, the latter is certainly not suggesting 
its desirability, but rather the priority of 
active organisation of landpoor labourers 
and petty producers. Programmes of alter¬ 
native employment and institutional credit 
targeted on the landpoor, and some land 
redistribution, are useful in this analysis for 
detaching labour from credit transactions 
and organisation of the landpoor to pursue 
their own interests. 

Contractual tying of labour under 
agrarian capitalism deploys the control of 
land and credit to control the labour pro¬ 
cess to the advantage of profit-making, 
unlike involuntary servitude under feudalism 
which seeks absolute extraction of surplus 
by preventing labour from being marketed. 
Although contractual labour-tying has 
accompanied technological change and pro¬ 
ductivity growth, and hence cannot be said 
to have blocked growth, no one is saying that 
it has no growth-constraining effect at all. 
The growth rate is con-strained not only by 
the allocative inefficiency of unequal market 
power, but also by the public-resource cost 
of poverty amelioration, and the internal- 
market depressing effect of massive poverty. 
Power structure affects growth through its 
effect on distribution. An inequitous growth 
process is self-constraining. 

Vertical ties between landowners and 
labourers have adapted to, not disappeared 
with, agricultural growth in India, even in 
eastern India. Initiated by enterprising 
farmers individually, the vertical ties also 
help theircollective interest by blocking the 
organisation of landless labourers. The tradi¬ 
tional forms of patron-client relations 
anchored in social hierarchy, and enfoiced 
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maibBt-bMd labour tmniactioni, but these 
we personeUsed and vertically controlled. 
The asymmetry of wealth, market power and 
orsanisation between employers and labour¬ 
ers is reinforced by the labourers’ options 
being severely constrained by lack of access 
to the means of production, education, skills 
and job opportunities. The access to better 
jobs or means of self-employment and the 
related wherewithals remains stratified, even 
as non-farm job opportunities multiply in 
urban-industrial and within rural areas. 
Landpoor harijans and adivasis remain con¬ 
centrated in the lowest-paid ranks of farm 
labour and a variety of coolie labour. Up¬ 
wardly mobile migration is largely structured 
by pull factors that tend to correlate with 
disparities in education and material assets. 
In economically advanced regions, the 
stratification of access to jobs and where¬ 
withals may be less severe, but still promi¬ 
nent. The need is crucial for programmes of 
employment and institutional credit targeted 
on the landpoor, especially in disadvantaged 
communities and in underdeveloped regions. 
Some rural banks in Maharashtra now give 
interest-free loans to the landless, adjusting 
repayment against wages earned from rural 
public works; crop loan scheme linking 
credit recovery with sal^ to procurement 
agency exists in a few cases; loans for 
livestock purchases are in some cases can be 
repaid by milk delivery to dairy cooperative; 
sub$idi.s^ food rations for the rural landless 
exists in Kerala. These cases, though still 
isolated, are instiuaive as feasible alter¬ 
natives to dependence of the landpoor on 
credit from employer, landlord, merchant, 
separately or combined. This is important 
in both Bhaduri's analysis and in Bardhan 
and Rudra’s analysis; in the former, pro¬ 
moting capitali.st dynamism by creating 
competition among the agrarian ruling 
cia.sses; in the latter, facilitating agrarian pro¬ 
letarian organisation by weakening the 
capitalist-dominated interlocking of market 
transactions. Capitalist exploitation evident¬ 
ly is not a sufficient condition for generating 
proletarian class formation. 

Despite the distinction conventionally 
made between ‘power structure’ analysis and 
‘market imperfections' analysis of rural 
poverty, mos* of the evidence reveals inter¬ 
connections and convergence points between 
structural inequities and either market power 
or market failure. We sec institutional and 
political processes reinforcing asset in¬ 
equalities. We see the market-related causes 
of both inefficiency and inequity: small 
farmers being hampered by credit market 
failure with collateral and information 
problems, credit-tying or debt-bondage to 
control the labour process, market-inter- 
locking transactions, social barriers in access 
to the new opportunities, which combine to 
produce chronic deviations from the com¬ 
petitive outcomes for factor utilisation and 
for income distribution. The rise in food- 
grain prices in India, despite substantial 
growth in production, has eroded the small 


niom^ wage gain for the undiganlted 
majority of the food-buying poot^ without 
the benefit of subsidised food rations and 
indexation of wages with cosi-of-tiving in¬ 
creases. Prices of the major foodgrains in 
recent years have been strongly influenced 
by the farmers’ organised political power, 
enhanced by the ‘green revolution! The rural 
labourers’ political voice is dampened not 
just demographically but also by the atomi¬ 
sation and the lack of class organisation in 
their ranks. 

This paper is on the relationship (a) bet¬ 
ween the structural-technological changes in 
agriculture and the modality of agricultural 
labour (family labour versus wage-labour), 
(b) between the agricultural growth process 
and the labour relations, and (c) between 
labour relations (or the labour-market in¬ 
stitutions) and poverty. The problems of the 
poor as labourers are different from those 
of the poor as self (or family)-employed, and 
they call for somewhat different policy 
measures and organisational strategics. 
Besides, when the labour market is seg¬ 
mented, the access to employment oppor¬ 
tunities and marketable skills stratified, and 
the institutions of socio-cultural hierarchy 
interact with the instruments of economic 
power and market control, we cannot expect 
that the labour-market institutions will 
adjust spontaneously and promptly to the 
growth in production and labour demand, 
without the help of struggle in the socio¬ 
political arena to challenge the structure of 
organised power. 

AciRicui.ruRAL Growth and RuRAt. 

Proletarianisation 

The size of the rural wage-labour force in 
India not only exceeds, far exceeds in fact 
the urban wage-labour force, ^ but over the 
past two decades it has increased relative to 
the .self (family)-employed workforce. Bet¬ 
ween I9M-65 and 1974-75, the flush period 
of India’s ‘green revolution’ and also peak 
population growth, the number of primarily 
wage-dependent rural households with little 
or no land nearly doubled from 18 million 
to 25 million. According to the NSS estimate 
of usual-status (or main) workers, by 
1977-78 there were 62 million agricultural 
labourers as against about 100 million 
cultivating peasants. In the irrigated paddy 
regions of south and east India, with status- 
signifying avoidance of manual farm work, 
the proportion of wage-labourers in the total 
agiicultural workforce is higher than the 
two-fifths national average, as high as two- 
thirds in Tanjore district for example. The 
percentage of casual labourers among all 
rurhl male workers (main plus marginal) in • 
creased from 22 in 1972-7T to 26.7 in 
1977-78, to 28.8 in 1983. In the female case, 
the percentage of casual labourers was 
higher, increasing from 31.4 in 1972-73 to 
35.1 in 1977-78, to 34.7 in 1983.’ 

Even earlier, at the turn of the century, 
India had a sizeable agricultural pro¬ 
letariat,^ unlike China and the east Asian 


coutitdes. Ilie euMcs lure inteiudy 
and variously characterised as the tradltkmal 
hierarchy of privileges that historically bar¬ 
red the shudra castes from owning land, the 
carly-nineteenth century ‘de-industriali¬ 
sation’ from colonial trade that threw ai^ 
tisans into the ranks of labourers, the 
British-instituted land-tenure and property 
laws that allowed peasant land to be fore¬ 
closed by moneylenders, and the acedera- 
rion of population growth over the nine¬ 
teenth century. Although some of these fac¬ 
tors are paralleled in the recent experience 
of the last two decades, there are some major 
differences in degree. 

I'he recent upsurge in rural proletarianisa-. 
lion has arisen from a Combination of three 
factors; (a) rapid population growth on a 
slower growing land-and-water base, 
(b) agrarian structural changes concurrently 
with population growth, and (c) the push- 
pull effects of the increasing regional 
disparities, working through intra-ruraJ 
labour migration and through displacement 
and labour-market influx of the formerly 
self-employed. The displaced and the 
mobilised landpoor mostly entered the farm 
labour market in areas experiencing agri¬ 
cultural growth. The Outflows from there to 
other occupations inside or outside rural 
areas arc weak in the case of the landpoor, 
the ways up and out narrowed by their 
educational and resource deprivations. 
Relatively few from the landpoor labour 
tamilies arc to be found in non-traditional 
rural jobs or in scini-permanent puU-type 
rural-urban migration. 

The direct employment effect of the water- 
sccd-fcrtiliscr based innovations, inherently 
land-augmenting and .scale-neutral, has been 
offset by the effects of farin-.size concentra¬ 
tion and mechanisation by large farmers. 
Cuniparisons of farm-management data— 
among dtstricts, farm sizes, crops, and over 
timi'—consistently show positive employ¬ 
ment effects of these innovations, with the 
eflects of othci factors controlled. The slack 
seasoiih are activated with multiple cropping, 
and labour requirement per acre intensified 
for the peak operations along a tighter rota¬ 
tion schedule. 

How the employment generated affects 
wage rates and level of employment per 
labourci depend.s not just on the extent of 
input use (the si/e of their direct employ¬ 
ment effects), but also on the supply shifts 
in the labour market arising from land- 
di.stribution structure and demographic 
change, and on the labour-hiring institu¬ 
tions. The supply of rural wage-labotir has 
expanded from both structural and demo¬ 
graphic factors. The rising proportion of 
wage-labour in the agricultural workforce is 
composed of three elements; the ex-tenants 
and ex-artisans, the influx from depressed 
and defore.sted rural legions, and the market 
entry of the formerly discouraged labour 
supply. 

Responding to the increased scope for 
profitable farm investment, and reacting to 
tnc tenant protection legislation in the 
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I 'l|| fc» 4e foUoMrf Ag independence; landownen 
JbMteuingty retorted to farming with hired 
k^ur instead of leasing out. Where small 
knanu remained, they effectively became 
labourers, their short-contract oral lease 
serving as incentive wage. The security of 
tenure and regulatioi\ of cropshare rent 
existing in law remain unimplementcd, ex¬ 
cept where tenants managed to get regis¬ 
tered, in areas of large commercial tenants. 
0Carnataka) and in areas with a history of 
tenant movement (parts of West Bengali. In 
mcMt areas, small owners faced with reduced 
access to tandlease and inputs, cither teased 
out to large farmers with better access to 
Irrigation and purchased inputs or they held 
on only by increasing their participation in 
wage-employment. While the evicted .small 
tenants and members of households own¬ 
ing or operating too little land entered the 
rural labour markets, the increasing opera¬ 
tional concentration of land and the inten¬ 
sification of agriculture increa.sed the hired 
proportion of total farm labour input, 
especially in areas with strong cultural pro¬ 
pensity to withdraw family members from 
work in the fields. The distribution of 
cultivated area in India in the past two 
decades has moved in favour of the middle 
to medium-large farmers. The number of 
rural households not farming any (owned oi 
rented) land incrca.sed from 10 million in the 
mid-sixties to 13 million in the mid-seventies. 
The number of small and marginal farmers, 
roughly those with less than 2.5 acres, in¬ 
crca.sed from 20 million in 1960-61 to 50.5 
million in 1980-81, while their average size 
decreased from 1.1 to 0.9 acre, with the stret¬ 
ching of the tail end, and their access to the 
yield-raising inputs increased the least. The 
number of middle to large farmers, operat¬ 
ing 2.5 to 25 acres, increa.sed from 27 io 37 
million between I960 61 and 1980-81. 
Though average farm size in this range has 
not risen much, each acre has become far 
moic valuable as a factor of production with 
the largest increase in yield per acre in their 
ease. 

In many economically stagnating or 
drought-pifliie rural regions, chronic 
seasonal uneinployinent and subsistence 
crisis have combined with the rising in¬ 
cidence of ncar-landlessness to produce an 
increa.sing stream of circular migration for 
contract work in prosperous agricultural 
areas and in rural and urban construction 
projects. This kind ol hard-pressed mobility 
of rural labour as a survival strategy, to resist 
precipitous proletarianisation, usually docs 
not reduce exploitation, but merely changes 
the agents and the mechanisms of exploita¬ 
tion, and stalls dispossession only for a while 
[Breman: 1985]. Migrant workers are 
unorganised, removed from the employer by 
middlemen and contractors, to whom they 
are often loan-bonded, travelling and work¬ 
ing under extremely stressful conditions, 
their families and community networks 
eventually splintered in the process. 

Apart from those displaced from self- 


emptoynknt and th<i from the 

depreued to the growing rumi regions, Uwre 
is evidence of labour supply locally flushed 
out by agricultural growth from iandpoor 
households generally and s'pedally those 
previously employed in traditional non-agri- 
cultural occupations. From inter-district 
comparisons for 1962-65 to 1972-75, 
Bhaduri and Alagh [1978] found that 
districts with rising yields per acre typically 
experienced a roughly compensating increase 
in the number of male agricultural workers 
per 100 acres, thus holding the productivity 
per worker at near-constant level. Occupa¬ 
tional shifts within a district is regarded as 
the main source of this kind of adjustment 
within a high-growth district. The districts 
with poor agricultural performance, in spite 
of some seasonal outmigration, did not 
experience a corresponding decrease in the 
ratio of agricultural workers to cultivated 
area. 

The growth of new kinds of rural non- 
agricultural employment can be seen work¬ 
ing as a 'puli' factor for those somewhat 
above the poorest strata. Administrative 
.service and industrial jobs in the growing 
rural areas are pulling away members of 
farmer, artisan and trader families, those 
with some education or skills, saving or ac¬ 
cess to capital. The out-migrants for urban 
jobs, as well as the army and police recruits, 
arc also mainly the young educated from 
landholding families, as Oberoi and Singh 
|1980j noted in the case of Ixidhiana district, 
while the in-migrants are mostly landless 
labourers Ijong-term urban migration by 
rural labourers is relatively small for both 
developed and backward regions. 

Increased inicr-rcgional disparities in 
agricultural development has also mobilised 
considerable intra-rural seasonal iiiigraiion 
of labour, although it has not made a signifi¬ 
cant dent in Iandpoor poverty in (he 
stagnating or drought-prone regions. Short¬ 
term migration, often over short distances, 
does not show up as a significant adjustment 
(actor in inter-district or inter-state com¬ 
parisons of resident-worker data. Migration 
arranged by contractors for harvesting and 
construction work usually comes from 
longer distance, but most of them are 
circular or return migrants from small- 
hotding families, battling piecipilous decline 
into complete proletarianisation with the 
help of this hard-earned cash [Breman: 
1985]. 

The advanced villages tend to receive an 
inflow of farm labour during the peak 
harvesting and planting seasons, while the 
smaller outflow that they apericncc goes 
mostiy'into non-agricultural employment. 
Proximity or access to non-agncultural 
opportunities is greater fot agriculturally 
developed rural areas [Bardhan and Rudra: 
1980). The villages with very little irrigation 
and low cropping intensity often extverience 
labour outflows even outside the dead 
season, going for short-term casual or con¬ 
tract labour in prosperous agricultural 


regions ifldi in ' 

term intn-rumi mfipaikm wrtiM m tiglilitiiv. 
markrt adjustment mecheiiism. However, as 
trickle down* processes go; the intavregioaai 
kinds is less efficient thui pidslic investmoit 
supporting dispersed .gromh and poverty- 
targeted programmes in rural regions lacki^ 
economic growth relative to population 
growth. The regional disparities in agri¬ 
cultural growth performance since the mid- 
sixties are explained partly by regionally con¬ 
centrated public investment policies starting 
with the lADP (if not earlier with the irriga¬ 
tion investment in colonial times) even if 
regional differences in agrarian class rela¬ 
tions are both significant and decisive 
[Bhaduri; 128]. 

The proportional shift in India’s 
agricultural workforce from family-employ¬ 
ed peasants to wage-labourers has been par¬ 
ticularly pronounced for the female in the 
rice-growing states. In both 1971 and 1981 
census, half the female workers in India were 
agricultural labourers, as against a fifth of 
the male workers. In states like Andhra 
Pradesh and Tamil Nadu, with above- 
average landlessness and traditionally larger 
use of female labour in agriculture, nearly 
iwu-thirds of the female workforce by 1981 
were agricultural labourcis. In 1981, two- 
fifths of the agricultural labourers in India 
were female, as against one-third in 1971. 
The number of agricultural labourers (by 
main occupation) increased by 7.5 million 
between these two years, two-thirds of which 
was female. The increasing feipale propor¬ 
tion of the low-wage, mostly casual, and 
seasonally fluctuating agricultural labour, as 
also in construction and coolie labour, 
reflects not just the rising landlessness, but 
also the poorer work options for the female 
poor. 

Labour Absorption in Agriculture 

Per acre labour absorption and yield rates 
in India, despite the two decades of 
irrigation-led growth, are still fractions of 
those in Japan’ and other east Asian coun¬ 
tries. The number of agricultural workers 
(farmers and wage-labourers) per hundred 
cropped acres was about 30 in India in 1981, 
roughly half the number in China and 40 
per ceiit of that in pre-mechanisation (mid- 
fifties) Japan. In both China and India land- 
people ratio decreased over the last three 
decades. By 1983, rural population per 100 
acres of agricultural land was 137 in China 
and 201 in India. But as Wong (1987) notes, 
China managed to do a better job of pro¬ 
ducing an increasing amount of food from 
a smaller amount of land per worker. The 
intensification of cropping practices and of 
the cropping cycle itself over time has been 
greater in China. Ov« the period 1964-1973, 
the average annual growth rate in labour per 
acre in wheat units was 2.18 per cent in 
China and 1.09 per cent in India. Over the 
period 1964-1983, covering the post-1978 
spurt in China following the Household 
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6rdt^'«flKii>biiM Illation’ in 
India, tte inaeue in Mxnir per acre was at 
the rate of 2.12 per cent in China and 0.79 
pa cent in Indk.* 

The reasons for the underutiUsation of 
abundant labour in India, and the deter¬ 
minants of cross-sectional variations in 
labour use observed within the coimtry, have 
been investigated by a number of studies 
during the late sixties and the seventies. One 
of the explanations for the lower intensity 
of cultivation is India’s agro-climatic dif- 
femnce from the east Asian and the Chinese 
cases. Higher temperatulhs, lower average 
annual rainfall and greater seasonal uneven¬ 
ness of rainfall in India mean greater need 
for the more expensive groundwater irriga¬ 
tion and extensive systems of storage-based 
irrigation for the longer dry seasons. The 
replicability of the much-acclaimed Chinese 
record of small-scale irrigation works is 
limited in the Indian case, because of not 
only the structurally constrained capacity to 
mobilise seasonal unemidoyment at low cost 
for communitarian irrigation projects,^ but 
also the greater need for public investment 
alongside in large works to harness the 
unruly rainfall. Only a third of India’s total 
planted acreage now receives irrigation (from 
public, private and eonimunal. sources), 
though the Irrigated area has more than 
doubled since independence. 

Within this ovendl constraint, however, 
analysis of cross-sectional variations and 
changes over time .in the labour absorption 
rate reveals four determining factors: the 
irrigation and material inputs factor, the 
farm-size factor (the operational concentra¬ 
tion of iMd), the crop composition factor, 
and, the mechanisation factor. 

Tbtal as well as hired inputs of labour per 
acre are positively responsive to the levels of 
irrigation, multiple cropping, and the use of 
high-yield seeds and fertilisers. The re.sponse 
is significant in inter-farm, inter-village, 
inter-district and inter-temporal analyses, 
especially in comparisons, within a roughly 
homogeneous agro-cliraatic context and 
crop pattern, adjusting for differences in 
farm size and machine use [K Bardhan: 
1976]. India is a largely semi-arid country, 
except fra the eastern regions, the coastal rim 
and the Himalayan foothills. A third of total 
planted area receives less than 30 inches of 
annual rainfall. The average precipitation 
during a normal year isabout 47 inches, two- 
thirds (29-30 inches) of which falls within 
a short period of less than 100 days, much 
of it agriculturally unutilisable, if not 
destructive as soil-eroding runoffs and 
floods, unless stored for the drier months. 
Irrigation is crucial not only for protecting 
yields from delayed and sub-normal rains, 
but dsO for multiple cropping high-yield 
seeds and the labour-intensive wet cultiva¬ 
tion. Irrigation and its growth so far have 
been very unequal regionally. In the early 
seventies, foUowing the onset of rapid agri¬ 
cultural growth, the districts with highest 
yields with one-aixth of the nation’s gross 


mppdd area is accaanted ifor oiie>-:^rd of 
its irrigated area, white the lowest-yield 
districts with pne-third of nation’s gross 
cropped area is accounted for only a tenth 
of irrigated area [Bhalla and Alagh; 1979]. 
More than three-quarters of India's 281 
districts did not practise intensive farming 
methods to any significant extent.due to 
some sort of irrigation problem. 

The recognised priorities are to allocate 
more public investment in extending the 
capacity in rain fed and semi-arid areas, and 
to improve the allocation and utilisation of 
surface irrigation in the high-capacity areas 
The first uisk i.s resource constrained with 
the political difficulty of taxing the benefi¬ 
ciaries of existing public works, and the 
structural difficulty of mobilising local 
resources to generate communitarian water 
systems. In nluch pf eastern India, small and 
fragmented holdings pose additional dif¬ 
ficulty in tapping the regions’s abundant 
groundwater. For small farmers generally, 
and those situated at the tail end of canal 
irrigated areas specifically, pooling tor 
tubcwell-and-pump is a solution not yet 
adopted widely. As foi the second task, there 
is some shift in policy emphasis towards 
making bettci use of existing capacity with 
more sophisticated water control in the com¬ 
mand area, such as change from the con¬ 
tinuous flow to rotational delivery to save 
water, improve tail-end availability and 
minimise yield loss from drought by means 
of spreading the shortage |Wade: 1980]. The 
small farmers, often at the tail end and 
unable to supplement with private irrigation, 
are hampered in adopting better cropping 
patterns even in the canal-serviced areas. The 
purely engineering measures and bureau¬ 
cratic management remains to be supple¬ 
mented by local organisation of rational 
allocation below the canal distributary 
outlets, field channel maintenance, and 
remedies for conflicts, misappropriation and 
‘waterlordism’. Village-level corporate 
response to a given water constraint tends 
to be influenced by the distribution of land- 
ownership in relation to proximity to the 
headreach positions [Jayaraman: 1981 j. 
Where the rich farmers are able to get 
enough water without a co-operative con¬ 
trol committee and without having to incut 
private expenditure, they block its formation. 

Given the irrigation factor, and the related 
use of land-augmenting inputs and cropping 
practices, an important determinant of 
labour absorption is farm size, and hence the 
operational concentration of land. In Farm 
Management Survey data, labour input per 
acre shows a consistently negative relation¬ 
ship with farm size, after controlling for dif¬ 
ferences in irrigation and use of material in¬ 
puts.’ This negative farm-size effect holds 
for districts with different growth perfor¬ 
mance and for the FMS resurvey (end- 
sixties) of the same districu at least as 
strongly as for the initial (nud-fifties) survey, 
after controlling for differential irrigation 
iiumsity across farm sizes. According to 
Planning Commtesion [1977] estimate for 


ItuSa as a vrimte, an iulditional )Q per coat 
of {^jcrated area transferred to fanners with 
S acres or less, either through proprietary 
rights or through secure tenancy, with 
adequate supports system of credit and hi* 
put supplies, would raise employment by S 
per cent. 

Several reasons are cited for the inverse 
relation between farm size and li^u^ 
intensity of cultivation. First, the use-coct 
of labour is lower for the family-labour 
based peasant, seeking a consumer-labour 
balance to minimise the difference between 
utility of income and disutility of thd 
drudgery involved, than it is for the large 
farmer-emplc^er seeking to maximise profit 
[Sen: 1975). The presence of hiring peasants 
and cultivating labourers is not inconsistent 
with this characterisation of labour-cost 
dualism between peasants and commercial 
farmers. The hiring in is often for contingen¬ 
cies, the hiring out for .supplementing sub¬ 
sistence production or as part of credit tran¬ 
saction or tenancy. Qther reasons why family 
labour is effectively cheaper to use are its 
lowei supervision and transaction costs 
[Ghosh: 19791 and the availability of 
(female, child and aged) labour less likely 
to be otfered in the tnarket. The small 
farmers' labour-cosi advantage, which 
explains the resilience that the ‘agrarians’ 
noted in the peasant mode of production is, 
howcvci, cuunteiactcd by their financial 
disadvantage with respect to the commercial 
inputs. Their inherently labour-intensive 
growth capacity can therefore be promoted 
with improved access to credit, water and 
land-augmenting inputs. 

Another reason for the negative relation¬ 
ship between farm size and labour use is the 
difference in crop pattern. Within a given 
agro-dimatic and technological context, 
crop-and-operation specific inputs of labour 
are oltcn fairly similar between large and 
small taniis, and the negative relation much 
less significant tor an individual crop 
[Vaidyanathan: 1978). It is the variation in 
the composition and intensity of cropping 
that produces much of the overall difference 
in labour absorption rate [Bharadwaj: 1975: 
Ahmed: 1981). A moie labour-intensive crop 
pattern increases the large farmers’ periodic 
need to recruit large numheis of labourers 
tor Ihe time-bound peak operations. The 
accentuation of the transaction and super¬ 
vision costs generates the paradox of labour . 
‘shortage’ in spite ol underemployment of' 
the landpooi, and prompts the large farmers 
to tic in labour supply fni peak .season 
through advances or lean-season hiring or 
landlease, and use incentive wages like piece 
or share' rales. Gr it prompts mechanisation 
of the peak operations, which reduces the 
labour-intensity of even the scale-neutral 
water-seed fertiliser innovation if it is 
oriented to large farmers. 

lb the extent the higher labour-intensity, 
and sometimes also the higher yield per acre, 
of small farmers is due to their labour-cost 
advantage, the question arises as to why the 
landed do not lease out more than they do 
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much u they tnulitioittiiy did, udiy the 
[MiMbution of operational holdings is not 
unequal than the distribution of owner- 
holdings. One reason is the counter- 
(; jnoductivity of the kind of tenancy reforrf) 
t 'that has been legislated in India, '.vithout 
IwfoT registration of small tenants for pro- 
I'l^eetion against eviction or intimidation. The 
; tKh» reason is the compensating advantage 
I ol larger farmers in the ability to liiiancc 
: material inputs and fixed capital. Even 
though there is not much evidence of in- 
' Cieasing returns to scale in Indian agri- 
’ cidture,* the small farmers’ disadvantage in 
the access to credit, water and know-how 
constrains their adoption of even the iabour- 
, using inputs. Unequal distribution of land, 

' water, credit, etc. limits the prospect for 
labour-inten.sive agricultural growth in India. 

: *‘In a situation where markets arc relatively 
few in number;' Chakiavorty [1984j notes, 
‘tibstacles to an increase in productivity can 
stem from the fact that possession of the 
means of production by a selected few 
{nevenu a potentially more fruitful combina¬ 
tion of factors of production being worked 
out in practice!’ 

Controlling for fatm size and irrigation, 
the inter-farm variation in labour input per 
acre depends on the availability of family 
workers per acre, which is linked with the 
Hfe cycle of the family and also the cultural 
attitude of the landiwlding castes towards 
manual field labour. Some smallholders have 
fSewer workers than others, or fewer available 
for farm work; some of them belong to 
middle or upper castes, while large farmers 
in some areas belong to peasant castes not 
averse to cultivation work; and the process 
of household (and landed property) division 
is regionally diverse. Irrigation and multiple 
cropping increase the signifcance of' the 
household demographic factor. In the FMS 
data for the mid-fifties as well as the end- 
sixties, the u.sc of hired labour is negatively 
correlated with the number of family 
w>rkers per acre, given other things as equal. 
Controlling for the farm size and the level 
. of use of the water-seed-fertiliser inputs, a 
larger per acre availability of family labour 
.seems to be associated with a pioduction 
pattern with larger total input of labour per 
acre. 

The direct employment effect ofthe water- 
seed-fertiliscr iniiuvution is generally 
sepaiated from that of mechanical innova¬ 
tion, because it is independently viable and 
appropriate foi a country with high man- 
iand ratio, and because mechanisation in 
India is prviduced by tlie concentrated farm- 
size distribution and the subsidisation of the 
purchase of machinery. The employment 
effect also dill'ers between different kinds of 
mechanisation, indicating the need for selec¬ 
tive incentive and disincentive or regulation. 
Equipment tor irrigation and ploughing, if 
there is a draft animal constraint, tend to 
have a positive to neutral employment 
effect'* through increasing the cropping in¬ 
tensity. Tractors, however, change the com¬ 
position of hired labour, increasing the use 


of regular or attached UtboureH, while 
reducing the use of casual labour. The 
tubewell-pumpset has the opposite effect of 
difplacing the regular labourers needed 
earlier for lifting water and tending the 
bullocks, while increasing the use of casual 
labour for harvesting and weeding (Rudra: 
1971]. The neutral to positive net employ¬ 
ment effect of tractor ploughing svas 
observed in the initial phase of the ‘green 
revolution’ when fewer tractors were in use, 
mostly on custom-renting. The regionally 
concentrated multiplication of tractors since 
the mid-sixties, encouraged first by liberal 
imports and then by indigenous manufac 
luring and subsidised tractor loans, has 
turned it into a major labour-displacing 
factor in some regions. 

The labour-saving mechanisation of 
harvesting, despite low agricultural wages 
and availability of seasonal migrant labour, 
has similarly spread across the prosperous 
regions as commercial farmers seek to 
minimise the recruitment-cum-supervision 
tasks involved in the seasonal hiring of large 
numbers and as the premium on timely com¬ 
pletion of harvesting and planting increases 
in tighter schedule of operations. The large 
farmen’ incentive for mechanised harvesting 
arises from the premium on timeliness of 
harvesting and threshing opmtions in multi¬ 
ple cropping rather than from a comparison 
of wage cost with harvester rent and diesel 
cost [Morehouse: 1982], Apart from 
eliminating the uncertainty about mobilising 
enough labourers on time, mechanical 
harvesting and threshing takes a week le.ss, 
so that by renting harvester the large farmer 
reduces the risks of crop damage and 
delayed schedule, speeds up financial turn¬ 
over by marketing earlier, and gets the 
premium on optimum timing of the se¬ 
quence of operations. Partly due to these 
stakes of large farmers, partly the Punjab 
government’s financial backing of manufac¬ 
turers in the mid-seventies and the mechani¬ 
cal engineering industry taking off, the ban 
on harvester import was promptly followed 
by flourishing indigenous manufacturing 
capacity and servicing networks. 

Against the handful of high-wage jobs for 
tractor drivers and mechanically skilled 
labourers is the withering of employment for 
large numbers of landpoor labourers in the 
few weeks when their wages and bargaining 
position briefly improves. The divergence of 
private from social cost-benefit equation for 
technological choice, the anomaly of 
massive rural landless poverty in the midst 
of farmers’ boom and impressive production 
growth raises questions concerning policy. 
Private profltability of socially non-optimal 
technological choice has in fact been pro¬ 
moted by subsidisation of bank loans for 
tractors and harvesters and underpricing of 
diesel. Ibo little effort vras madeto |»omote 
small power tillfers to relieve draft animal 
constraint, and small equipment for speedier 
manual harvesting, threshing and w^ing, 
things that would also have moderated the 
backbreaking effort of labourers and small 


peasant!; Asrbtpt ^bere ^ ittn a rote Ibf 
farm labour unions in resteting labour- 
displacing mechanisation in a country like 
India without hurting agricultural gr^h. 
Organisation of farm labourers could be en¬ 
couraged to negotiate With large fanners the 
guarantee of the needed labour supply for 
each peak operation as part of group w^e 
contract, in areas of seasonal labour shor¬ 
tage, the unions could act as the agency for 
contract labour for peak operations—-using 
both local and migrant labour and any other 
source they could tap through connections 
with other unions, student bodies, labour 
welfare officers, etc. 

The labour-using technological elements 
in the agricultural growth process in IncUa 
has been offset by increasing labour-saring 
mechanisation, by the effect of the opera¬ 
tional concentration of land and the small 
fanners’ lack of access to production credit 
and inputs. The latter has contributed to 
raising the ratio of wage-labour to self 
(family)-cmployment in the agricultural 
workforce, while depressing the overall 
labour-intensity of the production growth 
that has taken place. The positive employ¬ 
ment effects of public investment in irriga¬ 
tion and other land-augmenting inputs can 
be stepped up not just by allocating more 
resources in this category, but by targeting 
it much more on small farmers and under¬ 
developed regions. The effect of small 
farmers having poorer access to these inputs 
reinforces the effect of increased farm-size 
concentration, making the overall per acre 
absorption of (hired plus family) latour rise 
less, and its hired part (or the wage- 
dependent proportion of all agricultural 
workers) rise more than what would other¬ 
wise have occurred with the output growth. 

For rural labourers, the net demand effect 
of the changes in agrarian structure and 
techitology has been offset by thdr increased 
numbers in the rural labour market arising 
from demographic pressure and the opera¬ 
tional concentration of land. The direct 
employment effect of agricultural growth so 
far has not translated into rise in the level 
of annual employmoit and real earnings per 
labourer or even per labour household. iW 
motion of rural non-agricultural employ¬ 
ment has been recommended for offsetting 
the distributive implications of agrarian 
capitalim [Bhalla and Chadha: 1982; Vyas 
and Mathai: 1978], Dandekar and Rath 
[1971] advocated short-tmn employment on 
large-scale through extensive rural public 
works. The Planning Commission has con¬ 
sistently emphasised the employment ra¬ 
tionale for some d^jee of land redistribu¬ 
tion through implementation of the legis- 
iated ceilings on landownership" and the 
distribution of non-land productive assets 
(loans to acquire those assets) and skill train¬ 
ing for the landpoor, as under the IROP 
which in the eighties has consolidated the 
piecemeal anti-poverty programmes in¬ 
troduced since the late sixties. Others 
emfrfiBsise the promotion of petty producers’ 
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1 piMjfmitfVMi'i«l iiuidleu rund labouitn’ 
itaic^ 10 itme^ ttwir dindvaotage and 
vulnnability in labour and credit transac¬ 
tions. Obviously, these are not substitutes, 
and various elements of these remedies can 
be found at work in various pockets of the 
country, though rarely in an adequate and 
concnted manner. Public investment in 
strategies to step up, diversify and disperse 
rural economic grc^h, as well as jn under¬ 
taking poverty-targeted programmes, has 
been restricted by the political inability to 
tax the large farmers’ growing proHts and 
to curb unearned incomes and luxury 
consumption. 

Food Prices and Rural Labourers 

Rural labourers' real earnings are deter¬ 
mined not only by the structural and techno¬ 
logical conditions within which the produc¬ 
tion growth takes place, but also the policies 
regarding agricultural prices, since rural 
wages are increasingly monetised and legal 
piinimum wages hardly enforced in the case 
of the mostly non-unionised labourers. 
Money wages do not rise in line with food 
prices, when the village labour market is 
dominated by powerful employers, and the 
labour supply parameters are rising more 
than the demand parameters. This is apart 
from the precipitous drop in real wages that 
' occurs with abnormal price rise during poor 
harvest and speculative hoarding by traders 
and farmers in anticipation of a poor 
harvest. Starvation is usually caused by 
drastic, even in temporary, drop in the pur¬ 
chasing power ol labour without guaranteed 
food entitlement [Sen: 1981). The incidence 
of rural poverty is significantly correlated, 
in time-series data, with the foodgrain- 
dominated cost-of-living index of agri¬ 
cultural labourers.'^ 

Bitter controversy has surrounded the 
policy question concerning the effects of 
foodgrain prices on the farmers’ incentives 
and the labourers’ poverty. T W Schultz and 
Michael Lipton, among others, blamed un¬ 
favourable food price policy for poor ^ri- 
cultural growth. Others point out that the 
general direction of changes in the inter¬ 
sectoral terms of trade in India since the 
mid-sixties shovrs no evidoice of price policy 
bias against agriculture [Chakravarty: 1974; 
Mundle: 1981; de Janvry and Subbarao; 
1986]. A variant of the policy bias argument 
is that grain procurement by the goveriunent 
constitutes too large an implicit tax on 
farmers. This is refuted by noting that 
(a) procurement in grain-surplus states is 
generally in the form of pre-emptive pur¬ 
chase at prevailing wholesale price, (b) pro¬ 
curement rarely has been more than a tenth 
of grain production (2S-30 per cent of the 
marketed surplus), (c) procurement and 
distribution of part of the markered surplus 
even at below-market price has the effect of 
pushing up the market price for the rest, 
enough to make the farmers’ price no less 
than what would have prevailed otherwise, 
and (d) the incidence of all taxes in India 
in fact favours agriculture. 


There is no doiibt that tow and fluctuating 
farm prices impede production growth, but 
the issue is whether large price increases are 
necessary for stimulating farm investment, 
and how to minimise the trade-off between 
farmers’ profits and unorganised labourers’ 
subsistence needs. Profits and incentives are 
served very well by greater supply and lower 
prices of superior inputs, and better access 
to the growth infrastructure. The under¬ 
utilisation of canal irrigation, for example, 
is entirely an organisational and structural 
problem, not a problem of low crop prices 
or high water rates. The price policy is now 
designed primarily to maintain a cost-plus 
producers’ price floor for each foodgrain. 
Earlier attempts to set price ceilings, in¬ 
effective if not counterproductive in causing 
detours in marketing channels, have been 
given up. Since 197{, the Agricultural Prices 
Commission has b^n announcing what ef¬ 
fectively are to be the support purchase 
prices, set by the multiple criteria of produc¬ 
tion co.sts,'^ trends in market prices, inter¬ 
crop and input-output price parities and 
since 1980, also inter-sectoral price parity. 
Procurement is at liberally assessed cost-plus 
prices, and subsidised public distribution 
covers mainly the urban consumption of 
staple foodgrains, a third at most of total 
purchased consumption of cereals in the 
country. 

Food prices tend to be the leading factor 
in inflation in India, unlike in the western 
countries. With the vast number of poor 
buyers close to bare subsistence level, the 
demand for foodgrains tends to be more in¬ 
elastic to price increases than to price 
decreases [non-linear demand curve, as 
noted by Sarris, Abbott and Ikyloi: 1977], 
Grain acreages and production do respond 
to (the annual changes and the trend in) 
fanners’ prices for competing crops, but not 
so much to erratic windfalls along the 
trading channel, which hurt the food-buying 
rural poor the most. The procurement-cum- 
support prices seek to approximate the 
equilibrium deduced from long-term projec¬ 
tion of demand and supply changes, and 
maintain parities among competing crops. 
Over the seventies, the procurement prices 
for rice and wheat were increased at fairly 
high annual rates, more than the increase in 
their free-market wholesale prices. 

In contrast, the food-buying poor have 
received too little protection, particularly the 
rural labour households. Except in a few 
states, public distribution hardly covers 
them, and other forms (like, grain wages in 
rural public works) are too limited and 
unsteady. The main constraints are budge¬ 
tary resource and the capacity to procure and 
distribute on a huger setde: Optimally, a pro¬ 
gressive agricultural income tax, or at least 
a flat-rate tax on family landholding and the 
land rental should finance it. Attempts to 
tax farmers’ gains, directly or indirectly, by 
raising water rates for example, have en¬ 
countered formidable political resistance. 
The lack of political commitment to protect 
the rural wage-earneis is a problem, but not 
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an immutable one. Agricultural labouiett* 
unions in Kerala have efflKtively agitated for 
public services, including suteidised fotod 
rations, not just higher wages and better 
working conditions. Protection of the food- 
equivalence of wages can be substantially 
improved by extending rural coverage of sut^ 
sidised public distribution, and by workers’ 
organisations operating consumer cn* 
operatives and loan-funds for members 
[ILO; 1978], in addition to collective 
bargaining, to eliminate expensive midefle- 
men and take advantage of seasonal low 
prices. The poorest pay higher prices for 
staple foodgrains not only because they are 
forced to make frequent small purchases in 
the seasonally fluctuating market, but also 
becau.se of their dependence on credit front 
employers and shopkeepers in the slack 
sea,son before harvest when both unemploy¬ 
ment and grain prices are higher. Loan fimds 
operated for and by the labourers in a 
village, combined with a targeted publie 
distribution system and an exclusive con¬ 
sumer co-operative, can improve the 
subsistence-yield of their wages. Unions of 
plantation and agricultural labourers in 
India have confined their activitiat tO 
negotiating wages and the establishment of 
fair-price shops. Even when this is secured, 
there are important reasons why the utuons 
should be involved in running the shops. At 
the present, however, .since most village* in 
India have neither unions of landpoor 
labourers nor subsidised food rations for 
them, high priority should be given to 
tatgeted credit programme and fair-price 
shops 

FTiority should also be given to targeted 
supply of potable water and fuelwood. In 
order to lessen the load of these tasks that 
cause enormous effort and calorie expen¬ 
diture for the female and juvenile landpoor, 
precisely those with the least to eat.’^ 
Ikrgeted wells, woodlots, feedlots, light 
transportation to and from work, inexpen¬ 
sive tools to improve energy usage in manual 
loading and hauling are important as eneigy- 
conservation measures to reduce the calorie 
deficit corresponding to any given real wage. 
These are no less important than lower food 
price for increasing the calorie yield of a 
given mon^ wage and collective bargaining 
for raising the level of money wage. 

Agricultural Labourers' Poverty 

Between the mid-sixties and the mid¬ 
seventies, the flush period of India’s 'green 
revolution’, while the number of agricultural 
labourers increased by roughly 50 per emit, 
their per head employment decreased ami 
the time unemployed increased.” 
Agricultural growth raised the aggregate 
amount of farm wage-employment, but by 
less than the concurrent increase in the 
number of labourers in the market. Over this 
period, the average daily real wage rate for 
male agricultural labour in India declined 
by 12 per cent. At the state level, it increased 
only in Punjab, Haryana and Uttar Pradesh. 
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; Aitnual wage earning per agricultural laibour 
liousehold, deflated by cost of living index, 
fell by lA per cent in rural India O'! a whole, 
and by ll per cent even in the Punjab- 
Haryana region where the real wage rale in¬ 
creased.** Agricultural growth meant 
several weeks of higher wage rate for the 
time-bound peak operations, while the 
hiring demand in the rest of the year did not 
rise enough to maintain annual employment 
per labourer at its eariiei level ssith a smaller 
number of labourers in the maiket. The 
wage rate is sensitive lo increases in the 
demand for labour in the peak seasons. 
Hence, the annual average of the daily wage 
rates could and did increase in the high- 
growth case, oven though the average 
employment per labour dec?cased The net 
re.sult was lower earniiics per labourer. 

Rural economic giovvth has on the whole 
been too little, given the demographic 
pressuie and the point ised agrarian structure, 
to reduce the landless and near-landless 
poverty by generating larger employment 
and earning per labourer or per labour 
fbmily. Monetisation of wages, and food 
price inflation eroding the meagre wage 
gains (grain prices, apart from rising 
annually, are higher during the slack pre- 
harvest season when labourers earnings drop 
precipitously) aggravated the rural labourers' 
problem of recurrent seasonal deficit in pur¬ 
chasing power for daily sub.sistence. Rural 
non-agricultural growth has not been 
substantial and dispersed enough to improve 
the lean-season earning per labourer or 
labour household. The near-landless 
labourers are also less able than small farmer 
and artiiian families to undertake .selective 
long-term migration strategy and receive 
remittance from migrants on a sustained 
basis. Although they migrate in large 
numbers for short-term work as gang- 
contracted harvest labour and construction 
labour, the conditions of this kind of low- 
wage roving casual labour is too stressful, 
draining and unremunerative to carry them 
beyond bare survival, into any kind of 
bargaining strength in dealing with emp¬ 
loyers, locally or as migrants. 

The crowding of the agricultural labour 
market -with the pulls (inira-rural migraiton 
and occupational shifts) and pushes (lot 
smallholding tenants and artisans)~coiild 
have been counteracted by a higher rate and 
dispeision of agricultural growth, more 
labour-intensive technology-mix and rural 
growth of non-agricultural employment. 
l.abour-intcnsity of agricultural growth is 
constrained by farm-si/c concentration and 
the related mechanisation. Generating non¬ 
farm self-cmployincnt often involves some 
land as a co-operant asset, and thus leaves 
out the landless Access to non-agricultural 
wage-employment is limited for those poor 
in education and marketable skills. Even the 
rural public works as a source of slack- 
season employment is not significant in ex¬ 
tent except in Maharashtra. In the near 
future, given the momentum of labour-force 
growth, even sustaining the present rate of 


agricultund growth may not tighten the rural 
labour market enough lo eliminate the 
poverty of the rural landless. The need will 
thus remain for poverty-targeted program¬ 
mes, specific measures to augment skills and 
job options for the rural landless. The anti- 
poverty programmes have aimed mostly at 
the self-employed and very little on the poor 
as labourers. 

Improving the lean-season employment 
opportunities for the landless and the near¬ 
landless can at least let them afford a higher 
reservation price in negotiating risk-sharing 
tiansactions and contractual tie-ins, instead 
of htxviiig to be so utterly dependent on 
employer-credit to get through the slack 
season and constantly making distress sales 
of future labour. The relevant policy areas 
that aic now receiving more, though not 
enough, attention than a decade ago arc: 
generating non-agricultural means for 
supplementary self-employmcm in landpoor 
households (programmes for animal hus¬ 
bandry 'and cottage industry, loans to 
acquire productive non-iand assets for sclf- 
cmployincnt, under the IRDP and the dairy 
development •projects); impiemcmaiion of 
the landownership ceilings with co- 
operativisation of the land recipients; exten¬ 
ding the coverage of subsidised distribution 
of foodgrains lo the rural landless labourers; 
provision of supplementary wage-employ¬ 
ment during the agricultural .slack season 
(more extensively than what is generated 
under the NRliP”). These policies seem 
more likely to be generated and effectively 
implemented where the landpoor labourers 
themselves are organised for collective 
bargaining and political articulation. The 
priority of establishing growth infra.structurc 
in the lagging rural regions is well recognis¬ 
ed. However, even with economic growth and 
active labour niaikct, labour is unlikely to 
receive even its marginal product without 
countervailing collective initiative. 

l.ABOl'R MOVfcMtNI WIIHIN LOW 

Growth 

The experience of unionisation ot farm 
labourers in parts of Kerala illustrates what 
works, what does not, and what el.se could. 
The degree of rural proletarianisation is 
severe, even by the Indian standard,'* but it 
is a literate and highly politicised body of 
agricultural labourers. Rural unionisation 
has favourably affected not just the wages, 
hut more iniporianlly. the working condi¬ 
tions and the physical quality of life. In a 
region with the history of landless untoun- 
chables as agrestic slaves, the decades of 
labour movement has considerably ameli¬ 
orated the farm labourers’ working condi¬ 
tions, ending the oppression and indignities 
that are common in other parts of the coun¬ 
try. Directly or indirectly, it also promoted 
homestead entitlement'* and subsidised 
public distribution of foodgrains for the 
rural landpoor. Their children have a high 
rate of school enroimem, with parent literacy 
as a predisposing factor, better accessibility 


of rural schools, ^ inc^ve at the 
lunch, and the political discouragement of 
hiring child labour. Labour ralations in rural 
Kerala are no longer tied with credit, and 
debt-bondage of labour is nearly non¬ 
existent. The impact of the rural labour 
movement should be Judged by all the pro¬ 
gressive change processes it has propelled, 
not just the direct wages gains, since the 
feasibility of direct wage gains within 
capitalist agriculture is limited by the 
demographic pressure. Union movement in 
one state is, however, beset with negative a- 
lernalities (mainly, industrial capital flight, 
overcrowding in the agricultural labour 
market). 

While the average real wage rates for 
agricultural labour has fared better in Kerala 
over the three decades 1956/57-1984/85 
[Jose: 1988; Unni: 1988] than in most other 
slates, better than even the high-growth 
states of Punjab, Haryana. Ihmil Nadu and 
Karnataka, the (time) rate of unemployment 
for them is the highe.st in the country.® 
.Mtliough from the labourers' viewpoint it 
is belter than having lo work more for the 
same real earning,^' agricultural labourers 
have .so many unemployed days in the slack 
seasons that often they cannot buy the food 
rations in that period and have to buy on 
credit from the shopkeepers, which cancels 
pan of the wage gain the union managed 
to secure (Mencher: 1980). Most of the 
labourers interviewed by Mcncher said that 
they would accept lower wage rate if more 
regular work was available. The union wages 
do not always hold except during the brief 
harvesting period. 

The unionisation, however, is not respon¬ 
sible for the high unemployment among 
farm labourers in Kerala. The main causes 
arc the low agricultural growth rate and the 
sharp rise in the number of agricultural 
labourers, with the locally important coir 
industry stagnating and the homesite allot¬ 
ment for landless families discouraging thnr 
permanent migration from villages. Agri¬ 
cultural growth depends largely on the 
availability of irrigation (only a sixth of 
Kerala’s planted acreage is irrigated as 
again.st two-thirds in Dunil Nadu and nine- 
tenths in Punjab) and other yield-raising 
inputs, for which the role of public invest¬ 
ment is crucial. Even private investment of 
farmers does not follow from low wages. 
Agricultural wages are actually the lowest in 
the regions of India most deficient in growth 
infrastructure. Industrial location, on the 
other hand, is sensitive to wages, but even 
more to labour unrest uid work stoppage. 
Increasingly industriil management has 
shown willingness to value literate, oiganised 
and steady workforce, provided the unions 
and the state government are willing to 
minimise resort to strikes for settling labour 
disputes. 

Within the low growth rate and the highly 
proletarianised rural workforce in Kerala, 
collective bargidning has supported the real 
wages of farm labourers better than in otba 
states with 1 q[w growth or high proletariaai- 
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jaj^lnttirleuIttiR. It iut$ secured 
cam inqmwemenu in matters other ttmn the 
watges, in access to education, healthcare, 
homesite, transportation and food rations. 
A.combination of collective strategies does 
seem to work better than mere wage bargain¬ 
ing. While there is no doubt about the 
urgency of upgrading public investment in 
the growth infrastructure, it is also clear that 
there is hardly any safeguard against decline 
in labour’s absolute and relative income 
other than in union-type movement, unless 
the growth rate is truly spectacular. 

In spite of the large incidence of labour 
households in rural India, the union move¬ 
ment has been weak and localised. Apart 
from the evident importance of historical 
propensity in a region (parts of east and 
south India have a more dense history of 
agrarian class struggle, and greater recent in¬ 
cidence of collective bargaining of some 
sort), certain other socio-economic factors 
are also important for generating union 
movement in the rural labouring classes 
First, a critical minimum mass is needed to 
withstand the reactions and retaliations. 
Most areas in east, north-east, south-west 
and south India, having larger bodies of 
rural labourers compared to north-west and 
west-central India, seem to hold greater 
political incentive and potential for rural 
labour movement. Secondly, the more social¬ 
ly heterogeneous they are (by caste, ethnicity 
religion), the harder is the initial phase of 
organisation. In both Kerala and Thmil 
Nadu,’the agricultural labourers are almost 
en bloc from cohesive untouchable castes. 
In cast India, on the other hand, farm 
labourers comprise diverse grou[is ol' tribal.s, 
low-ca-stes, Muslims, and attempts at organi¬ 
sation have been repeatedly set back by sec¬ 
tarian tension. Thirdly, the vertical ties of 
dependence fragment and atomise the rural 
poor. While the traditional patron-client 
relationship is weakened or modined in 
many parts of India [Beteille: 1979; Breman: 
1974], new kinds of vertical ties are emerg¬ 
ing on the basis of personalised interlocking 
of labour and credit transactions or the old 
ties arc adapted to the needs of landed com¬ 
mercial farmers to control the labour pro¬ 
cess, re-straining in the pmce.ss the rise of 
rural laboui movement. The farm labourers 
in Kerala, we may note, rarely borrow from 
their eraployer.s. Founhly, a formidable pro¬ 
blem is frequently posed by the difficulty of 
getting smallholding peasants to rally behind 
labourers' wage demands, and to get landless 
labourers rally behind pea.sants' demand for 
tenurial rights, land and inputs. The usual 
strategy has been to give priority to one or 
the other (labourers in Kerala, tenants in 
Bengal). Struggle for social services can 
perhaps be a platform for solidarity between 
labourers and petty producers, and sustain 
through the ups and downs of wage bargain¬ 
ing and land reform. Mutual-help projects 
can usefully supplement any wage gain ef¬ 
fected by organisations of the rural poor. 

Since the agricultural growth process has 
been accompanied by increasing i>oiarisation 


of tibour from land, (tnd since the process 
^so tends to weaken the sex-caste-ethnic 
segmentation of the labour market charact¬ 
eristic of the stagnating villages, it seems 
reasonable to expect some of the obstacles 
to the class-based mobilisation of rural 
labourers to weaken. The incidence of 
organised struggle is, in fact, higher or ris¬ 
ing more in villages with economic growth 
than in those without [Bardhan and Rudra: 
1980]. The. effectiveness of the slowly 
spreading union-type organisation of rural 
labourers in reducing rural poverty will, 
however, depend upon whether the public 
policies are supportive and interactive, and 
whether the union strategics are solidaristic 
and focus on non-wage-gains as well as wage 
bargaining. 

F.MHUnMFNT RATIONAl.tOI l.AND 
RhKORM 

Agricultural employment in India needs 
to grow substantially for quite some time, 
though acreage expansion has levelled off, 
because tlic weight of non-agriculturc in 
total workforce is rather low, and the dif¬ 
ferential rates of growth of total workforce 
and non-agricultural workforce rather high, 
if the weight of the non-agricultural sector 
in total workforce was similar to Brazil or 
Mexico, and if noii-agriculturai eniploymem 
was growing at South Korea’s rate, then the 
need to raise the labour absorption in agri¬ 
culture would not be as great and as urgent 
as it IS. In the western cases of industrialisa¬ 
tion, agriculture was called upon to release 
both laboui and marketed surplus. In India, 
the need is for agriculture to use far moie 
labour to produce enough to support more 
on land us well as to generate more 
marketable mu plus. 

In this context, if agricultural growth 
focuses on laige farmers, while the number 
of the neai-landlc.ss increases in the labour 
markets, and farm profits remain piactically 
untaxed, then either the incidence of poverty 
stays undiniinishcd or the cost of poverty 
programmes reduces the public investment 
for growth. Ii is more expensive to take care 
of growth and distribution separately. A 
more direct efficiency argument for land 
reform is linked with the generally observed 
inverse relation between farm size and labour 
absorption. If the observed static efficiency 
of small farmers can be carried into dynamic 
efficiency with input innovations, then 
redistribution of land and capital w'ould 
raise both employment and yield per acre 
from any given total investment in agri¬ 
culture. This, however, cannot be a simple 
'peasantist' argument in a country wiicrc the 
demographic pressure on land is acute and 
the number of very small holdings already 
large. Even with the scale-neutra! inputs 
(water, fertilisers, high-yield seeds), there arc 
.substantial economies of scale for invest 
tnem in soil improvement and water, equip 
ment, and marketing. Small farmers face 
difHculties in achieving sustainable yield in¬ 
creases not just because of their lack of 


access to credit, which tails for taii|«ed 
lending and interest-rate policy, but also 
these .scale economies which call for some 
degree of pooling. Fooling of small pro¬ 
ducers is important, along with reorienta¬ 
tion of infrastructure ex tension.services and 
input supplies in favour of small farmers,' 
for meeting their growth and insurance 
needs after land redistribution, and certaiidy 
within the present distribution. 

India's land reform measures so far con¬ 
sisted of legislations for tenants and Ian- 
downership ceilings. The tenancy laws have 
been mostly counter-productive for employ¬ 
ment, by curtailing the tenancy option for 
the landpoor without significant redistribu¬ 
tion of landowun ship and alternative credit 
sources Most stales have proved incapable 
of protecting small tenants and regulating 
rents in thcii favour. With land and 
agriculture under state jurisdiction, and 
close liiik.s between the rural power structure 
and state politics, tenancy reform was 
systematically handicapped in all its stages: 
by long-drawn legislation process (allowing 
time to evict, arrange nominal tran.sfer$, doc¬ 
tor land tiecords, change land use), poor un- 
plemcntation (with loopholes, escape 
clause.s, and the cost of compensation), and 
the lack of organisation of peasants in most 
areas to withstand pressures from landed 
patrons and .secure alternative credit sources. 
Many got evicted; many accepted unfavour¬ 
able oral lease; others owning small bits of 
land were .stranded with no working alter¬ 
native to landlord credit and. without the 
supplemental lease, unable to produce viable 
subsistence. 

'I'hc impicnieniaiion of tenancy and ceil¬ 
ing legislation has varied regionally. In 
northern Karnataka, Kerala, Saurashtra and 
West Bengal, |fic effect has indeed curbed 
landlord control, increased security of 
tenure, and even redistributed some land to 
tenants and to labourers in the form of 
homesite. These cases hud expciienced 
tenants' niovctricnt and political mobilisa¬ 
tion long enough to weaken the hold of the 
landlord-moneylender. Karnataka already 
had a large sub-set of prosperous tenants, 
and the legislation bolstered their position 
|Pani: 1981]. Over most of north, east and 
central India, landlord credit remains a 
puweriul mstiumeni for arranging exploita¬ 
tive tenancy informally. In areas with high 
incidence of small tenancy, it would be 
logical to anticipate eviction and credit cut¬ 
off as tenants mobilise politically, and hence 
to urgunise in advance the land records and 
instiliilional credit. 

fhe labour market is linked with the 
laiidleasc market. For the landpoor, tenancy 
is the traditional alternative to ssagc-labour, 
and fot the landed, leasing out is a self- 
managing alternative to faimiiig with hired 
labour What happens in the iandicase 
market is bound fo have rcpeicussioiis in the 
labour market, unless landowncrship is 
redistributed alongside. I'hc incidence of 
tenancy, somewhat reduced on the whole, is 
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^JaiUKl to be correlated acrost regions 
.,ilositivdy with the intensity of cropping and 
! irrigation, which tend to raise the cost of 
cultivation with hired labour, and negatively 
with mechanisation or the availability of 
migratory labour in a region [Bardhan: 
1982]. In general, there has been a shift from 
the traditional kind of 'subsistence tenancy’ 
to ^commercial tenancy*. Although irrigation 
and the related land-augmenting innovations 
have the effect of reducing the minimum 
threshold for viable peasant farming the new 
agricultural technology puts higher premium 
on the capacity to raise capital for invest¬ 
ment, some of which also have scale econo¬ 
mies. The landpoor households are pro- 
letarianised by the lack of access to those 
inputs and the naTOwing of their option to 
lease in. Not only has the proportion of 
labourers among agricultural workers in¬ 
creased since the mid-sixties, but the ratio 
of labour households with land to the land¬ 
less ones has increased too. It has been 
argued, by Hayami among others, that for 
labour-absorptive growth within unequal 
iaifdownership, it is better to manage 
tenancy—encourage linking of rent with 
cost-sharing to provide investment incentive 
on both sides and qualify tenurial security 
with mutual obligation—than try to abolish 
or restrict it. 

In sum, the legislative strategy of tenan¬ 
cy reform in India has been either ineffec¬ 
tive or counterproductive in a context of 
landlord-controlled credit. It could not pro¬ 
mote redistribution with labour-intensive 
growth without smalt farmers’ credit pro¬ 
blem being solved. The distributive outcome 
of limt regulation is questionable when some 
tenants are substantial farmers leasing from 
small owners. Identifying and recording the 
small oral-lease tenants is important for the 
implementation of tenancy-reform and ceil¬ 
ings, and a few states (notably. West Bengal) 
hove made some effort in this direction. Also 
important for effective reform is the 
organisation of small tenants. 

Almost all the states now have ceiling 
legislation, with widely different ceiling 
levels, exemptions and compensation rules, 
lb achieve the equity and Uie employment 
rationale of the ceiling approach, it is 
necessary not only to have the ceilings 
suffidentiy low, but also to haw sensible 
floors, which opens up the tricky issue of 
whether the redistribution should go to the 
landless as well as the marginal farmers. The 
amount of ‘surplus’ land for redistribution 
is a decreasing function of not only the 
ceiling tevet but also the passage of time, 
with population growth and inheritance- 
subdivision of holdings. The ceilings are far 
too high in most states: from 8-times the 
cultivated area per rutid household in 
Haryana to IS-times in Bihar, and likely to 
be raised further by exemptions, manipula¬ 
tion of land'records, delays and costliness 
of compensation process. Dandekar and 
Rath [1971), using the landholdings data for 
1960-61 and auuming certain minimum 
holding size to be assured for a household. 


comiHited stateadse the iet|Uind ceiling 
levels, which were two-thirdi to half the 
legislated ceilings. With the population in¬ 
crease since then, either the required citing 
or the feasible floor or the target coverage 
of households with a floor, possibly all three; 
have to be lowered. They concluded the ex¬ 
ercise by saying, “the consequences of even 
very low ceilings can only be... a vast in¬ 
crease in the number of uneconomic non- 
viable holdingsl’ that no more land re¬ 
distribution should be attempted beyond the 
existing ceilings, that large farm businesses 
be registered for taxation and even allowed 
to absorb the unecoiunnic holdings, and that 
the problem of the landpoor be solved by 
means of extensive rural works programmes. 
The fact, however, is that even substantial 
public works (on the current scale of 
Maharashtra) and. rural non-ggricultural 
growth (as in Gujarat and Punjab), impor¬ 
tant as these are for reducing rural landless 
poverty, will just* not be enough. Besides, 
some j^rtinent factors*are ignored in their 
conclusion. 

First, the idea of a land floor by the 
criterion of viable subsistence farming is un¬ 
duly restrictive for the Indian context. Even 
a tenth of an acre can be important as a co- 
operant asset for many types of non-farm 
self-employment. Labour households with 
land have much better access to institutional 
credit than the landless.^ Bnides, as Singh 
[1981 j points out, even a fraction of an acre 
can be useful for vegetable gardening, raising 
fish or chicken, or setting up a workshop. 

Secondly, a land redistribution pro¬ 
gramme to generate subsistence viability for 
the landpoor should anyway encourage for¬ 
mation of co-operatives for joint under¬ 
taking of overhead operations and invest¬ 
ment, if not also for joint cultivation. 
Organisation of the landpoor, though 
limited on the national scale; is growing and 
strong in some regions, and should be used 
to propel the co-operative integration of 
smallholders, petty producers. In the nor¬ 
thern, central and western states, lower ceil¬ 
ings properly implemented would afford 
subsistence holdings for most of the land- 
poor [Singh: 1981]. In most of southern and 
eastern India, where lower ceilings will not 
generate enough “surplus’ to assure sub¬ 
sistence farming for the landless masses, 
redistribution must be coupled with co¬ 
operatives and programmes for supplemen¬ 
tary non-farm employment. 

’Ilijrdly. even a tiny bit of land can make 
a difference in labour transactions. Owning 
the homesite, a place to set up workshop or 
keep a few animals, even a small farm that 
must be supplemented by wage earning, 
reduces the vulnerability to seasonal un¬ 
employment and inqRoves options. Landfeo 
labourers are under greater pressure to bor¬ 
row in lean sq)Uon against foture labour 
commitmoit, and to have to repay by sup¬ 
plying labour at leas than market wage 
[Bardhan and. Rudnu 1980], Hm homesite 
entitlement of rural labour fomflies in Kerala 
has at leut freed them foom reridential in- 


scenri^ and dbpenattuey 
ploitation. With a good progranum for aba- 
farm employment, the homesite could also 
be directly productive. 

Labour Contracts: Market Forces 
AND Institutions 

The agrarian differentiation in India, 
though incomplete, has increased in recent 
decades. The rural labour markets have 
formed substantially, though not yet fully, 
with the sharply rising proportion of wage- 
labour in agricultural workforce. Although 
traditional and new forms of attachment of 
labour are .observed widely, it is also a fact 
that a laiger proportion of agricultural 
labourers is now hired on short contract, 
casual basis. The evidence regarding rural 
labour-market institutions, and changes in 
than, shows neither perfectly competitive 
markets, nor institutionally fixed wages. 
Recent data, showing variations among 
growing and stagnating regions, let us move 
beyond the static dichotomy between institu¬ 
tions and market forces, aiui see how institu¬ 
tions like labour-tying adapt and mutate in 
response to economic forces, changes in 
the structural parameters and the policy 
environment. 

A wide variety of labour contracb co-exist 
even within a single village. The portfolio 
of contracts, with customarily known terms, 
allows adjustments by the employers in the 
village to minimise the transaction time and 
costs involved in<he context of seasonal fluc¬ 
tuations or turnover and weather uncertain¬ 
ties. The employers tend to adjust through 
choice of contracts and the age-sex-contract 
mix of hiring, rather than by explicitly alter¬ 
ing the wage rate for any particular category 
of hiring. Employers do, of course; change 
the average wage rates they pay by their 
choice of contracts, by shifting between long 
and-short durations of hiring, time rate and 
piece or share rate of wage, and by mani¬ 
pulating the labour-tying arrangements. In 
labour contracts with tie-ins, wage rates are 
effectively indeterminate and decided by 
relative bargaining power. With the erosion 
of traditional patron-client relations, the in¬ 
surance value of a contractually tied labour 
supply obviously goes beyond direct wage- 
cost advantage: With cre^t and other tie- 
ins, individual employers seek to r^ulate 
and insure ld>our supply in their favour, 
according to the seasonally changing, but 
complementary, requirements of labour. 

Though the landed employers ocerdse 
enormous market power over the landless 
labourers, still the agrarian labour-market 
institutions respond to the agricultural 
growth facton and the availability of non- 
agricultural employment opporti^tics for 
the latulpoof [S Bhalla: 1976; Blnswanger. 
1979; Bardhan and Rudra: 1980; Bardhan: 
1982]. As landlords become entrepreneurs, 
labour contracts are modified to accom¬ 
modate growth, while retaining pte-caphafis- 
tic control ftatures to reduce risks ud costs. 
Econoeaically stagnating villages tend tn 
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luM' ^ imOr lowr btit iJio more 
octiiroamoinlc coereioo. In meu of agri¬ 


cultural growth, commercial contracts with 
tie-in incentive features aresmort common. 
The agent of change is not always agri¬ 
cultural or even endogenous. In the replace¬ 
ment of bonded hali labour in south Gujarat 
by commercial contracts, Breman noted, it 
was the opening of labour migration to 
urban factories through intermediaries other 
than the landlord-patrons. 

While agricultural growth has been 
accompanied by change from bonded labour 
to commercial contracts, the personalised 
tie-ins of those contracts have the aggregate 
effect of holding back collective organisa¬ 
tion of labour, and establishing employers’ 
control over the local labour supply proce.ss. 
While the degree of land-labour polarisation 
is large and increasing, the process of 
mobilisation of rural labourers for wage 
bargaining and demanding land reform and 
social services has been relatively weak. The 
atomising effect of labour-tying, even if in 
commercial forms, is a significant factor in 
this respect. Bhalla [1976] noted that the 
large Haryana farmers manoeuvre contract 
durations and tie-ins to neutralise their 
employees from the attempts at collective 
bargaining. Bardhan and Rudra [1980] noted 
that the attached labourers in West Bengal 
villages rarely take part in local labour strug¬ 
gles. Breman [1985] noted that the sugarcane 
farmers in Bardoii area of Gujarat import 
migrant tribal labourers loan-bonded to the 
contractors in order to break the increasingly 
politicised local labourers' resistance to 
forms of clientelisation, to punish their 
‘insolence’. 


Generally speaking, agricultural wages are 
sensitive to changes in conditions of demand 
(productivity) and supply (incidence of 
landlessness), but not to the extent assumed 
in the competitive outcome of wage equals 
marginal productivity of labour. Criticisms 
of intervention in support of labour on 
grounds of allocative cfriciency cannot hold 
when the labour market is characterised by 
oligopsony or collusive monopsony, and 
labour transactions arc interlocked with 
credit or landlcase in which employers have 
olkopolistic control on account of concen- 
tn^ asset distribution and the social means 
of extortion, and the landpoor’s lack of 
access to credit and employment options. 
Ikrgeted generation of alternative credit and 
employment, and organisation of labour to 
bantain with organised farmers' interests 
would seem more likely to help than hinder 
competitive efficiency in the rural labour 
markets. 


Seasonal liNEMPixiYMENr and 
Wage Rates 


Several hypotheses have been offered to 
reconcile the seasonal unemployment of 
casual (short-contract) agricultural labourers 
with a positive wage rate that does not seem 
to clear the market. 

Perhaps the least plausible is the hypo¬ 
thesis of a conventional fair wage, which is 


ihctiniMest ^th the evi^^ 
tion in ai^cultural wage rates in Klation to 
productivity-detennining ihciors (ratnfaiJ, ir¬ 
rigation, use of belter seeds and fertilisers) 
and labour-supply factors (extent of land¬ 
lessness and unemployment facing rural 
labourers in an area). 

The hypothesis of subsistence or nutri- 
tion-efficieni wage, determined by the 
employers’ incentive to keep labourers in 
functioning order or to capture the work- 
efficiency effect of their food intake, is hard 
to reconcile with the high incidence of 
poverty among landpoor labourers, and with 
the fact that the average as well as the 
seasonal minimum wage rates vary widely 
across regions and by age and sex within a 
region [Bardhan; 1982; Ghosh: 1980). Cited 
in support of nutrition-efficieni subsi.stence 
wage are the practice of attaching some 
labourers, higher wages for tho.se with higher 
dependency ratio, and meals at work as part 
of wage for casual labourers. Each is con 
isistent with the alternative explanation in 
terms of the employer-creditor as a discrimi. 
nating oligopsonist, the seasonal paiicin and 
intensity of his labour demand influencing 
his decision to use credit-lying or inter- 
seasonal tying, and incentive wages to insun; 
supply and minimise costs for ihc peak 
season. 

A variation ot the subsistence wage hypo- 
Ihesi.s is that it determines the .sea.sonal floor 
below which wage does not fail despite un 
employment. But, the seasonal low actually 
varies quite a bit across villages of unequal 
levels of development as well as among 
labourers within a region. Another variation 
is (hat the lean-seasonal ca.sual wage i.s deter 
mined by the daily wage implicit in the 
attached labourer’s annual earnings set by 
subsistence or nutrition-efficiency criterion 
But the aliacht'd labourer’s implicit wage 
varies among villages, as does the lean 
sea.sonal casual wage, with little evidence of 
sy.stematic concspondence between the two. 
It is hard to sec how a casual labourer could 
Insist on such parity to the point of risking 
zeio earning during slack season, and how 
even with such a parity one labourer gets 
selected over another. 

The efficiency-wage models 1 Akciiof and 
Yellen: 1986] generally focus on the 
employers’ interest and initiative to explain 
the rigidity of wage rates in the lace of un 
employment. 1 he two main problems with 
the applicability of efficiency wage hypo 
thesis to the rural labour markets in India 
are: first, the downward rigidity is observed 
for the money wage rates rather than real 
wage rates, and second, wage cuts arc often 
attempted by empi<^er.s and resisted by 
labourers [Dreze and Mukherjee: 1987] The 
lean-season wage varying, and yei not 
clearing the market, can be explained by the 
employers’ use of lean-season hiring to 
organise pcak-.season recruitment. Ihc 
labourer gets hired in the slack season less 
by bidding the w'age further down than by 
committing supply or accepting less than the 
expected market wage, for the peak season. 


' tite BypiptliraU bt Inter-teubtral 
in the casiial taibottjr market, in twhich both 
sides seek to manoevure the turnover riski 
involved in seasonal resorting looks at the 
seasonal wage floor as part of informal risk- 
sharing contract. In the seasonally fluc¬ 
tuating market for casual farm labour, the 
employers often use credit and slack-season 
hiring as tools to secure insurance and. 
favourable ‘futures’ contracts for the peak 
season. Their incentive to do this increases 
with multiple cropping, increasing the time 
constraint, and use of the yield-raising in¬ 
puts tightening the peak-season market. The 
incidence of cross-seasonal interlocking of 
casual labour, a.s well as informal attaching 
through credit, is directly correlated with the 
cropping intensity and other growth factors 
I Bardhan and Riulra: 1980]. The peak- 
season insurance need, unlike the subsistence 
hypothesis, is also consistent with thecross- 
sectioital evidence of increase in the attached 
(long-contract) proportion of labourers with 
agricultural growth, and the annual earning 
rif attached labourers being directly cor¬ 
related with ihe intensity of cropping 
j.S Bhalla: 1976; Bardhan; 1982|. 

Die/c and Miikheiiee |I987] note that 
iiiici-seasonal linking may noi be as com¬ 
mon in other parts ot the country as in West 
Bengal, at least not as common as the down¬ 
ward tigidiiv ot money wage rate despite 
seasonal iinemploymeni They attribute the 
rigidiiv ii) labourers' reluctance to resort to 
wage euts during slack sea.sun because they 
fear permanent lediictuvn of the ‘wage stan¬ 
dard’ as a result, and because of informal 
moral pre.^surc against undercutting. The 
moic despeiaie labourers, in their analysis, 
are likely to take lean-season loan to be paid 
hack in ca.sh or m laboui. Bui then, it seem.s 
unlikely that a labourer would manage to get 
credii or gel hired m the lean sca.son without 
otici ing to wot k at concessional wage (at the 
tunc or later) or paying usurious interest, 
which leally .amounts to forgoing pari of the 
wage earning If lean-season hiring ol casual 
labom IS quaniiiy-raiioned, a seems less 
likely iliui employers would dixnde by 
landom diaw than with an eye to peak- 
seassvn advantage, whether directly or 
ihrough the terms ol loan repayment. 

In <1 situation of seasonal unemployment, 
labouicrs uflen report willingness to accept 
lower thati market wage ij employment 
w.iuld be more regular. The employer, on the 
other hand, is more concerned with the 
higher wage and the recruitment uncertain¬ 
ty/cost in the peak .season when the 
labourers* bargaining position briefly 
improves. The lean-seasonal wage is thus set, 
implicitly at least, by thc.se inter-seasonal 
traiusactioris, the employer seeking to 
minimise peak-season costs or uncertainty 
and the labourer seeking to get consump¬ 
tion credit or employrnem in the lean season. 
The employer's incentive depends on how 
tight the labour market gets in the peak 
season~on the intensity of the peak opera¬ 
tions and whether there is a reliable source 
of non-local labour. The labourer’s pressure 
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||o commit in advance, at some wage ton, 
the peak season depends on the risk of 
^^unemployment in the lean season-^on the 
il jiftvpiy of landless and near-landless labour 
the market and the availability of non- 
} Agricultural employment in the slack season, 
'^-ia a packaged contract covering multiple 
tnnsaaions, the interlinked terms are 
" basically determined by the relative bargain- 
' .ing strength of the two sides. The unequal 
V- Oichange is structured by the vast disparity 
of wealth and social position, by the faa that 
. the labourer’s survival is at slake as against 
the employer’s profit. As the contract is 
typically made at the time when the labour- 
. m’’s need for earning or credit is the most 
desperate, the terms reflect this duress even 
though the inter-seasonal or credit tie-ias are 
' tiOt based on extra-economic coercion as 
with bonded labour. 

With agricultural growth, the traditional 
patron-clicm relations .seem to be giving way 
to commercial contracts, without the labour 
. market becoming perfectly competitive, pro- 
' ducing wages that equal marginal produc¬ 
tivity. The Competitive theory of wage deter¬ 
mination fails not only to take account of 
the persistence of involuntary unemploy¬ 
ment but also the bargaining power ot the 
landed employers, often combined with 
credit and landiease oligopoly, and the 
labourers’ poverty of earning options and 
recurrent subsistence deficit in the lean 
season. The bargaining disadvantage, with 
poor options, is particularly severe for 
female and the outcaste/tribai labourers, 
which explains their generally lower wages 
and grcatei seasonal uneniploy'inent, a fact 
that goes against all versions of the sub 
liStence or nutrition-efficiency hypothesis. 
It is, however, consistent with ihcir more 
severe poverty, lack of options and hence 
bargaining weakness in a context of discri 
minating moiiup.sony. The scgmcntuiioii ol 
the rural laboui maiket by sex and caste 
tends to be greater where the level of 
agricultural development is lower and/or the 
concentration of land distribution grcalcr. 

The labourers' lack of options, the severe 
ecoitoniic duress under which they operate 
even in market relations, their bargaining 
disadvantage in ‘vivluiitary’ contracts, can be 
ameliorated by generating counter-seasonal 
employment opportunities, by distributing 
land or productive non-land assets, including 
marketable skilLs, and through collective 
organisation and mutual-support network 
of the rural laboui ing classes. Unionisation 
(or informal organisation) of labour can 
push up the peak-season wages in the upper 
range of the rone of indeterminanc^ in a 
bilateral monopoly lelation with a$.socia' 
tion/collusioii o( employers. The union of 
farm labourers may not be able to help 
directly with the slack-season unemploy 
ment, although it can and sometimes does 
help indirectly by agitating for employment 
programmes, food suKsidy and basic 
services. 

brom the standpoint of labour's gam from 
agricultural growth, it is not enough that 


farih wages are ras^sive to chiflie in pro* 
ductivity or demand factors. The latour 
market may be operating, yet there may be 
no significant ‘trickle down’ if the extent of 
the growth is too little relative to the increase 
in labour supply, and if the employer- 
creditors have enormous market power. 
Employment growth has been limited by the 
sheer inadequacy of growth factors in many 
parts of rural India and by the operational 
concentration of land. It has been too little 
for the increasing supply in the labour 
market caused by the demographic pressure 
and the alienation of labour from land. 
Farm wage rates, in cross-sectional data, are 
positively related to the production-growth 
factors, and negatively to the landless pro¬ 
portion of rural households and the time- 
rate of unemployment among them, the last 
two indicating the employer-creditor’s 
market power and the labourer’s lack of 
options. 

The association between agricultural 
growth and the increasing contractual 
incidence of attached (long-duration) 
labourers,as well as of casual labourers 
on formal or informal tie-ins, reflects the 
active integration of pre-capitalist customs 
in market relations to meet the special needs 
of agrarian capitalism. The new vertical ties 
have serious restraining effect on rural 
labour movement despite the massive pro¬ 
letarianisation. But they definitely do not 
constitute obstacles to capitalist growth. 

(.KEDIl AND LaHOHR MARKETS 

Bhaduri [1973| advanced the hypothe.sis 
that the landlord-creditor gains so much 
from keeping the tenants in debt that he will 
resist icchnological innovations and entre- 
pteiicurial profit-making from productive in¬ 
vestment, especially if it is considered like- 
K lo undermine their credit-dependence. 
Bhaduri characterised moneylendmg lo poor 
ivasanis as a semi-feudal mode of primitive 
capital accumulation competing with the 
profitability of technological change and 
capitalist extraction of surplus. But field 
studies ill north and east India [Bhalla; 1976; 
Bardhan and Rudra: 1980, 1981] find that 
the interlocking of credit and labour (or 
credit and landlea.se) are increasingly used 
by profit-motivated entrepreneurs as strate¬ 
gies of risk-and-incentive management. 
Oligopoly in credit and land markets is 
actively deployed to gain control in the 
labour market. The incidence of credit-tied 
labour and sharecropping, the use of attach¬ 
ed labourers and the informal tying of casual 
labour for peak .season with credit or 
preferential lean-season hiring, have become 
more common in high-growth rural areas. 
The lie-ins are used for controlling the 
labour process, not just for the display of 
social command, and are harnessed as aids 
to capitalist exploitation, to reduce the large 
farmers’ uncertainties of recruitment and 
costs of supervision. The lack of alternative 
credit sources certainly works against the 
small cultivators' ability to have independent 
access to innovations, and it would work 


distr^ution of Utnid within the exiat^ONi^' 
market, as Bhaduri notes, but not againn 
the medium to large farmers’ emrepieneuriid 
incentives. 

Credit-tying, even when contractual and 
based on mutual needs, not extra-economic 
coercion, is obviously disadvantageous to 
labour in the distribution of faaor income 
and in the neutralisation of labour's poten¬ 
tial capacity to bargain collectively, lire im¬ 
mediate reason for labour’s bargaining 
weakness, individually and collectively, is the 
seasonal unemployment, the low wages and 
the related need for consumption loan for 
which they have no alternative, less ex¬ 
ploitative source. The basic reason is aliena¬ 
tion from land and other means of produc¬ 
tion. and chronic poverty in informational 
and organisational resources, in access to 
education and valued skills, to job options 
and contacts, and in acquiring support net¬ 
works and political voice. 

BONDI It Labour 

Iraditionally. forced labour tenure is a 
part ol the inulti-sirandcd vertical ties of 
patron-client obligations. However, all ver¬ 
tical tics do not amount to bonded labour 
Ol involuntary .servitude. Contractual credit- 
tying or seasonal inteilucking of labour are 
adaptation or iiiscriion of vertical lies within 
moreoi Ic.ss capitalistic relations. Observed 
increasingly with production giowth, and 
soiiiclimes accompanied by rising wages, the 
teinis are shaped by the employers’ market 
powei and the labourers’ lack of options. 
But bonded labour involves c.\tra-economic 
coercion, typically in the toim of life-long 
service to the creditor, exactions indefinite 
in duration and content. I'orefciture of the 
bondsmen’s freedom to seek other employ¬ 
ment, and the payment of little oi no wage. 
There aic, of course, borderline cases, such 
as the bcck-and-call labourers |Thorner: 
l%21, although increasingly the beck-and- 
call labourers arc attached for specified time 
and duration on the basis of periodic loans 
or wage advances, rather than indefinitely 
attached on the basis of inhcrjted or life-time 
obligation. The economic exploitation oi 
contractually attached labour can he amelio¬ 
rated by improving employment options par¬ 
ticularly in the lean season. The extra- 
economic coercion of bonded labour calls 
for legal intervention. 

For rural India as a whole, the 1977-78 
NSS estimated 0.28 per cent of men in 
the labour force were “working with an 
employer under obligation, but not compen¬ 
sated by any wage or salary”. In absolute 
terms, that was close to 4,00,000, larger than 
the number of engineers or one-and-a-half 
times the number of doctors in the country 
in that year. The NSS figure is most probably 
an underestimate, because the definition 
leaves out those with indeflnite obligations, 
not free to seek alternative empltvincnt, but 
who may be receiving some remuneration as 
wage or the use of land for subsistence. A 
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dtfibretit lunwy, tpouumd by the.aaiidh{ 
Pm Founduion, arrived at a flgim of 2.6 
million for the same period, usiag too broad 
a definition of bonded labour covering a 
wide variety of credit-tied long-duration 
labour comtacts. The correct number is pro¬ 
bably somewhere in between these two 
estimates. 

The incidence of bonded labour to land¬ 
lord-moneylenders is generally greater in 
areas of agricultural stagnation away from 
urbatMtidustrial areas. It is typical of south- 
vi«stern Bihar, the area Mahasweta Devi has 
written so much about. The area has very 
little irrigation or multiple cropping, and the 
large landowners invest not in agriculture but 
in trade, moneylending and urban-oriented 
business. Following the 1976 act abolishing 
bonded labour, some of the bondsmen in the 
area were distributed a package of land, 
bullocks and seeds to move into cultivation. 
The rehabilitation measure has often failed 
to prevent reestablishment of debt-bondage 
in some other form, because of the absence 
of targeted institutional credit supply, local 
programmes for alterruitive employment and 
ttaining-cum-placemeiit programme for the 
youth in particular. Without these essential 
elements, most of those legally freed faced 
added problems with their ex-masters now 
ujiwiliing to hire them or give them loans. 
Many took to mortgaging labour to jobbers 
and contractors for a loan. Legal enactment 
does not help much without programmes for 
alternative employment and credit sources, 
and some collective resistance. 

Labour loan-bonded with extra-economic 
coercion is often found being used by labour 
contractors supplying the construction pro¬ 
jects, mines and quarries, seasonal proces¬ 
sing industries and large commercial 
farmers. The victims again are mostly tribals 
from the economic backwaters or the de¬ 
forested areas. Recruitment of seasonal 
migrants from drought-prone or depressed 
legions for seasonal operations and con¬ 
struction work is mobilised with advances 
from future wages, whidh are eroded by the 
chain of extortions as the labourers move to 
work in unfamiliar and inhoqtitable environ¬ 
ment Breman’s study [198S] of the cane 
harvesters for large farmers and sugar fac¬ 
tories of south Oujarat, seasonally recruited 
from the dry areas of Mahatashtr^ illustrate 
the deployment of pre-capitalistic institu¬ 
tions in the process of capitalist growth. Ex¬ 
tortion by contractor-moneylenders and 
employer-moneylenders can be checked by 
8 public employment-and-credit programme 
Of particular interest in this comext is the 
example of rural banks in Maharashtra now 
giving interest-free consumption loans to 
landless labourers, to be adjusted against 
their earnings from public works. 

Labour Market Segmentation; By Sex, 
Caste and Tribal Ethnicity 

A striking feature of women’s work in 
rural India is that while the overall workforce 
participation rate is low, and decreasing over 


the last two decades, the proportion of wage- 
labourers among those working is high and 
increasing. The female proportion,' in other 
words, is much larger in the wage-labour 
force than in the total workforce in rural 
areas. The largest female proportion is 
among those with casual agricultural labour 
as main occupation.” Landlessness, 
marginalisation of small peasantry and 
artisanry, and the overall lack of growth in 
many rural regions have pushed women into 
the ranks of casual labourers more than 
men. 

Also striking is the larger concentration 
of tribals and outcastes among the female 
agricultural labourers. The stronger associa¬ 
tion of low social status with wage-labour 
in the case of rural women is explained by 
two related processes. One is the norms of 
immurement and status propriety of work 
prevalent among most upper-caste and 
Muslim communities, producing high 
income-elasticity of demand for withdrawal 
of women from work in the fields. The other 
process is that the very concentration of the 
poorest in field labour reinforces the status- 
differentiating value of avoiding it. The 
Indian case clearly fits Esther Boserup's 
hypothesis that where the female labourers 
come from a caste/ethnic group lower in 
social status than the cultivating families, the 
women in the latter feel extra-constrained to 
avoid farm work in order to be socially 
distanced from the former. 

Given other things as equal, wage rate for 
farni labour tends to be lowei if the labourer 
is either female or from a scheduled caste/ 
tribe, lowest if both. Part of the reason is 
that they,are generally poorer, with stronger 
pressure to earn and lower minimum supply 
price. The employers in the village labour 
market know the differences in options and 
hence in the minimum acceptable price for 
diffenoit labour groups, and use their market 
power either to pay diffeivntially for similar 
kind of labour or to segregate them into dif¬ 
ferent operations with disparate wages. 
Female agricultural labourers arc also 
unepiployed more of the time that they are 
available for work than males [Paul: 1988]. 
Employers, especially in areas of poor 
growth, insure against excessive outmigra¬ 
tion of landpoor families by' giving priority 
to hiring men, as they tend to be the prime 
movers in migration. They profit by main¬ 
taining hierarchical segmentation as it in¬ 
hibits the outmigration of labour families 
on account of excessive male unemployment, 
and bottles up a reserve of female labour to 
hold down the wage increase during the peak 
season. 

There is some evidence that the degree of 
wage-cum-operationai segmentation is 
negatively correlated with the level of 
agricultural development and rural econo¬ 
mic growth in general in a region. Wage and 
employment gaps by sex and caste/ethnicity 
are less in areas that have more irrigation 
and multiple cropping, or are less distant 
from urban-industrial centres. Rural labour 
markets in more developed regions, in peak 


seasons, and with agricultural giowrii orer 
time tend to be less segmented. Female 
agricultural labourers have lower and. 
seasonally more fluctuating employment 
levels, and lower wages relative to males, in;, 
the less developed districts of West Bengal 
[K Bardhan: 1984). In a set of Karnataka, 
villages, Rao [1981] found the concentration 
of agricultural labour in lowest-caste and 
tribal families to be less in the larger and 
more diversified villages than in the smaller 
backwaters villages. In Kerala, even within 
low agricultural growth rate, rural labour- 
market segmentation by .sex and caste haa 
been levelled by relatively high rural-urban, 
mobility and the unionisation of agriculturtd 
labour. 

Migration opportunities could reduce the 
sectional crowding that maintains segmented - 
labour markets. Improvement ihroU]^ 
migration or through access to new kinds of 
non-agricultural employment opportunity, 
in large and diversified villages, is far more 
limited in the case of female and out-, 
casie/tribai labourers, due to then lesser ' 
access to information and capital to start.! 
some sort of enterprise and their worse' 
educational handicap. The rural-to-urban 
migrants arc by and large from artisan and 
cultivating families (Oberoi and Singh; 
1980], so (hat I he proportions of population 
and households from scheduled- 
ca.ste/scheduled-trihe are far larger in rural- 
India than in urban India.” Although 
short-term, intra-rural migration of labour .. 
has increased with regional growth disparity,. 
it is a precarious and very inadequate way 
of reducing puveriy in the stagnant regions. 
'The need for targeted programme's wiH- 
remain along with the need foi stepping up 
and spreading the growth factors in the 
stagnating rural regions. 

A point commonly made about women's 
workforce participation rate is that it is 
significantly related with their reproductive 
labour and household duties. But the policy 
conclusion depends upon which aspect of 
the relationship between women’s produc¬ 
tive and reproductive labour happens to be 
weightier. One approach is that their inferior, 
position in the labour market is essentially . 
structured by characteristics of female . 
labour supply (part-time, intermittent, 
disbincc-aversc. secondary-earner type). The 
implication is that as it is not a labour- 
market problem, nor a problem of patriar¬ 
chal social structure, but a supply-behaviour 
problem, it can at best be ameliorated with 
special programmes generating employment., 
that can be combined with reproductive - 
labour. The second approach is that societal 
and familial patriarchy puis women at a 
disadvantage in acquiring valued skills and 
operating in the labour market, the labour- 
market segmentation being only an adapta¬ 
tion to this structural-attiludinal inequity. 
In the case of pooret women, it is the com¬ 
bination of class and gender hierarchies 
intersect to produce chronic disadvantage^ 
not a disinclination towards full-time 
workforce commitment. Lower wages of 
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pffiiUe te4ue to their poverty, low 

||fitoervMion price, and poor access to oppor* 
>i|uidties. The imidicaiion is that programmes 
I'jjtfe needed also to correct the differential ac- 
,de$s to education, skills, and employment, 
' socially gerterate childcare resources lor 
poorer female workers. 1'hc third ap- 
^Ihoach focuses on the deprived environment 
'bi which the poor live without any ol the 
jbasic facilities. I’oor access (o diinking 
water, non-commercial sources ol firewood 
and fodder, and the sheer necessity ol under¬ 
taking a host of use-value generating activi¬ 
ties in the case of the landpoor in under¬ 
developed regions impose enormously time- 
aQd>energy consuming toil on the female 
and juvenile, contributing to their chronic 
calorie deficit, educational deprivation and 
^^labour-market disadvantage. Much of the 
Enormous double burden of ihc poorer 
women consisis of the multitude of 
gathering-and maintenance tasks neces¬ 
sitated by poverty, social rigidity of the 
jtexual division of labour in which these ta.sks 
:.are rarely shared by men, and degradation 
' of the common.s with construction projects 
’ and commerical enterpiises. The policy itn- 
plication is the priority of targeted provision 
! of potable, water, cooking fuel, cic, for the 
, landless and nearlandless rural labour 
households. 

The evidence of hierarchical segmentation 
of the rural labour market, and siiaiifica- 
,lion of opportunities by .sex-clas.s-caste, is 
' relevant to the formulation of development 
i policies and poverty programmes. The rural 
: poor are not a homogeneous mas.s; and there 
..are non-random differences in terms of the 
.so-called supply price of labour, the access 

employment options and to the means foi 
• improving the options. I'he rural poor m 
.-India are also regionally differentiated, m- 
(Creasingly so with the growing regional 
idisparities in agricultural development and 
/in the .state of the rural non-agriculture. The 
'problems facing the rural poor are quite dif¬ 
ferent between (iiijarat, with thriving dairy 
I'and food-procc,ssing co-operatives, Punjab 
f 6r Haryana, with prosperous agriculture and 
•agro-related rural jobs, and Bihar or Orissa. 
Cwith stagnating agriculture, declining cottage 
Ijindustries and dwindling access to the com- 
|:mons for subsistence. In Ihc agriculturally 
^prosperous regions, the farm labour market 
igets major inflin from'the depressed regions 
sand from the ranks of the resource-poor and 
fUndctemploycd within the region. In the tow- 
l/growth rural areas, the laboui market is 
/severely segmented by sex and by the 
i;caste/ethnk hierarchy. Wliilc the agricultural 
^growth process has generated some homo- 
tgeidsing effect on the labour market, and 
j/modiried some of the older types of segmen- 
I’.tation, the differentiating, proletarianising 
[effects of agricultural growth have con- 
^Dibuted to the persistence of rural landless/ 
[jsnni-landless poverty despite fairly decent 
[twerall growth rates. In the agriculturally 
> underdeveloped regions with pour availabiii- 
[ly of potable water and with extensive com- 
Vmetcial and mining delbiestatiun. the female 


poor are adversely affected by the.coiQbinai' 
tion of segmented, dcprcs.sed labour market 
and severe double burden 

KuRAt Non .^(.Ricm.TiJRt 

Although non-agricultural growth so far 
has not been large enough for a significant 
structural transformation of the growing 
workforce,^' a sizeable proportion of rural 
employment and earnings is now generated 
outside agriculture. The composition of 
rural non-agriculture has been changing in 
terms of its three main categories. The still 
dominant, though declining category is of 
traditional products and services: crafts, 
smithies, crop processing, non-factory tex¬ 
tiles, traditional forms of transportation and 
trade and commerce, personal .services, 
repair and construction in homes and fields. 
The second largest, and growing, category 
consists of rural white-collar workers, public 
service employee.s (in schools, postoffices, 
banks, health and extension services, credit 
and marketing agencies) and workers in 
public construction projects. The third 
category, also growing, consists of the 
modern pioducts and processes (sugar and 
textile manufacturing units, grain and oil 
mills, small units making engineering goods, 
shoes, paper, fuinitiirc; soap, bricks, etc, and 
small-scale mines and quarries). 

Die proportion of workers in the tradi¬ 
tional, housc-ba.secl manufacturing category 
is declining, with the modernisation of con¬ 
sumer demand, especially among the rural 
affluent, and the innovation of agricultural 
technology. The growing but still relatively 
small category of the modern small in 
dustries has not on the whole made up for 
the declining traditional category. Indian 
policy foi locational dispersion of industry 
has lollowcd mainly two lines: subsidising 
handicralts and cottage industries, and set¬ 
ting up industrial estates in semi-urban loca¬ 
tions foi capital-light consumer goods and 
engineering industries. De.spite the cheaper 
rural availability of labour and agricultural 
raw material, dispersion is limited by lack 
of electric power and transportation. Only 
a third of India's villages have electricity. 
These are mostly larger villages accessible 
by train and all-weather roads. The smaller 
villages, with half the rural population, have 
neither the basic infrastructure nor any 
urban-industrial growth pole nearby. 

The pattern of rural diversifreatton differs 
widely across the regions. In some areas, 
local agricultural underdevelopment and low 
wages have attracted cottaged-out work 
geared to non local markets. In others, non- 
agriciihural growth is articulated by 
agricultural growth linkages. The recent 
rural growth of modern small industries is 
often integrated more with urban large-scale 
industries than with the agricultural hinter¬ 
land. in contrast with this average situation, 
agricultural and infrastructural development 
in Punjab-Haryana and Karnataka has led 
to an integrated growth of manufacturing 
and a large range of service employment 


cdonecred with 

In general, the evidence shows that inter¬ 
sectoral complementarity'is an important 
factor in rural diversification. Ihking irriga¬ 
tion as a proxy for agricultural development, 
we find from the 1977-78 NSS data that the 
villages with at least 25 per cent of the 
acreage irrigated have a much larger non- 
agricultural proportion of total employment 
than the villages with less than 10 per cent 
of the acreage irrigated. Inter-state 
disparities in agricultural performance are 
similarly associated with differential inten¬ 
sities of non-agricultural growth linkages. 
The states with a moderatc-to-high rate of 
agricultural growth with .stability have done 
much belter in terms of rural industrial 
growth than the states with fluctuating, and 
a moderate-to-low growth rale ’of 
agricultural production |Kaj; 1976], The 
demand-and-supply linkages of a stably 
growing agriculture promote the local pro¬ 
duction of agricultural inputs, .services agnt- 
proccssing and a wider range of consumer 
goods. The regions with modcraic-io-high 
rate ol stable agricultural growth have not 
only more irrigation ol belter distribution 
of rainfall, but also more of rural clcciririca- 
tion and transportation links, factors that 
arc common to production growth m either 
sector as also to the intersectoral linkages. 

There arc regional ca.scs ol auio-ceniric 
processes of intersectoral interaction, with 
the villages expanding on the basis of agri¬ 
cultural growth. There arc also regional cases 
of extra-centric proccssc,s, with urban growth 
using the villages at the periphery as sources 
of cheap labour, food supply and low-cost 
residence for its workers. With the locus of 
agricultural growth multiplying, the first 
proce.ss IS becoming mote common, though 
not as common as we would like to see. The 
s'llagc size iisuallv expands with inter- 
seclorally articulated development, the larger 
villages in general agriculturally developed 
as well as more diversified. They usually 
receive migration flows, mostly from other 
lural area.s, from small villages which steadi- 
Ij’ suffer net outflow that by itself does not 
pull them out of the stagnation. Rao |I98I] 
noted, in the context of a set of Mysore 
villages, that there may be a threshold size 
of village population below which economic 
stagnation tends to perpetuate itself, as the 
migration process drains the small villages 
of the educated and the enterprising, and as 
useful links with the wider economic and 
political arenas are lost or never get ac¬ 
quired. In the large and diversified villages, 
1^0 noted, the non-agricultural occupations 
tend to engage people from both upp» and 
lower economic strata. In such villages, the 
proportions of marginal peasants and sub¬ 
sistence artisans are smalleh- as many of 
them had moved into business and salaried 
occupations. Though these are much less ac¬ 
cessible to the labour castes, whose main 
aJtemative to agricultural labour may be 
casual labour in construction and portering, 
the local multiplication of even such low- 
wage jobs helps alleviate the prospect of 


1^34 


Ecooomfc and l^sUtical WteKly Mavo^ 2$. 1919 ’ 



KiilomsI ilaTvnion or ik«vinf to taki!' con- 
stAaptioh'4o8n fVom the malik-mahajans. 

SEMI-PROLETARIAN PEASANT 

The mixed categories of the petty- 
landowning workers in industry in scmi-rural 
locations, the cultivating families with a 
major non-farm income source, and the 
single male migrants from peasant and 
artisan families in low-income urban oc¬ 
cupations, are of considerable interest. Ac¬ 
cording to some, the semi-proletarian 
peasants or the smallholding workers are a 
conduit for the diffusion of ideas and in¬ 
comes from the urban workplace. According 
to others, they arc hopelessly riddled with 
internal divisioas, vertical lies of dependence 
and alienation from landless co-workers. 
Anyway, the growth of this hybrid category 
has two implications for the ruial labour 
markets. 

First, by generating part of the subsistence 
for the workers' families, the small peasant 
holdings and artisan units sustain financially 
weaker firms in semi-rural and urban loca¬ 
tions that manage to get in a position to tap 
the cheap labour. The informal sectors of 
industry are multiplying as rapidly as the 
growth of organised industry and rural 
infrastructure permit. The minimurn stan- 
,dards of wages, working conditions and 
worker safety are largely non-operative in the 
unorganised, small-scale industrial sector, as 
they are in the case of agricultural labour. 
Even so, the landless rural families have very 
little access to employment in this sector, 
although they might gain indirectly from its 
overall demand pull on the rural labour 
markets. 

1'he second implication is that the infu¬ 
sion of remittance from single migrants, or 
the extra income earned locally, would seem 
likely to improve the vmbility of small¬ 
holding peasants, contain somewhat the pro¬ 
cess of agrarian differentiation, and finance 
the diffusion of technological inputs m their 
case. In the sixties and the scvcntie.s, peasants 
have been adversely affected by either evic¬ 
tion or the withering of the tenancy option, 
and by their disadvantage in the access to 
finance fur using the inputs for technological 
change. Consequently, many of them turned 
to wage-labour in agriculture or outside. It 
now seems that they might still hold forth, 
owing to the edge they have over the landless 
families in terms of access to industrial and 
tertiary employment, whether as migrants 
or locally in those areas where industrial 
growth has grown a rural tail or wing. Along 
with the recent shift m agricultural policy 
in favour of the small farmers, the policies 
to step up semi-rurai growth of small-scale 
industries may yet help to boost peasant pro¬ 
ductivity. The edge that peasants seem to 
have over the landle.ss labour households in 
access to non-agricultural employment 
above the level of construction and coolie 
labour, ttems from the minimal security 
margin wRcd by the household production 
unit. If wlows them to seek education or 
training for a member, to afford the job 


' SMrch costs, to. i^l^fhel^itsiiiis4»i$«l net¬ 
works for inharmation. contact and mutual 
help; networks that are often weaker and 
splintered in the case of landless labour 
families. The resulting inflow of cash par¬ 
tially feeds back into the household produc¬ 
tion unit. To the extent the small peasants 
get busier in household enterprise, and their 
younger members go for industrial and 
white-collar employment, one could perhaps 
argue that the market for agricultural labour 
would be left more and more to the landless 
and the semi-landless. The resulting increase 
in homogeneity of the agricultural pro¬ 
letariat might help the process of their col¬ 
lective organisation. 

iNFORMAl SHC rORS AND RIIRAI. l.ABOUR 

The informal sectors have both wage- 
employment and self-employment. The 
growth of large-scale industi y and business 
has generated a wide range of small-scale 
manufacturing and service units that are 
either vertically integrated or complemen¬ 
tary with the organised sector The small 
units and the cottaged out work u.se rural 
laboui at close to agricultural wages, their 
working conditions and even the labour rela 
tions rellecting 'the rural conditions. As 
towns grow and cities extend, the rural 
hinterland begins to transform, not only 
with the spread of small-scale units, sub¬ 
contracted workshops and firmed out work, 
but also as rural inhabitants commute to 
trade goods and services in urban bazaars 
or to work for wages and salaries. Supplying 
low-cost gotrds and services to urban areas, 
many eventually migrate to, ot squat on the 
fringe of cities. 

The informal sector is variously viewed (a) 
as an ‘industrial reserve army' u.sed for 
surplus extraction to fuel capital accumula¬ 
tion at the organised apex, (b) as a 'margina¬ 
lised' workforce subjected not so much to 
capitalist exploitation as exclusion from ac¬ 
cess to jobs, resources and growth infrastruc¬ 
ture, (c) as a world of petty capitalists and 
entrepreneurs working their way up, (d) as 
a dependent subsidiary, a sub-structure of 
organised industry and commerce. Though 
all four dements are often present, the policy 
implications are different to the extent 
aspects (a) and (d) are true. Quite often for¬ 
malisation is deliberately avoided or mini¬ 
mised, and vertically controlled layers of 
subcontracted small firms and petty pro¬ 
ducers are maintained in order to save labour 
and overhead costs, bypass labour unions, 
retain the convenience of adjustment to 
market fluctuations, and take advantage of 
the subsidies or tax exemptions reserved for 
small units. In the fifties, many studies were 
concerned about the lack of subcontracting 
between large and small units, and held up 
the Japanese case as the model for labour- 
intensive industrialisation. Recent studies 
document the impressive growth of modern 
small industries in urban and semi-rural 
locations subcontracted by large industrial 
and commercial units, but are now concern¬ 
ed about its welfare implications. Home- 


bauidjriace-wa^ work, coiunetad thtbu^ 
networks of intermediaries, have abo garm 
rapidly in recent years and spread throfvh 
rural and urban areas. With a laige Bn> 
organised substructure of organised in¬ 
dustry, labour laws and factory unions can¬ 
not work for broad-spectrum labour protec¬ 
tion. Restricting factory employment at 
regulated wages, benefits and conditions 
seems to have become a trend in manpower 
policies of big firms, undermining the prt^ 
gress in unionisation made in the Hfties and 
the sixties. 

Unions could perhaps improve wages 
more broadly by organising the informal 
sector workers at the bottom, or in the eX' 
tensive periphery of formal sectors and pur¬ 
suing a more solidaristic wage-bargaining^ 
strategy, weighted in favour of the bottoml 
strata and in favour of certain non-wage® 
demands (cheaper food, health services andi 
education). Covering a broad spectrum of|i; 
wotker-groups (workers in smaU finni,|i 
home-based workers, farm labourers) seemip 
more likely to strengthen than di$sipate|^; 
labour movement. Once the dispersed 
workers arc organised for bargaining aiidj 
protection, an 'informalised' pattern of in-| 
dustrial growth can be useful for its greater] 
labour-intensity and widely disperscm.^ 
employment. This aspect of vertically in-T' 
tegtated decentralisation could be enhance®^ 
with co-operative or socialised ownership inlj^ 
some cases, and with competing or inter4v 
active capitalist and co-operative enterprise^r' 
in others. * ■ 

When industry informaliscs in order to.l 9 ^'{ 
pass labour laws and existing unioHs, worke^J 
organisation could use either or both of hVa|;i 
strategies; (a) reach nut to cover the infor-L;; 
mal workers; (b) operate worker-manage<i|';| 
firms. Kerala has an example of the first i4;i, 
the .spread of union-type movement ftonfy 
coir factories to the smdl coir producem 
dealing with (he merchant-shippers ani 
dealers. A few working examples of the se| 
cond can be seen in the hfdi co-operati 
(union-managed factories) in Keraia, tl 
milk co-operatives in Gujarat, and somi 
worker-managed tea estates in TVipura aftef 
they had been abandoned by owners dedarf,^ 
ing bankruptcy. There are, of course, maiDpfe 
examples (the dairy and hand loom weavin^l 
cases) of an existing set-up of housebol^j'- 
production units being vertically integrate^]' 
into co-operatives, to combine dispersed pro^ i 
duction and protection of the workers witif^ 
centralisation of the operations havinj|| 
scale-economies. 


STKAITHtD At’CH,SS TD RURAL 

Non-Agrkulture 


We have noted that significant changes i 
taking place in the rural non-agricuitu 
employment in India, with the expansion ol. 
white-collar jobs and the viliage-svard spieaclift 
of modern small industries, contract worif' 
and home-based piece-work, and also the i 
pansion of low-wage temporary emdoymen| 
in the public works. A small, though i(icieas| 
ing, number of educated and semi-skille 
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PPtliir rdulveiypKXe^ wayes 

!^;|^snging t)M rural elite structure, at least 
^ some regions. By and large, they as well 

the single migrants to cities arc from the 
S^rgiatively affluent landowning or trading 
l^l'iliumlies, able to afford some education and 
IfIBie investment.s involved in the process of 
: dccupationai mobility and earning diver- 
. lification. A far larger number of rural 
ifSOrkers are in rural small industrie.s, tradi¬ 
tional or modern, and in semi-urban infor¬ 
mal sectors. The remuneration may not be 
much higher than the agricultural wage 
“ rates, but the work may be year-round and 
, the scope for sequential job advancemet 
■' better. Farnings from these sources interact 
with the upward-mohiliiy strategies of those 
■ just above the bottom strata. The poorest of 
the rural pooi, miwilv han/an and adivaai 
.landie.ss labour ramihes, without the 
minimal margin necessary to undertake any 
long-term strategy to improve earning 
options, constantiv seeking casual employ- 
mem, are mostly channelled into construc¬ 
tion labour, quarry and coolie labour as the 
only alternative to low wage ca.sual agri¬ 
cultural labour 

The stratilicaiion of job access from the 
Standpoint of the rural poor in India is 
regarded as remediable with a combination 
of policies involving some distribution of 
land or non-land assets, targeted training 
and placement, and short-term transfer 
payments (oi relief-type employment in the 
rural public works). IWo moderately asset- 
distributive Strategies have been emphasised 
in recent years; of land through the ceilings, 
and of non-land assets as under the IRDP— 
loans to buy some means of self-employ¬ 
ment, and skill training of the youth for 
better job options. One could stress the need 
for a much stronger commitment to the 
schooling of children of the rural labour 
families, and for homesite entitlement of 
landless labourers (9.6 per cent of India's 
rural households did not own even a hutsitc, 
according to the 1971-72 NSS). Given the 
moderate degree that the asset distribution 
programmes so far added up to, the transfer 
payment aspect ha.s to remain an important 
part of the anti-poverty policy-making. Also 
important ate targeted food subsidy for the 
rural labourers, counter-seasonal ‘food for 
work' programme with foodgrain wages (to 
maintain the real caloric wage in the face of 
rising food price), reform of the hiring pro¬ 
cedures in the rural public works (to elimi¬ 
nate the extortion and abuse by private 
labout contractors) and inclusion of sup- 
picnientarv projects (for firewood, vegc- 
tablc.s, etc) in public works to generate basic 
consumption goods for the labourers 
employed there. Encouraging the organisa¬ 
tion of labour groups, and using their agency 
and active participation m recruiting labour, 
designing projects, and administering the 
relief components can help to save cost and 
protect theii interests. 

GROW' i n W'ITHOLI I I .ABtlUR ABSORIHION 

The agrarian proto-proietariat and semi- 
proletariat has expanded in absolute and 


rajative aize. the modituiHo^laae £ini»n 
are adopting technological hmovations. The 
hiring of agricultural labour on short- 
duration commercial contracts is on the rise, 
and the traditional forms of attached (long- 
contract) and bonded labour and cropshar¬ 
ing tenants somewhat on the decline. The 
proletarianisation, the growth of proTit- 
oriented agrarian enterprise using techno¬ 
logical change, and the expansion of the 
rural labour markets all seem to indicate 
capitalist dynamism in agriculture. At 
another level, the poor rate of labour 
absorption despite the very low wages, the 
high time-rate of unemployment per agri¬ 
cultural labourer, and the somewhat ex¬ 
cessive degree of resort to machinery^* and 
labour-saving crops all seem to reflect the 
structural factors of agrarian capitalism, fac¬ 
tors that we have discussed earlier. Perhaps 
they also reflect the operation of some extra- 
economic factors that anthropologists have 
noted. Landowners seem to be opting for 
machines, tree crops and sugarcane, and 
unweeded fields even though labour is 
neither scarce nor expensive, to some extent 
because they are resentful of the labourer.s' 
new desire for dignity, their wanting to wear 
clean clothes and send children to school, 
their ‘daring’ to organise amopg themselves 
the way only the privileged are supposed to 
do, instead of remaining fearfully and ab¬ 
jectly dependent on patronage [Mencher; 
1988; Breman; 198$). Refusing to take ad¬ 
vantage of cheap labour in order to vent the 
irritation at perceived ‘arrogance' of 
labourers reveals ire more than capitalist 
drive, social culture more than economic 
calculation. Minimum wages and condi¬ 
tions, and labour’s agitation for it, are 
violently resented not bKause it will serious¬ 
ly cut into profits (machinery unweeded 
fields or herbicides may actually be more 
costly), but because it symbolises acceptance 
of 3 change in relations of social control. 
The cost that counts to the landed employers 
is not just economic, but also cultural, 
laigely .symbolic or ritual. Perhaps it takes 
a long time for class relations to fall in line 
with class differentiation. Perhaps the extra- 
economic tension of change (even expected 
change) from the old basis of power can 
sometimes be strong enough to hinder con¬ 
version to the new basis of power, even when 
the objective conditions of class structure 
have changed. Lords do not always promptly 
become Kulaks, and serfholders good at the 
capitalist exploitation of labour power. 
C'lilturc can counteract the profit motive, at 
least partly. 

Anyway, the contradiction we face seems 
to be that while growth is taking place in 
agricultural production, it is not using nearly 
a.s much labour as it could and should. The 
result is massive landless poverty and a 
significant constraint for non-agricultural 
growth (except in export-oriented sectors, 
elite consumption go^s and labour-saving 
machinery, the combined weight of which 
is not and will never be large enough in India 
to compensate for the failure of the agrarian 
structure to generate the needed employ- 


emerfed in the coune of netriy three 
decades of ogriciiltanl growth in that 
now underscores the uigency of renewing or 
stepping up the efforts along three fronts: 
the redistribution of land and non-land 
assets to the rural landpoor for more self- 
employment; the oiganisation of the mostly 
casual wage-labourers in the sizeable infor¬ 
mal seaors, including agricultural labour, in 
direct alliance with the 'exploitation-neutral 
agents' among intellectuals, students, social 
workers, school teachen and administrators; 
and stronger commitment to the provision 
of education, skill training and placement 
targeted for members of the landless labour 
families. 

Notes 

1 The percentage of rural households owning 
0.01 to 0.99 acres in India increased from 
24 in I9.S4-55 to 32.5 in 1961-62 and to 34 
m 1971-72 (Sanyal; 198*1. 

2 In the 1977-78 National Sample Survey, 
using the “usual activity status” criterion, 
there were 61 million casual labourers and 
17 million regular employees in rural India, 
covering farm and non-farm wage-employ¬ 
ment. In urban India, there were 6 million 
casual labourers and 18 million regular 
employees, covering public and private, 
organised and unorganised sectors. 

The self-employed percentage of rural 
male workers (usual-status plus part-time) 
decreased from 66 in 1972-73 to 63 in 
1977-78 and to 60 in 1983. The correspon¬ 
ding percentage for females decreased from 
64 in 1972-73 to 62 in 1977-78 and 1983. The 
percenuge of casual wage-labourers increas¬ 
ed over these three survey years. 

3 From tabulation of NSS data published in 
Sarvekshana, vol IX. no 4, April 1986. 

4 In 1911 undivided India, the population 
primarily dependent on agricultural labour 
was 42.6 million compared to 167 million 
tenant and farmer population. 

5 Average farm size in the dense paddy agri¬ 
culture of West Bengal, for example, was 
1.9 acres in 1971. about the same as in Japan 
in the mid-flfties. Yet, labour input per acre 
sown under rice in West Bengal is a quarter 
of japan’s level, and yield less than a third. 
Fer acre labour input for the high-yielding 
AI7r-27 rice in an advanced district such as 
Tknjore was S8 (8-hour) days in 1967-68 
(‘Farm Management Survey'), as against 
over 2(X) in Japan. 

6 From Wang’s (1987) figures for growth rates 
in labour and land productivities in wheat 
units in Chinaiand India. The growth rate 
in labour per unit of land is calculated as 
the growth rate in land productivity minus 
the growth rate in labour productivity. 

7 Unequal distribution of land has proved to 
be a major handicap Tor communitarian 
mobilisation for the construction of in- 
fiastructuic; defeating the earlier Oandhian 
hopes for community development projects 
using voluntary labour contributions. 
Stratified between landless labourers, 
smallholding peasants and large farmer- 
eniployert, the typical Indian village is in¬ 
capable of undotaking collective projects 
to convert snuonally surplus iabw into 
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would Dot and do not benefit ell lectiont 
equally. Public works projects have to be 
undertaken, the pace of which is constrain¬ 
ed by budgetary and administrative 
resources. As large fanners acquired private 
irrigation equipment, even the traditional 
communitarian irrigation systems have 
deteriorated for lack of their incentive to 
contribute to the maintenance of ponds and 
channels. 

8 K Bardhan [1976], VaidyMathan [1978], 
BhaUa and Chadha |I98Z]. 

9 There is more evidence of constant returns 
to scale, even decreasing returns in the 
paddy regions. For a summary of the pro¬ 
duction function estimates in Indian 
agriculture, sec K Bardhan [1977]. 

10 In most studies using the FMS data for the 
iale-sixties/early-sevcnties, tractor ploughing 
shows a neutral-to-positive employment 
effect [Binswai^er; 1^; K Bardhan: 1977], 
For Punjabis high-growth Ferozepur district, 
Rudra [1971] found that farms with 
mechanised irrigation and ploughing were 
using more hired labour per acre and 
marginally less total labour input than 
bullock-ploughed farms of similar size with 
or without tubewell-pumpset. 

11 The Planning Commission [1977] estimated 
the elasticity of employment per acre to the 
percentage of cultivated area in small farms 
( 5 acres) to be three times its elasticity to 
the number of pumpsets per unit of land. 

12 With time-series figures for the rural poverty 
ratio, derived from the NSS data, Dharm 
Narain (unpublished notes, 1979) ran regres¬ 
sion equations in which the explanatory 
vanabies are; per capita agriculture produc¬ 
tion, agricultural labourers’ cosl-of-living 
index, and the trend factor. 

13 Production cost estimates tend to be inflated 
by the inclusion of imputed rent for owned 
land, and wages computed at the legal 
minimum rates even though most labourers 
do not get paid at those rates (de Janvry 
and Subbarao, op cit). Moreover, these pre- 
announced minimum prices, at which-the 
government intends to purchase foodgrains 
in the wholesale markets, are often revis«] 
upwards litter in the season with difficulties 
encountered in the course of procurement. 

14 Data collected under the ASTRA project of 
the Indian Institute of Science show that the 
energy expenditure in the daily life¬ 
supporting activities, which must te done 
throughout the year, is larger than the 
energy expendhure on agricultural work. 
Collecting water and firewood, and doing 
domestic chores like cooking accounted for 
about 700 calories per day for landpoor 
peasant women. 

15 The estimated number of agriculluml 
hdiauren from primarily wage-dependent 
rural households increased from 29 million 
in 1964-65 to 44 million in 1974-75. Annual 
agricultural wagoemployment went down 
from 208 to 186 (8-hour) days per nude 
labourer, and from 138 to 129 days per 
tanaielidKNiier. Annual unerapkiyment due 
to want of woric (as opposed to sickness, 
etc.) wem up from 48 to 72 dsgis per male 
labourer; from 71 to 116 days per female 
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16 All wage-earnlngA ftom farm and non-farm 
labour, per agricultural labour household, 
deflated by the agricultural labourers’ con¬ 
sumer price index. Bardhan [1981] from 
RLE data. 

17 The National Rural Employment Pro¬ 
gramme during 1981-83 generated 3.52 
million persondays of wage-employment 
annually in public works throughout rural 
India. It was the equivalent of full-Ume (300 
days per year) employment for 0.9 per cent 
of the working-age population of house¬ 
holds below the poverty line in rural India. 
This is too little compared to the need, ac¬ 
cording to Dandekar and Rath. They believe 
that the need calls for something tike what 
the Employment Guarantee Scheme gene¬ 
rates annually in Maharashtra, the equi¬ 
valent of full-time employment for at least 
10 per cent of the rural poor households. 

18 The percentage of rural households with 
farm labour as main occupation in 1974-75 
was 28 in Kerala as against 25 at national 
level, and 16 in Punjab-Haryana. In 1983, 
from the NSS data, 55 per cent of Kerala’s 
rural male workers were agricultural labour¬ 
ers, as against 34 per cent in Punjab and 
30 per cent in Haryana. In the highly 
unionised Kuttanad region of Kerala, two- 
thirds of all agricultural workers are 
wage-labourers. 

19 A labour family now owns 0.12-0.25 acre 
as homesite. As a result, the completely 
landless proportion of rural labour house¬ 
holds IS the lowest in Kerala: 17 per cent as 
against 51 per cent in India as a whole, 90 
pet cent in Punjab-Haryana. 

20 Agricultural wage-employment per male 
labourer from ruial labour households in 
1977-78 (NSS 32nd round) was 170 full days 
in Kerala, compared to 229 for India as a 
whole The figure per female labourer was 
158 in Kerala, compared to 186 all-India. 

21 Between l%4-65 and 1974-75, the annual 
wage earnings per agricultural labour 
household, deflat^ by the relevant cost-of- 
living index, declined less in Kerala than in 
all the other medium-to-low growth states, 
in spite of the higher incidence of un¬ 
employed time during the year. The only 
states where it did better than in Kerala were 
the five highest-growth states. In all states, 
including Punjab and Haryana, real earning 
per labour household failed to increase over 
this period [Bardhan: 1982]. 

22 Interestingly, with the establishment of 
unions and better wages, many other social 
groups have now been working as agri¬ 
cultural labourers in Kerala. 

23 From the 1974-75 Rural Labour Enquiry, 
agricultural labour households with land 
have proportionally greater access to co¬ 
operative and bank credit than the landless 
ones—three times as much in western India, 
where the institutional credit programme 
for the poor is better developed than any¬ 
where else in rural India. 

24 According to the 1972-73 NSS, the percen¬ 
tage of male agricultural labourers aged 
15-59 on regular (annual or longer-term) 
basis was over 50 per cent in the highest- 
growth regions of south Punjab and 
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some of the low-growth region*, m 
Rajasthan and Madhya Pradesh. The 
ference is that in the first case, the attadi* 
ed labourers are well-paid tractor-driveK 
and overseers, while in the latter case he may. 
be a bonded labourer, servicing debt witl^ 
unpaid labour. 

25 According to the Rural Labour Enquiries, 
the female to male ratio of agricultural 
labourers in the country has increased from 
0,65 in both 1956-57 and 1964-65 to 0.73 
m 1974-75. In Bihar, Maharashtra. Andhra 
Pradesh, Ihmil Nadu and Madhya Pradesh, 
the ratio was 0.9 or more in 1974-75. In both 
1971 and 1981 census, nearly half the runQ 
female workers were agricultural labourers, 
as against a fifth of male workers. In some 
states, like Andhra Pradesh and Ihmll 
Nadu, with above-average landlessnms and 
traditionally larger use of female labour, 
nearly two-thirds of rural female workforce 
in 1981 were agricultural labourers. The 
number of farm labourers increased by 7.3 
million between 1971 and 1981, two-thirds 
of which were female. 

26 f-iom 1971 census, the percentage of 
population belonging to scheduled castes 
and scheduled tribes was 24.5 per cent in 
rural India and 10 per cent in urban India. 
From 1973-74 NSS, the SC/ST percentage 
of households was 27 in rural India and 11 
in urban India. 

27 In the 1981 census, agriculture still ac¬ 
counted for 67 per cent of the national and 
81 per cent of the rural workforce. With the 
NSS ‘usual-status’ definition, the percen¬ 
tage of rural workers primarily engaged in 
agriculture in 1983 was 77 for males and 87 
for females. In 1972-73, the percentate was 
83 for rural males and 89.6 for-rural 
females. 

28 The use of fertiliser and machinery in India 
increa.sed 16 times and 22 times respectively 
between l%0and 1983. These increased by 
23 limes and 17 limes in China. China hat < 
also had more success in multiple cropping 
than India. Between 1964 and 1983, land 
productivity increased by 54 per cent in 
China and 46 per cent in India. Labow prch. 
duclivity increased by 40 per cent in China | 
and 37 per cent in Indi;' Labour use per 
acre increased by 14 per cent in China and 

9 per cent in India. (Wong: 1987]. 
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Dhaka Region of Bangladesh 

Comparisons with Indian Cases 


Barbara Harrisa 

The organised power of agricultund merchants in regions of Tbrnil Nadu and West Bengal is compared and con^fc 
trusted with that afgrmn merchants in the Dhaka region qf Bangladesh. There are similarities in opportunisticpoUtic^^, 
alignments, in the predominance of sudi machants in local government and social institutions, in predispositiorts 
philanthropic display, and in the pracdce of lobbying the administration. There are dissimilarities in the flnani^ ji 
cf mercantile associations, in the development of bipartite negotiations with labour, in the degree of autoregulatiofm 
admitdsteted through associations. But most strikingly, while law and order activities are rarely carried out by mercantM^ 
associations in India, they are routine and important functions of mercantile associations in Bangladesh and 
thought to result from greater insecurity of property, contract and person. 


Introduction 

THIS note attempts a political rathet than 
an economic analysis of merchants’ power. 
It has proceeded from the hypotheses 
generated by ocamining agriculture markeu 
and mercantile politics in Ihmii Nadu 
(Coimbatore district) and West Bengal 
(Birbhum district) (Hmriss 1981 (a); 1982]. 
Although regional variation can ^ observ¬ 
ed within the sub-continent, the agricultural 
mercantile sector would appear to be struc¬ 
tured so as to combine an oligopoly with 
crowded, competitive petty trading. Major 
entry barriers to the latter sub-sector arc sea 
and caste rather than capital, though there 
are high and rising fimuicial barriers to entra- 
the oligopdhstic sub-sector. 

Throughout the agricultural marketing 
system there is an extreme complexity and 
diversity in the activities performed by firms 
Multiple functions are normal, although 
there is little patterning to the combinations 
of functions performed. Most trading firms 
combine buying and selling with one or a 
combination of brokerage, transport, pro¬ 
cessing, storage and finance. The mercan¬ 
tile oligopoly strives to set the terms and 
conditions of accumulation of the petty sec¬ 
tor by relations of fmance; Accumulation in 
petty trade it alto constrained because of 
higher per unit tmdiiv mid transactions 
costs and because of the rdative size of the 
cost component of consumption involved in 
reproducing thesmaH firm. The oligopolistic 
sub-sector strives to exert control rda finance 
over the process of produedon for the 
market Wherever they have been examined 
comparatively, rates of return from tndirtg 
exceed those from agriculturid productioii, 
agro-processing imd from certain segments 
of the informal money markets, llie (digoi- 
polistic sub-sector invests its accumulations 
in rentier urban and industrial property, in 
finance aadAn usury, in commerce and less 
commonly in the acquisitUm and capitalisa-, 
tion of aipicultura) taiBt and in pr^uedve' 
agro-indwtrial o^taUm entcriniaei Both . 
because of die dision between metchmiu’' 


capital and industrial capitid and because of 
the heterogeneity of the composition of the 
market, merchants are not a class for 
themselves [Harriss 1981 (b); 1984). Indian 
political parties are also not on the whole 
class-based. Nor does a pven political party 
have a coherent policy on private trade. 

Mercantile politics consists in the defence 
of the oligopoly. It is not expressed in party 
political alignments, yet there are three 
observable responses to party politics. One 
is to eschew party political activity 
altogether. The second is practised by a 
minority and is the reverre: to be active in 
politics, especially in its fonding, but this 
activity runs across the gamut of parties and 
is not confined to one. The third response 
is that of the Vicar of Bray and consists in 
supporting ruling party of the day. 

Mercantile political exinession has been 
found to be primarily reactive and defensive, 
against forces curbing their power. A major 
form of mobilisation is the lobby and the 
poIHical parties are only one of several types 
of ta^et for lobbying. Lobbying via orga¬ 
nised associations miQ' be aimed at the 
political apparatus, the essKutive or adminis¬ 
tration and the judidary, at the time of in¬ 
troduction or during the process of imple¬ 
mentation of regulatory interventions such 
as regulated market fees, levim and quotas, 
movement restrictions, and contract opera¬ 
tions for parastatalk Such lobbying may be 
rhetorical and persuasive and/or involve 
financial transh^ It may be oppositional 
or collaborative also depending upon 
circumstances. A nexus of interests in 
misimplemented rqpilatory intervention in¬ 
volving lower levels of the bureaucracy and 
agricultural meiphanta whicb manifested in 
oorruption and in economic crime has been 
documented pHanfes 1M7]. Merchants also 
group together to defend themselves in the 
stnenrie over surplus vrith organised labour, 
diMgh the latter is often weakened by being 
otgmiied by competing political parties the 
strength of whkh vary from town to town. 
In Its reactive, defensive politics, ties of 
kinship may be mobilised, power is coales¬ 


ced by merchants over institutions of' 
municipal and local government, religiotl,; 
education, culture and social welfare., 

The final direction of challenge Irij 
mercantile power in rural areas comes fijew 
agricultural capital and is often «preisadl^< 
agitational forms, conscripting the 
the peasantry and appealing to the stafen^'i 
only for subsidies and concessions 
reforms to the market. Here the pou^;^ 
landed merchants within such forfa^f-' 
movements has the potential to be 
rating, and reforms to market institutidip; 
have been less successfully wrested from ^' 
state than have subsidies on inputs supp^. 
by state administered institutions such hi; 
surface irrigation and electricity "t^> 
agricultural production. , ' |t; 

The second expression of cotpbiitt^. 
mercantile power implemented via mdrekp' 
tile associations has little to do with 
threats and is more a creative iesponsk:id>^; 
merchants' needs to reduce transaPhM^ 
costs and regulate trading conduct beed^;; 
of the rapid development of long distitaidll'; 
inter-regional trade and of communkBridlill 
technology, which renders obsolme 
face contact between transacting parPlil^ 
Certain associations have set down 
governing quality control, arbitration, 
regulation of conduct. They may orgaidl^ 
price and supply information, insutmice ai^‘. 
(rotating) funds for trading. In commodB^t;. 
such as cotton and groundnuts, the asso^';: 
tions’ rule books are more comprdienriVii" 
than the State’s Agricultural Prodliied^ 
Markets (Regulation) Acts. ^ 

Against this Indian background, the ae|^ 
vities of the grain merchant’s lobby hit ' 
Bangladesh have been investigated. RiaiiA!: 
flood water in August and September IWt i 
confined fieldwork to Dhaka and enviraof« 
where merchants are alleged to be brat.' 
organised politically. Intendews were hd^-!: 
(three in large groups, the rest individutfl^i^^ 
with office bearers of the seven grain taeb^’i 
chants’ associations (Ikble 1). Structmedj / 
open ended and specific questionipB' 
methods were all used to elicit the histpry;'! 





tiid modus epemndl of the inoda-' 
and its alliancet with other institutions. 

' The Markets 

j... Orain markets are both economic and 
,^il|Mial entities. Market places in the en- 
tdrons of Dhaka are (with the exception of 
Muhammedpur)at historical break of bulk 
points between water and land and (with the 
p,exception of Badamtoli) are peripherally 
'itoCated, for reasons of land and property 
i'MRt. Both Kamalaghat and Madangapj have 
Vhcen big general purpose markets since 
: firitish times when they traded with the in- 
terior of India. Madanganj is an old paddy 
' wholesaling centre which supplied Narayan- 
"-fanj with milled rice. It is now on the 
decline, its millers diversifying out of grain 
; as the millers of Kamalaghat have captured 
the direct supply of paddy by boat. Rice 
mills bristled from 1962 when electricity was 
transmitted to Kamalaghat. Capital accumu¬ 
lation from rice milling has led to the 
mushrooming ot second generation and/or 
branch paddy and rice wholesaling Hrms on 
' the spot. But the diffusion of rural electri¬ 
fication has allowed investment in husking 
mills in the producing regions, obviously 
threatening further the big mills of both 
Kamalaghat and Madanganj. Narayanganj, 
to the souih-ea.st has been a mRjor retail 
' market for rice for over 150 years, but has 
grown as a wholesale centre only since 
liberation. The market place has encroached 




gmtfi important wheat maricei MirMi 
partition was dominated fay a KandRit of 
Muslim traders (tom BombiOi who left at 
libemtion. Thereafter, it was teft to local 
traders to popularise wheat, expand the 
market and build up a specialisation in fine 
flour. 

Badamtoli is the largest and most central 
market, located on such a congekted 3.S-acre 
site of converted domestic houiuig that firms 
are beginning to spawn outside the strict 
limit of the marketplace. It is a wharf-side 
wholesale market for rice and cement (not 
a site for land-intensive milling). Founded 
over 60 years ago on the then periphery of 
Dhaka iu centre of gravity has shifted across 
the river eastwards towards Dhaka city and 
the market has subsequently been engulfed 
by urban expansion. 

The only purpose-built market place is 
that of Muhammedpur' in the north of 
Dhaka, but purpose-built for fruit and 
vegetables, not for rice From shortly after 
its construction it was invaded by rice 
wholesalers who rent all the premises from 
fruit and vegetable traders. 

Muhammedpur is the only market to be 
publicly owned. Upon the sabotage of its 
original objective, its ownership was 
transferred from the agricultural marketing 
department to the Dhaka municipality. Ail 
the other market places were not purpose- 
built and are privately owned, apparently by 
large numbers of traders, businessmen and 
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Association 


Badamtoli Rice Stockists’ Society 
Muhammedpur Rice Traders' Association 
Narayanganj Rice Traders* Association 
Narayangani Wheat Traders’ Association 
Madanganj Paddy Stockists’ Association 
Madanganj Rice Millers’ Association 
Kamalaghat Rice Millen' and Merchants’ Association 


Personnel Interviewed 

(7 Office bearers) 
(Vice-president) 
(President) 

(3 Office bearers) 
(President) 
(Presidem) 

(8 Office bearers) 


Tadi e 2: Division of Labour in Six Markets 



Millers 

Whole- 

lalen-Cum- 

Coromission 

Agents 

Attached 

Beparis 

Attached 

PBlkars 

Permanent 

Salaried 

Employees 

Casual 

Coolie 

Labour 

Market 

Badamtoli 


175 

1.000* 

dk 

800 

1,200 

Muhammedpur 


104 

200* 

— 

250* 

500-600* 

Narayanganj rice 

— 

25 

!00» 

150-200* 

100* 

250* 

Narayanganj wheat 

25 targe' 

1 1.000 

100* 

_ 

500* 

500* 

Madanganj 

50 small 
51 

82 

dk 

dk 

350* 

700* 

Kamalaghat 

ISO 

ISO 

dk 

dk 

500* 

2,500* mills 






500* 


wholesale 

shops 


NeMr. I All labour is male except for a small number of female child sweepers. 
* Estimates supplied by association office bearers, 
dk Data not supplied. 


Tk SOO to Tk 3,000per rnomhf tlfepaAeO- 
ing tanks and drying yards of rice mills m 
gf^y of land—2 acres is necessary for a 
commercial mill, hence their peripheral kam- 
tion. Rice milling is a four-day process, with 
no technical advance on the husk-flred steam 
engine, the alternation of hot suaming and 
cold water soaking which parboils the paddy 
prior to iterated passes through a huUer mill. 
An unusual form of sharecropping'u prac¬ 
tised in Kamalaghat (and possibly elsewhere) 
whereby the landlord permits the tenant to 
build and operate a rice mill with no rent 
for six to seven yean after which the land 
together with the entire mill reverts to the 
landlord. 

Grain flows within this chronically detlch 
country are complex. The long-distance 
supply of paddy and rice to Kamalaghat 
(2,50,000 tonnes per annum), Narayanganj 
(33,000 tonnes) and Muhammedpur (75,000 
tonnes) was explained as being lubricated to 
an important degree by a system of advance 
loans trickling down a hierarchy of inter¬ 
mediaries on terms and conditions. Anally 
to bind the cultivator on the one hand and 
the consumer on the other. All the markets 
experience seasonal variations in the sources 
of rice supplies, with the amon season pro¬ 
viding the largest crop and the hom season 
providing the largest marketed surplus. 
As well a.s supplying Dhaka, Badamtoli 
(7,00,000 tonnes) acts as a funnel for multi¬ 
directional trade to and from the south and 
east according to season. Madanganj is a 
paddy entrepot for Kamalaghat and Dhaka. 
The Narayanganj wheat market turns over 
7,20,000 tonnes of imported wheat per year 
from nearby silos and supplies 70 per cent 
of Bangladesh’s fine flour to the entire 
country. 

On the face of it quite large numbers of 
intermediaries populate these markets 
(Ikble 2) generating more or less precarious 
livelihoods for many multiples more of skil¬ 
led (salaried), unskilled labour and attached 
itinerant traders. Firms tend to be specialised 
and not to acetete functions as they grow, 
for reasons hazarded later on. Contractual 
forms IK varied. The employment of ftunily 
labour is a common characteristic, the 
salaried lifoour force being comparatively 
small. Salaried labour is paid in cash. 
However, while most traders will provide 
rudimentary weifare in the form of payment 
for medical csqtatditure, and some will seek 
to bind good emplc^ees by making them 
indebted, yet others hire and fire according 
to the volume of work. Unskilled cootie 
labour in wholesale Arms is employed on 
piece or daily rates on insecure terms. The 
large coolie forces of some 30-35 people, 
necessary to the ri« mills are organised by 
contractors to whom they appear (o be in 
effect bonded since contractors aie said to 
preicnt ftee movement between gangs. 'Ibra- 
ouer of oooUa is thus comparttNdy lew. No 
mferences can be made from the numben 




—,--- 

mtinbution of these mtermeefiarin is not 
known, UKt secondly because some of the 
imennediaries are branches of conglomerate 
firms. Both these structural complications 
may be reasonably supposed to affect 
performance. 

The origins of trading firms are diverse. 
The Kamalaghat rice millers have migrated 
from Madangaiti and/or have invested agri* 
cultuial accumulations in trading. The entry 
barrier now stands at Tk 8-10 lakh. It has 
been very rare for an employee to turn 
owner, sdthough one of the largest millers 
began as a day labourer and small businesses 
can be started as joint firms. In the Narayan- 
gani wheat and rice markets, the wholesalers 
are for the most part local businessmen who 
have diversified into grain ftom rentier acti¬ 
vity. labour contracting, government office 
and other trades. A few are migrants from 
as far as Borisal and Noakhali or branch 
firms from Badaratoli. Badamtoli appears 
to be the destination of capital accumidated 
elsewhere; in agricultural production or more 
commonly in other commercial activity. 
TK S lakh is the current, sole, formidable 
entry barrier. The newly colonised rice 
market at Muhammedpur features traders 
originating from all over Bangladesh who 
have diversified into rice from other com¬ 
modities, invested remittances from abroad 
or set up upon retirement from the army. 

In all the markets («ccpi the boom wheat 
market of Narayanganj) two or three firms 
were reported to collapse from bankruptcy 
each year. The reasons given were mono¬ 
tonous and consisted either of delays in the 
repayment of advances or of borrowers’ 
absconding with advances, underlining the 
economic risk of this common competitive 
tactic. 

Against this, most firms were said to be 
part of ‘modest’ portfolios. Agriculture was 
not attractive as a destination of mercantile 
profits. But the purchase of urban land and 
the construction of property for renting but 
was a common element in porfolios, as were 
fleets of country boats, launches and lorries. 
Many firms are horizontally integrated, 
having branches in other parts of Dhaka 
acd/or having diversified into trade in other 
agricultural commodities: notably vegetable 


whbietLiing and riw' milling is com¬ 
monplace. Profits are also commonly in¬ 
vested in moneylendng, not of a general 
nature but very specifically channelled into 
the system of cash advances with kind rqiay- 
ment. Merchants are able to invest in non 
agro- industry, specifically in textiles, yarn, 
twisting and multifliament factories; in salt 
crushing and brick kilns; and the pride of 
place—the Bangladesh ftpsi Cola factory. 
The portfolio of a mercantile philathropist 
featured in the Bengali press included rice 
wholesaling, the whole^ing of cement, 
paper and medicinal drugs and ownership 
of three cloth shops, a good example of the 
diversification of forms of commercial 
capital, but of the typicality or significance 
of which we cannot be certain. 

Mercantile associations 

All these agglomerations of merchants are 
organised into associations (Table 3). While 
the date of start of Madanganj’s, the earliest, 
is lost in the mists of time, the others made 
appearances regularly over the thirty years 
from 19S3, some unregistered with the 
government at inception because their 
population of traders had not reached the 
legal quorum required for registration. As 
will be observed from the table there is a 
certmn pattern of forces giving rise to the 
necessity for what one office-bearer termed 
‘Merchants' Trades Unions’. Expressions of 
the need to develop collective policy, to have 
a constitution, to be united and to have a 
close understanding are coded in the state¬ 
ments of four objectives of organisation. 
One was to standardise aspects of transac¬ 
tional practice, especially the terms and con¬ 
ditions of commissions and of advances of 
credit to other intermediaries. The second 
was to create a forum for the private arbitra¬ 
tion of disputes independently of the state, 
of the police or of traders in other markets. 
The third was to stand united in the represen¬ 
tation of mercantile interests to government. 
The fourth was the necessity of certain col¬ 
lective action involving expenditure, whether 
on socially conspicuous acts of charity or 
on co-operation to obtain licences to import 
spare parts. 

The associations are all similarly organis- 


iszes frM 25 to membm. 'tw jiL,-_ . 

tion of each association is the piqnicgf ■". 
market place. Elgibility is mandate^ WpJ 
eluding the 5 -10 per cent Hindu minottty)<| 
but confined to those with premises witira 
the market. Attached itinerant traders, ' 
problematical transactions with whom were; ’ 
one of the reasons for mecantile organita-; 
tion, are thus represented by proxy througfi 
their patrons. The associations are not run 
by their members, instead by an inner execu- ' 
tive committee varying with the size of the 
association from 11 to 21 members. By taw 
this committee should be elected. Actually 
the associations each meet annually to elect 
a small band of the great and good who in 
turn select their soviet, drawn from a cross 
section of mercantile society according to . 
experience and capacity to judge and to 
defend. 

All these associations command modest 
funds ranging from Tk 15,000 to at least 
Tk 3,00,000 per annum and mobilised in a 
variety of regular ways : on an ad valorem 
basis, by standard or variable voluntary 
monthly subscriptions, supplemented by ad 
hoc demands of funds for specific purposes. 
The process of fund-raising bears on the 
current objectives of the association. Those 
organising their own protection and security- 
forces (Muhammedpur and Madangaiq hav¬ 
ing large forces while Kamalaghat and 
Badamtoli have small ones now that police 
patrol the markets) exact higher subscrip¬ 
tions than those markets without security 
forces. A total of 27 people are employed 
directly by the seven associations. None of 
the associations owns property, though 
several rent special premises and three of the 
seven were accumulating capital to acquire 
premises. 

Despite being officially registered, there 
is no federation of these organisations into 
a formal lobby, local asssociation leaders 
identified individual merchants known acti¬ 
vely to represent the interests of the wheat 
and rice trades at the highest political level 
but were ignorant of the modus operand! of 
other associations, especially in the pro¬ 
vinces and acknowledged nothing but occa¬ 
sional informal contacts with local ones. 
Apart from relations with organised labour 
colleaive action between associations is' 


Table 3: Details of Merchants- Associations (1988) 


Market 

Date of 
Inception 

Reasons 
for Orga¬ 
nisation 
Regulation 

Dispute 

Resolution 

Represen¬ 
tation to 
State 

No of 
Members 

Per Cent Size of 
of Hindus Executive 
Committee 

Estimated 

Funds 

(Tk) 

Badamtoli 

1953 

V' 



170 

3 

21 

> 

1.60,000 

Muhammedpur 

1982 

w/ 

y 



101 

3 

II 


1.22,000 

Narayanganj rice 

1977 


— 


27 

7 

II 


15,000 

Narayanganj wheat 

1%3 


— 

.sX 

100 

12 

21 

> 

3,00,000 

Madanganj paddy 

‘v old’ 


— 

— 

82 

dk 

IS 


50,000 

Madangani rice 

1971 

w/ 


— 

51 

dk 

17 


collected 










as and 










when 

Kamalaghat 

1978 

a/' 

.a/ 


300 

7 

21 

> 

75,500 


Employment 
Clerk/ Guards 
Secretary 


1 I 

I 8 

3 2 

I 11 


I 


1 



dhr tK forced to negou'afo with associa- 
of truck drivers, reported to be well 
^tgrianiKd and given la strikes, the more 
!. ^Ii^ging as the inter-regional transport of 
i' ^«in is moving historically from water to 
• tuid. 

Muhammedpur has an unusual traders' 
co-operative in addition to its association. 
.This is un-registercd, started in 1983 and 
' involves ISO members, including traders in 
goods other than gtain, and raising about 
Tk 1,00,000 a year on a daily basis. This 
fund is used as a source of low interest credit 
' (o members and has also been invested in 
a van for the transport of their rice. 

Ext-RClst (»f PowtR 

The first arena of power involves mer¬ 
chants and the state. State intervention in 
private paddy and rtcc-markeiing comprises: 

i) licensing (foodgrains traders' licence from 
the food department; traders’ licence from 
the ntunicipahty, agricultural licence from 
the agricultural department); 

ii) vigilance over storage consisting of the com¬ 
pulsory weekly reporting of sales and pur¬ 
chases to the food department; 

iii) procurement by the food department either 
‘direct* from farmers or on quota from 
millers at 'incentive' prices, 

iv) disbursement of rationed rice and wheat to 
an eligible sub-section of the population via 
a separate network of licensed dealers; 

V) undertaking open market sales at variable 
prices and sporadically in order to restrain 
open iparket prices. 

The Food Department is the key institu¬ 
tion in these inteventions. More than one 
association declared cryptically that its funds 
were spent in “the maintenance of relations 
with the food department", not only for the 
costs of travel for meetings and negotiations 
but also hinting obliquely at the possibility 
of thereby arranging the timing of open 
market sales (so thaumerchants could shed 
stock at higher prices prior to the issue of 
open market sales) and of organising ration 
disbursement via ordinary merchants with 
whose commercial stocks they might be 
fungible. The association leaders have easy 
and direct access not only to local district 
commissioners but also to the ministers and 
secretaries for food. At times of high price- 
rises, food ministers, sometimes the presi¬ 
dent himself (as in the floods of September 
1988) approach or visit the associations for 
explanations for sudden hikes and publicly 
'appeal' and ‘exert pressure' on merchants 
to reduce them. The associations’ interest in 
compliance with such appeals lies in 
avoiding the regulation by the government 
of prices and of transactional behaviour. 
Weekly sale and purchase reporting for 
instance, is actually carried out casually but 
predictably about once a month by food 
department officials. 

Otherwise the intention between associa 
Uons and the state concerns matters other 



policy but wMch affect private tranaactions 
costs. Whenever inter-regional movement 
restrictions have been imposed intermittently 
in the past the asssociations have lobbied the 
food ministry or the martial law adminis¬ 
trator to lift them, and to obtain the release 
of lorries impounded m mule upon the 
sudden imposition of restrictions. Each 
association has used a sub-set of executive 
committee members to protest with mono¬ 
tonous regularity to the municipalities and 
to the directors of institutions supplying 
routinely disrupted utilities such as electri- 
ctity, gas and telephone communication, and 
to those maintaining roads. The president 
is lobbied by Badamtoli merchants and has 
taken temporary action about sudden lack 
of availability of transport, sudden rises in 
transport costs and the poor quality of com¬ 
munications to and within the market place. 
In Badamtoli, Naiayanganj and Muham¬ 
medpur the associations have to organise 
and pay for the supplementation of the 
regular cleaning of the market place by the 
local municipalities. 

With respect to imported wheat, the state 
restricts trade to private nulls on quota and 
to government dealers whom it subsidises on 
the assumption that the subsidy is transfer¬ 
red directly to consumers. The wheat 
association is the means of n^otiatlon with 
the government about increasing the size and 
improving the quality of quotas and about 
reducing the suteidy to licensed government 
dealers, which are i^eged to be absorbed by 
these traders and not passed on to con¬ 
sumers. “W; support the IMF and the World 
Bank on thi8”.said merchants approving of 
efforts to liberalise trade and r^uce sub¬ 
sidies. The association has easy access to the 
political and executive directors of the food 
ministry. Hour mills are checked for hj^ene, 
with peiulties if factories do not match stan¬ 
dards, but inspections are reported as rare. 
State r^ulation of the wheat trade is more 
comprehensive than that in rice, where the 
state's threats to the independence of the 
mercantile sector appear relatively easily 
beaten off. 

The second arena of power is in relations 
with labour, fn contrast to mercantile 
organisation in India, the need to counter 
claims from organist labour has never 
figured in the formation of Bangladeshi 
grain associations, though it has been 
occupying them increasingly in the recent 
past. There are recently formed associations 
of labour everywhere except in Kamalaghat 
and the Madangattj paddy market (where 
labour is still primarily mganised via labour 
contrutors and is effectively unfiue) and in 
the big Nareyangapj wheat market (where 
traders have to-date successfully refused to 
let labour organise) (Ihble 4). In each 
organised labour market, the sdaried labour 
force is organised separuely from that of 
cooUes. Power relations between employers 
and employees are on the whole lopsided. 
Wige rates to cooties, and conditions of 


n^otfaired (tf 
a»odation imd the resiilu cbmrnunicmMd 
every year or so to organised Itfiour and 
where appropriate to their contractors. 

In the same ‘paternalistic* way. some 
associations agree that all members shall be 
bound to provide medical expenses for thdr 
labourers when required. The Narayanganj 
rice association organises the festival 
bonuses paid to Muslim emirioyees at Id and 
to Hindu employees at Dutgapuja, and the 
NarayangarJ wheat association fixes the 
level of annua! perks to iu salariat “accord¬ 
ing to the ILO convention". Only in Badam¬ 
toli have bi-partite negotiations started as of 
1987. But the political muKle of coolies is 
gradually developiiqt. In September 1988, 
coolies associations were liaising between 
Dhaka markets over the sacking of half the 
coolie labour force in one rice market, who 
demanded the right to allocate their l^ur 
to shops of their choice. The withdrawal of 
coolie labour could halt the operation of 
markets and derastate prices, but the large 
pool of coolie recruits currently constrain 
their actions. 

The third area of growing corporate power 
responds to the need for autoieguiation for 
the reduction in the transaction costs of long 
disunce inter-regional trade. But to-date 
(again in contrast to India where the state 
as well as the mercantile lobby is much more 
closely implicated in regulation) this r^u- 
latory activity is quite limited. Success has 
Jieen restricted to commissions, standardised 
in 1986 to 10 poisa per kg from sellers and 
purchasers in Badamtoli, Muhammedpur 
and Narayanganj; and to weights and 
measures after appeals to the government to 
introduce the metric system from the 
Badamtoli association. Seers and maunds 
were phased out by kilogramme weights as 
recently as 1986-7, but metric weights are not 
checked either by the government or by the 
associations (although standardisation is in 
their interest) unless complaints are brought. 
Lastly, as noted rarlier, ^e organisation of 
cleaning the marketplace is part of the 


AVAILABLE NOW 

me KOUE Of WDMOif IN 
HUKAL DiVeUOmeNT 
s. omiAmA 

Rs 100 

The book deals with women involve¬ 
ment in different activities such as asri- 
cuHure, fisheries, bidi-rolling, small-scale 
industries, small business, sovernment 
employees, maid-servants, artisans 6 ser¬ 
vice sectors with a particular reference 
to rural economy. 

ArW/shed by-. 

DASA FUKISHINO HOUK 

1309, Vliid Wbra, Nai Sar^ 
Oelhi-110006. 


BcxMoinfo t»d mWgoi 1MM MaWb25.1M9 


A42 



the muiiKiptiiiy is remiss. 

The fourth manifestation of collective 
power and prestige is in modestly philan¬ 
thropic activity. Schools are given financial 
support. In Kamalaghat the drains of local 
Muslim schools (madresas) have been fund¬ 
ed by the rice association and poorly paid 
teachers ate given cash at the festival of Id. 
Speical collections are raised for schools 
near Muhammedpur market. Narayanganj 
wheat traders supply medicines to thdr local 
hospital, while the Badamtoli association 
declared financial support for a hospital “for 
coronary transplants'—evidently not a 
primary health centre. Kamalaghat and 
Badamtoli associations give money to mos¬ 
ques. In Badamtoli and Narayanganj mer¬ 
chants organise collective compensation to 
the widow of any employee who dies (cur¬ 
rently Tk 20,000). Special collections may 
be made for marriages of the poor. One 
thousand poor were fed at Muhurram in 
Kamalaghat. Conspicuous donations are 
made to the President’s Relief Fund ; in 
Badamtoli (Tk 25,000 in 1985 rising to Tk 
75,000 in 1987); in Narayanganj in the 
distress conditions of deep flood in 1988,25 
families were being fed, one per wholesaler. 
Obligatory donations are made by all the 
associations to the social-cum-political 
'welfare clubs’, the channels for political 
activity in support of the government by 
youth. It can be useful to have a clientele 
of such youth for reasons which we now turn 
to consider. 

The fifth and final political function of 
the mercantile associations, one which dif¬ 
fers markedly from counterpart institutions 
studied in West Bengal and 'fomil Nadu, is 
the organisation of arbitration and of 
physical security. The associations all strive 
to resolve disputes without recruiting the 
police. The commonest disputes involve 
default on advances—failure of itinerant 
traders to repay in kind loans of cash, or 
their breaking of contract by the itinerant 
trader's supplying alternative wholesalers to 
the supplier of the advance, or by trading 
on own account. Association presidents or 
mnnbers of the executive committees make 
judgments, having heard the two sides of the 
dispute. The associations have the power and 
the human power to trace offenders back to 
their regions of origin, to fine offenders, to 
block the transactions elsewhere of an of¬ 
fender. Not all judgments favour wholesalets 
against itinerant traders. Defaulting 
wholesalers are made to repiv, by taaia 
such as publicity, abuse and shaming. The 
associations fix compromises in cases of 
genuine bankruptcy. Other sources of 
dispute amenable to arbitration by the 
ass^ations are about false weighu and 
measures, and between merchants who flout 
assodation rules by undercutting eadi other 
on advances to itinerant traders. The mer¬ 
cantile associations also arbitrate in general 
pntfolio or dais conflicts. One association 
far egiample saw it as relevant to evict 


tenud payments to a properly lord who was 
also a rice wholesaler. 

Another area where the associations inter¬ 
vene is in crime in transport which takes 
many forms. Where truck drivers break the 
law, associations speed up prosecution. 
Transport losses due to the highjacking of 
lorries both by the thieves and by itinerant 
traders defaulting on repayment of advances 
are commonplace, as are large transit losses 
during handling by boat, lorry or rail 
transport. Associations register such cases 
with the police and help to speed up investi¬ 
gation tmd prosecution. 

The Market places are sites for robbety 
and violence. The Bengali press clippings for 
Badamtoli rice market give the following 
details for two .sample years: 

J984 

—four robberies totalling Tk 2,28,000; 

—u.se of the market twice as a battleground 
between two rival gangs of hooligans and 
betsveen local youth and students 
—three cases of stabbings 

The association complained through the 
media about lack of police protection. 
1985 

—four robberies totalling Tk 1,%,000: 

—discovery of revolvers and handbombs in 
the market; 

—bombing of the market, killing one 
employee and injuring two people; 

—muider of a wholesaler by a gunshot. 

In response the association was variously 
critical of police, demanded a police station 
in the market, threatened the closure of the 
market and gave a lavish reception to the 
local M P and the deputy administrator of 
Dhaka municipal corporation. Violence is 
by no means confined to Badamtoli. In 
Muhunmedpur in 1988, three robberies were 
reported; in Narayanganj two robberies 
totalling Tk 2,16,000 had already happened. 
Madanganj reported chronic violence from 
hooligans and interference of ‘local louts*. 
Pleas for police patrols of markets have met 
with recent belated response. We explained 
that in Muhammedpur and Madangapj mer¬ 
chants have organised their own security 
forces. Elsewhere we were informed that 
payments were made informally to young, 
educated, unemployed people for purposes 
of unspecified clientele, vigilance and 
security. 

Power in the mercantile associations coin¬ 


cides with power over other lifeal | 

though the data erbtained on such linka^^jt 
was of a general and tow grade nature. , . 
merchants are powerful in the local goveritA^^j 
ment. The president of the Narayangaqj-.'vJ 
wheat association is the chairperson of 
municipality; that of the rice association i»' ’ 
president or chairperson of about two dozOp -J. 
other associations, including four co«.,} 
operative iastitutions. The executive commit' ' 
tee members of the Badamtoli A.ssociati(Ht ' 
are chairpersons or members of 22 local. 
councils, and there is a member of the' 
Dhaka municipal council. One of the joint 
presidents of Kamalaghat as.sociation is : 
chairperson of the union parishad. On the , 
executive committee of Badamtoli associa* 
tion are two MPs and the president at 
Kamalaghat is an ex-MP. Merchants do nor 
support political parties openly through the 
associations, but political activity is intense 
and, as in India, extends to all parties, also, 
not mutually exclusively, to the government 
of the day. Office-bearers ate also prominent 
on the governing bodies of schools, among . 
the managers of mosques and temples and 
the social welfare clubs, members and office¬ 
holders in the Muslim businessmen's 
societies. Many are A1 Hajis and some are 
members of the elite philanthropic societies 
such as Lions, the Rotary and the Muslim 
Red Crescent and other Islamic societies. 

In this way, formidable local political . 
power is held by the grain merchants, but 
there are limits to their collective action. No ' 
association has succeeded in systematising 
bank credit lor trade, so that loans are 
individualised and reported to be cornered 
by the very largest traders, leaving the 
majority excluded from the banking system. 
Private payments to officials of the food and 
income tax departments and the licensing 
authorities are individualised. Terms and 
conditions of labour are not yet managed 
collectively in Kamalaghat and Muham¬ 
medpur. On matters of regulation, no 
quality standards have been agreed either for 
rice or wheat, by government or by associa¬ 
tions so that quality is a feature of com¬ 
petitive practice, parodying ‘brand loyalty’. 
Terms and conditions of payment contracts 
are intensely and competitively individualised. 

CONCUJSION 

A comparison of agricultural mercantile 
activity between Ihroil Nadu and West 


Tabi.e 4; Organisation ot Waoc Labour (1988) 


Market 

Type of 
Organisation 

Salaried Labour 
Date of Esid No 

Start Members 

Casual Labour 

Date of Estd No 

Start Members 

Badarmoli 

Labour Union 

1981 


RflO 

1979 

1200 

Muhammedpur 

Labour Union 

— 

“nil- 


1985 

150 

Narayanganj rice 

Labour Union 

— 

-nil- 


1982 

250 

Narayanganj wheal 

Firms 

— 

■nil 


—-nil 

— 

Maduganj paddy 

Labour Union 

1968 


350 

-nil 


Madanganj rice 

Firms' 


nil 


Contractors - nil 


Kamataghat 

Firms 

" ' — 

-nil 


Contractors -nil 

- ™ ' 
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'Bengal on the one hand and Bangladesh on 
the other reveals similarities with respect to 
opportunistic party political alignments, to 
the prominence (if not the domination) of 
merchants in the local government and 
focial institutions, to a predisposition to con- 
•picuous philanthropy, and to the practice 
of lobbying the administration. Indeed there 
is abundant ev'idence pointing not to a con¬ 
flict of interests between state and market, 

, but rather to a consensus of bureaucratic 
and commercial interests in the mis- 
implementatioti of regulatory inreivention 
The administration benefits from bureau¬ 
cratic rent, while traders derive excessive 
profits from maiket distortions engendered 
by these forms of implementation. 

But there are strong dissimilarities too. 
The funding of mercantile associations is 
more systematic and on a relatively larger 
scale in Bangladesh. The poiitis'al struggle 
over surplus waged by organised merchants 
with organised labour (the formalisation of 
which began earlier in India though is still 
not complete) is just starting in certair 
market places tn the Uhaka region. Commer¬ 
cial auto-regulation is more advartced, as is 
the state’s regulatory legislative framework, 
in India than in Bangladesh. Most strikingly, 
while law and order activities are rarely car¬ 
ried out by the Indian associations wc have 
studied, they are routine and important 
functions of mercantile associations m 
Bangladesh. 

The regulatory capacity of the state in 
Bangladesh appears to be more limited than 
it is in those parts of India where the grain 
mercantile lobby has previously been 
euunined. Even the minimum role of the 
state in guarar.teeing contract and physical 
security, without which markets cannot 
function, rests in Bangladesh on much more 
fragile foundations. Cain [1981] has observ¬ 
ed the same contrast in the security of pro¬ 
perty rights and the negotiability of justice 
between the two countries. This being so, 
merchants in Bangladesh have to channel 
their greater relative power into the more 
primitive activities of security, the resolution 
of disputes, the speeding of prosecution by 
, the official forces of law and order and by 
default the organisation of private forces of 
security. 

It may even be speculated that the division 
of labour in trade also to a certain extent 
reflects physical imecurity. There appear to 
be fewer large mulli-tunrtional firms with 
large salaried labour forces in the Dhaka 
grain markets than encountered in Indian 
cases. This may result not only from con¬ 
straints to capital accumulation but also to 
a strong preference for the security of family 
labour. The investment of profits in the crea¬ 
tion, through lateral credit, of dependent 
relations with specialised suppliers of paddy 
can be interpreted not only as a strategy to 
reduce supervision and transaction costs but 
also to shift and diffuse both economic and 
physical risk. It may further be speculated 
that the recent encouragement given to the 


decentralisation of adminisiration in 
Bangladesh, insofar as it as a precondition 
to the reduction of insecurity of property 
and contract, may have an indirect impact 
on gram market performance. Improved 
security would reduce the risk incentives to 
perpetuate dependency in the division of 
labour in the gram trade. 

[ This work was carried out as part of the 
Bangladesh Foodgraitis Markets Study 
funded by the UK Overseas Development 
Administration. I am very grateful to 
mnnbers of this project, in particular K A S 
Murshid, Tarit Datta Gupta and Shahjahan 
Miah of the Bangladesh Institute of 
Development Studies and Ben Crow of the 
Open University (UK) without all of whose 
help this research would not have been pos¬ 
sible I am also grateful to the office -bearers 
of seven mercantile associations who 
gcnciously spared time to talk with mc.| 
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Do We Have an Energy Price Policy? 

T K Salish Chandran 

Energy Pricing in India: Ferapective. lasueN and Options by Hiren Sarkar 
and Gopal K Kadekodi; UNDP and ESC'AP ami ILO-Asian Employment 
Programme, New Delhi, 1988; pp 118, US$8 

Pricing for Vlfelfare: Petroleum Pnaluots in India by Geeta Gouri; Oxford 
and IBH Publishing Co, New Delhi, 1988; pp 92, Rs 35. 


IN a modern economy, eneigy plays a dual 
role. It is an input into productive activit) 
in sectors such as agriculture and tiidustiy, 
while it is a consumer good in the hou.schuld 
sector. Changes in energy prices therefore 
have multiple effects on the economy. In the 
short run, there is an impact on both private 
consumption expenditure and the cost ot 
production of industrial products, the latter 
often with a ca.seading effect. In the long 
run, substitution of one form of energy for 
another may take place, subject to techno¬ 
logical possibilities and competitiveness of 
price. 

There have not been many studies focused 
on energy pricing in the Indian context. I ligh 
level official committees and individual 
scholars have gone into energy policy issues 
in which pricing ha.s figured incidentally. 
Most cf the public debate has centred 
around lines of policy action with sotncwhai 
peripheral reference to prices, even though 
pricing can be an effective mstrunioni of 
demand management and must form an 
integral element in any coherent energy 
policy. .Several factors have contributed to 
the lack of wide ranging studies on energy 
prices in India. The Indian energy market 
is not wholly integrated and, as is well 
known, the traditional fuels have not yet 
fully become a part of the market economy. 
The patterns of consumption, whether of 
coal, oil or electricity, arc influenced con¬ 
siderably by constraints in supply and the 
sheer lack of access for targe segments of 
population lo the modern, commercial 
forms of energy. These factors impose seven- 
limitations on studies which .seek to analyse 
consumer response to energy price changes. 

The sudden oil price increa.se in 1973, 
which had an adverse impact on the coun¬ 
try's economy and created a severe strain on 
the balance of payments, dramatically- 
highlighted the ramiHcations of increase in 
the price of energy. There is another factor 
which has brought issues of energy price to 
the fore in the recent years, namely, the 
mounting losses of coal companies and state 
electricity boards. While the volume of 
investment in the energy sector is growing, 
the Hnancial performance of the energy 
industries has become a matter of concern. 

The two books under review are timely 
and make a useful addition to the limited 
Uteratiue available on energy pricing in 
India. Ctee of the objects of the book by 


Sark.tr and Kadekodi (S and K) is "to for¬ 
mulaic a macro-economic energy model 
capable of analysing the relevant kssues 
associated with energy prices. Such issues are 
intimately lelaied with the nature and extent 
of interactions which the energy prices havc 
wiib the various facets of the economy such 
as price formation, output determination, 
incoinc generation and its distribution, sav¬ 
ings and consumption behaviour, govern¬ 
ment operation, etc!’ As a prelude to the for¬ 
mulation of the model, a review of the 
energy pneiiig policy during the period 
1970-85 is presented. In Part ! of the book, 
the linkages between the energy producing 
and consuming sectors arc explored and the 
possibilities of inter-fuel substitution 
examined The trends in the pattern of con¬ 
sumption of diflerent forms of energy and 
their relaiioiiship with the growth rate of 
GDI' arc tlclineaied. The low demand profile 
of household energy consumption and its 
lelative inelasticity are highlighted. In parti¬ 
cular, the pattern of energy use in the 
tiansport sector is analysed in some detail 
and the influence of prices on inter-fuel 
substitution in railway operations is 
estimated with the aid of an econometric 
model. While ics'iewing the energy product 
wise price trends between 1970-1985, the 
impact of increase in the price of oil in the 
international market, rise m domestic pro¬ 
duction cost, considerations of government 
icvenue, etc, have been briefly looked at. 

Part II whicli deals with the macro- 
economic model formulation begins with in¬ 
troducing ‘stylised’ facts of the Indian 
economy which have to be modelled. The 
model itself is quite elaborate, with 121 in- 
dcpendciii equations arranged in 13 blocks. 
It is designed to analyse the effects of energy 
price changes; aiternat've pricing regimes are 
considered-energy prices being wholly ad¬ 
ministered, or determined on the basis of a 
mark-up on primf cost, or the price ol a par¬ 
ticular type of energy being treated as an 
exogenous policy variable. The model is used 
tn carry out a number of simulations—to 
look at the impact of a 10 per cent increase 
ip price, the consequences of government 
revenue mobilisation by increasing energy 
pnee, the effect of external shock on energy 
costs and prices and the effea of a wage rate 
increase in the energy sector. In the words 
of S and K, "all the individual cost price 
simulations are of boundless importance for 


the polit 7 -makers in monitoring energy 
pricing on a guided path". 

The main concern of the book by Geeta 
Gouri (GG) is “to examine the ability of 
petroleum product pricing to effectively 
combine efficiency and distributional 
equity”. Ihe first two chapters are devoted 
to an examination of the perspective and 
principles of public enterprises pricing, with 
special icferetice lo enterprises which, as in' 
the energy .sector, function in monopolistic 
or quasi-monopoli.slic conditions. Under, 
such conditions, long run marginal cost 
price is theoretically the best economic 
option, but a balance ha.s to be achieved 
between commercial and social objectives. 
The author recognises that LRMC pricing 
suffers from both conceptual and practical 
limitations arising from uncertainties in 
demand estimation technological changes, 
lumpines.s of investment and in.sensitivity to 
the income distribution aspect. Besides, the 
breakeven constraint imposed on the supply 
organisation often prevents the imposition 
of the first best maiginal cost prices. The 
principles enunciated by Ramsay, Baumof 
and Bradford, etc. for optimal departure 
trom marginal cost pricing are briefly refer* 
red to. In Chaptei 3, the market structure 
lor major petroleum products is analysed 
and econometric models developed to 
establish the relationship between different 
economic sectors and productwi.se conttump- 
iion. Ii IS seen that in general, the prices 
seem 10 have little effect on consumption, 
wlicreas the effect of income is much higher. 
This IS only to be expected, as price in* 
elasticity of demand is a natural manifesta* 
lion in a regime of administered prices. In 
Chapter 4, the pricing of petroleum products 
IS examined from the twin angles of effici¬ 
ency and equity. Fot the first time, the Oil 
Prices Committee of 1976 (OPC) adopted 
the I.RMC approach for the pricing of 
domestic crude oil, abandoning the earlier 
impon-parity concept on the ground that the 
benefits of domestic crude should accrue to 
the Indian population. The factor of exhaus¬ 
tion of the rcseivcs was not, however, expli-' 
citly built into the pricing scheme. At the 
refinery level, the committee based the pric¬ 
ing on long run average cost; the joint costs 
of rertning were then distributed between the 
different products on the basis of a set of 
indices. These indices were determined by an 
ad hoc judgment of the committee taking 
into account the trends in demand and sup¬ 
ply, end-use patterns, refinery economics 
and other technical factors. But, at the retail 
level, the price rationale was upset by the 
incidence of excise duties and sales tax 
leading the author to conclude, "this makes 
us suspect that government decision-making 
process is often dominated by political 
pressures especially at the state le^”. Based 
on the estimates of prices and income 
elasticity for a few major petroleum pro¬ 
ducts CO has attempted an alternative 
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jifipioach to product pricing using the 
i’ltsiinsay Inverse Elasticity Rule. But, as she 
hfETself recognises, this leads to paradoxical 
results, when dealing with items like kerosene 
oil. which are necessities ior the lower 
income groups. The OHC pricing sacrificed 
efTiciencs lor distributional equity, but in the 
process, the costs ol intermediate products, 

' which constitute the raw material lor down¬ 
stream petrochemical industries turned out 
to be high in comparison with international 
prices. Government therefore laces a 
dilemma, created by the multiple objectives 
sought to be actiiescd through the pricing 
scheme. As the author puts it, “the dilemma 
is the consequence ot utilising market tools 
to achieve non-market goals: of combining 
socio-economic objectives in a mixed 
economy: of having socialist goals but of 
utilising capitalist tools”. 

The simulations carried out by S and K 
on their macro-economic model do not show 
' any unexpected results. When price is in¬ 
creased, there is an immediate fall in GDP 
and the income distribution schedule 
worsens. But if the price increase is in respect 
of petroleum and there is substitution by 
increased production of domestic coal and 
electricity, the decline in GDP will be less, 
while income distribution improves. If 
energy prices arc to be increased to generate 
additional government revenue, petroleum 
products can be exploited as effectively as 
indirect taxes, with the additional advantage 
of restraining consumption. Besides, petro¬ 
leum price increase will have less reces¬ 
sionary effect than indirect tax on mamifac 
tured goods. If the decrease in international 
oil prices is passed on to the consumers, the 
Indian economy will respond positively, but 
it could stimulate petroleum demand. 
Increase in wage rates result in all round 
increase in prices, though this is not of a 
substantial order. If the.se price increases are 
not absorbed, real GDP goes up. But If there 
is a cost push increase in prices, the GDP 
increase will moderate. These simulations do 
not disclose much sensitivity to change in 
income distribution with respect to energy 
price changes. 

As stated earlier, a review of past pricing 
palicies and an attempt at establishing 
econometric relationships has been made in 
both the studies. The results derived there¬ 
from bring out clearly the limitations of 
quantitative apprcKiches, arising mainly from 
a combination of administered prices and 
physical constraints in supply. The conclu¬ 
sions derived purely from econometric 
models may even be divorced from reality. 
For instance, S and K find that the move¬ 
ment of price relativity between coal and 
electricity has effected the choice between 
their respective tractions in Indian railways, 
but no such specific observation can be 
made in the case of coal and diesel, or 
electricity and die.<>el. This loses sight of the 
fiKt that the progression in Indian railways 
has been from coal to diesel in the first stage 
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and from diesel to electricity in the second, 
the crucial factor influencing the transition 
being the traffic density. Similarly, the state¬ 
ment that the percentile of power consump¬ 
tion in industries has come down on account 
of sharp increase in power tariff is not mean¬ 
ingful. What has happened actually is that, 
on account of inadequate availability of elec¬ 
tricity, most states have impo.scd heavier 
power cuts on industry than on agricultural 
and other sectors, forcing many industries 
to install captive diesel generating sets which 
preside electricity at much higher cost. 
Similarly, price elasticities estimated by GG 
show perverse results in respect of kerosene 
and fuel oil. This is not to suggest that quan¬ 
titative methods are not useful, but to 
emphasise the need for improving the data 
base and for taking into account other 
attendant factors before drawing conclu¬ 
sions. Similar observations apply to the 
reliability of macro-economic models in 
taking policy decisions. 

The theory of public utility pricing has 
developed in the west, mainly in the United 
States, in Che context of regulation of 
privately-owned utilities. The declining block 
tariffs which were common in electricity 
supply came under attack from those who 
felt that they were designed mainly for the 
profit maximisation of the regulated firm. 
The price discrimination, it was argued, 
operated against the small consumers who 
tend to have low price elasticities of demand. 
Cross-subsidisation has been another issue 
before the regulatory bodies where one set 
of users object to subsidising another set of 
users. Theories of non-uniform pricing have 
also been developed from the point of view 
of gains in efficiency as compared to the 
traditional approach of Fully Distributed 
Costs adopted by regulatory bodies. 

These theoretical developments have 
limited application under the conditions 
prevailing in countries such as India The 
rea.sons as stated earlier are not only the dif¬ 
ficulty in estimation of the various 
parameters involved, but also the apprecia¬ 
tion that energy can play a positive role in 
bringing about the desired social and 
economic changes. As commercial energy 
supply in India is in the bands of publis 
sector enterprises, it should have been pos¬ 
sible to establish an energy price regime with 
stated policy objectives. But unfortunately, 
no clear guidelines have been evolved. The 
direction of the government of India that in 
the case of public enterpri.ses which are in 
a monopolistic or semi- monopolistic situa¬ 
tion, the landed cost of comparable im¬ 
ported goods should be treated as a ceiling 
for the domestic prices, is not quite relevant 
for the energy sector. Neither the Economic 
Administrative Reforms Commission not 
the Arjun Sengupta Committee made 
specific recommendations touching the 
energy enterprises. 

The electricity tariffs of state electricity 


boards which afe c'dntrolted by the respec¬ 
tive state governments are far from rational. 
Apart from the fact that in most cases the 
tariff prescribed lot different categories of 
consumption does not cover the co.st of 
delivery, subsidies are given to classes of con¬ 
sumers who do not merit such subsidies on 
economic con.sideration$. Similarly, the 
prices charged for different grades of coal 
do not fit into a well-designed framework. 
They do not reflect the differences in the 
heat content. The sales revenue, ever since 
nationalisation of the coal indu.stry, has not 
even met the cost of production In the case 
of soft coke, as rightly pointed out by 
S and K, the subsidy is misplaced. One finds 
it difficult however to agree with then view 
that coal pricing in India is. by and large, 
based on the principle of transler pi icing 
and long run concepts. Any one who is 
familiar with the manner in which coal price 
revisions have taken place in the past would 
find it difficult to identify any discernible 
theoretical underpinning ol the price 
structure. 

On account ot the fac' that the energy 
ciisis was triggered off bv oil price increase 
and because of their inteinational lamina¬ 
tions. the pricing policy of petroleum pro¬ 
ducts has received considerable attention .-\s 
explained earlier, there was an effort to 
determine prices on systematic lints. Basical¬ 
ly, the approach in India has been to isolate 
the domestic prices from the developments 
on Che international fioni. The pattern ot 
demand of different producl.s and welfare 
considerations have been the predominant 
factors in the determination of prices This 
approach must be regarded as basically 
sound. It is a fact, however, that populist 
considerations (e g, the high price differen¬ 
tial between kerosene oil and HSD) or 
revenue considerations (e g, excise duty on 
petrol) have introduced distortions. The 
more serious failure has been in the contain¬ 
ment of oil demand. In the ab.sencc of alter¬ 
native sources of energy, the high level of 
petroleum prices has only contributed to 
augmentation of revenue without inhibiting 
demand. When, as in the energy sector, 
there are multiple objectives which are not 
always compatible with each other, the for¬ 
mulation of a pricing policy is a difficult 
exercise. Ultimately, government has to 
arrive at a judgment which balances various 
considerations - to the maximum extent. 
While recognising the complexity of the 
problem, it has to be pointed out that though 
India faces a major challenge in meeting its 
future energy requirements, energy prices 
have not been used effectively either to bring 
about economy in energy use or to contain 
the demand for oil, in which the country is 
deficient. With the oil import going up once 
again, the need for a coherent energy price 
policy has become more imperative than ever 
before. Both the books under review high¬ 
light this aspect. They are lucidly presented 
and will be of interest to all those who are 
concerned with energy policy issues. 
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ts Sfi>l A&aid of Economics and 
Economists? 

I)eena Khatkhate 

Adjustment with a Human Face; A Study by I'lNK^KF, Vol 1, edited by 
Giovanni Cornia, Richard Jolly and Frances Stewart; Clarendon Press, 
Oxford, 1987; p 319. 


ECONOMISTS of all persuasions always 
hold forth on efficiency. Everything needs 
to be optimal and only if it could not be, 
then take resort to the ‘second best' ap¬ 
proaches to policy .making. True to this 
spirit, the word ‘adjustment* was invented 
and put in currency. Now it has been so 
much used and misused that it has lost its 
original meaning, whatever that was. Adjust¬ 
ment is a generic term and it can mean all 
things to all men. But when it is u.sed in the 
conleft of economic policy, it is invested only 
with one connotation, i e, deflationary policy 
with all that implies for income, employment 
and the conditions of the most vulnerable 
section of society. So much was resented for 
so long in harnessing this term that its in¬ 
ventors put convenient interpretations on it 
to assuage the feelings of countries to which 
the advice on adjustment was offered. If you 
obiect to its adverse impact on distribution 
ol income, say that adjustment which in¬ 
volves highei interest rates, devaluation, 
withdrawal of subsidy and overall expen¬ 
diture reduction would all radically alter it 
in favour of the potir in the long run: if some 
people doubt that it stymies growth, then 
add a prefix ‘growth-oriented* to the word 
to make them feel happy as if growth falls 
from contractionary policies like manna 
from heaven. With all this, adjustment has 
not dropped its pristine purity, when it 
comes to actual policy implementation, that 
is, all round reduction in output and 
employment. 

It is therefore refreshing to come across 
this monograph edited by the distinguished 
group of economists, Cornia, Jolly and 
Stewart, which redefines the term adjust¬ 
ment in a broader perspective and endows 
it with human concerns. They start with the 
statement that “.. .to recognise that adjust¬ 
ment is necessary for dealing with severe 
economic imbalances in an economy is not 
the same as accepting that all adjustment 
policies are or have been equally adequate 
for ensuring adjustment to a more growth- 
oriented pattern of development in which the 
human needs of the vulnerable will be pro¬ 
tected in the short as well as the medium to 
long term. Clearly, many past adjustment 
policies have been inadequate in these 
respects. there is now a recognised need 
for a broader approach to adjustment’* 
(p 5). They have coined a phrase ‘adjustment 
with a human face* which signifies an em¬ 
phasis on alleviation of the misery of the 
poor segment of the society which normal¬ 
ly bears the main brunt of adjustment 
policies of IMF or IBRD vintage. The 


authors do not denigrate the conventional 
troika of adjustment policies—demand 
management, supply-side policies and com¬ 
prehensive institutional reform. A point of 
departure from these macro policies is their 
belief that the meso implications do not 
follow automatically from the macro 
policies. By meso policies, they mean policies 
which are designed to help “fulfil priority 
in meeting the needs of vulnerable groups 
and promoting economic growth in the con¬ 
text of limited resources**, Tfie meso policies 
which have to form the integral part of any 
adjustment policies also work through the 
demand-supply relatioruihip. “As with macro 
policies, meso policies also affect demand 
and supply policies**—in this ca.se “demand 
and supply for pi lority resource uses in both 
the private and the public sectors. Institu¬ 
tional reform also has a role—in particular 
reform in instil utional structures to facilitate 
measures to improve the position of the 
vulnerable, including the development and 
guidance of community initiatives, and more 
generally, increased participation, especial¬ 
ly of women, which is essential to raising in¬ 
comes and improving services for the 
vulnerable’’ (p 135). 

In order that the adjustment policies 
should have a human dimension, two 
preconditions are required to be met. For one 
thing, the macroeconomic policies and indi¬ 
cators should allow for the expenditure, 
direct as well av indirect, on the poorest seg¬ 
ment of the populace to be included in the 
performance criteria. Furthermore, the 
government expenditures on retraining of the 
workers, though out of employment as a 
result of demand restraint, will have to be 
classified as essential growth-promoting 
expenditures. This may involve even more 
foreign financing than under the prevailing 
type of adjustment policies. For another, 
monitoring of adjustment process has to be 
broadened to cover indicators for measuring 
living sumdard.s, health and nutrition of the 
vulnerable. These indicators, to be meaning¬ 
ful and useful, should be made available as 
expeditiously as the monetary indicators 
often used under the current adjustment 
policies. This requires a whole gamut of 
mea.sures directed towards setting up a full 
statistical infrastructure which will permit 
gathering timely information relating to the 
life patterns of the poorest population. It is 
clear that li the adjustment policies arc to 
be restructured in this way, there will have 
to be a far closer collaboration between the 
international lending agencies and the na¬ 
tional governments than prevails at present. 


Admittedly, this is a book 'with h visioA 
and compassion and helps to expose the 
hollowness of many shibboleths concernitif 
adjustment policie.s. Though the main 
arguments in the book provide a corrective, 
to what passes as a commonly held view on 
adjustment, the authors ignore the funda¬ 
mental contradictions in the stale as an 
instrument of change in the developing 
world. Most of the nostrums which are sug¬ 
gested presume that the state in these coun¬ 
tries would be too willing to initiate 
economic adjustment programmes which 
will target at the removal of misery of the 
poor. The very assumption of a benevolent, 
do-gooder state is a myth. The question to 
ask IS why the poor and the vulnerable suffer 
in the first place in these countries. The 
discipline of deflationary accommodation 
is imposed by the donor countries only when 
the countries land themselves into economic 
doldrums. The whole thrust and the bias of 
the policies of t he state are towards the urban 
elite, the landholders and the fat cats in the 
manufacturing sector. And this is natural in 
an environment where the main agents of 
change are the bureaucrats, who arc always 
beholden to the main power centres. Thus 
if the poor suffer in normal circumstances, 
how can the authors expect the same 
degenerate and corrupt state and its agents 
to change direction of their policies because 
some benevolent donor has come up with 
an adjustment programme with a human 
face? Funds allocated are allotted to those 
whose thundering voices pierce the eardrums 
of the authorities, leaving only paper alloca¬ 
tion for the poor. One has only to see what 
has happened to the myriad poverty allevia¬ 
tion programmes in developing countries in¬ 
cluding India over the last tew development 
decades. 

When thus the state itself does not repre¬ 
sent the iiilercsis of the poor, the cost of ad¬ 
justment, whatever il is, will fall, as always, 
on those who have no voice in policy-making 
decisions of the state. And voiceless people 
are generally the poor who have no capaci¬ 
ty to bear the cost of adjustment. This is not 
a question ot economic rationality and one 
must go beyond into the political, social and 
psychological colouration of the modem 
nation state. Unless the state is subjected.10 
the pressure of those whose welfare is at 
stake, no amount of fiddling of words or 
coining of phrases would relieve the poor of 
their agony. 

It IS in this context, the suggestion of the 
authors to formulate new social indicators 
has to be evaluated. The authors, despite the 
softness of their hearts, sound most quixotic 
on the issue and perhaps betray a lack of 
understanding of how the conventional 
adjustment policies are implemented. They 
have given a long list of data required for 
constructing such indicators. This includes, 
among others, prime indicators of health 
and nutritional status, indicators of educa¬ 
tional status and child welfare status. For 
these indicators, the statistical information 
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WkSi'it )t:«>o{|i|^y'.K^ 
H to be readily forthcoming in 
>iiig countries. The indicators, even 
aing that they can be constructed, will 
: available even with a time lag of a 
years. The authors seem to he totally 
iyious oi the fact that a targe numbci of 
Sping countries have not been able to 
available in time (say with a few 
nths’ lag time) indicators such as balance 
a,,^s,)ayments figures, inflow ot foreign funds, 
^iwoe key fiscal variables India, which Is 
|)|)UgA 0 us for its first-iatc statisticians and the 
p^isUcal outfit, publishes its balance ot 
ilggyments figures with a time lag of one to 
»^l|l|iii> years, not to speak a perennial conflici 
|/||MMCcn the trade data and the Reserve Bank 
j'lidMa. If this is the state of affairs in India, 
can other developing countries which 
neither statistics nor statisticians to 
pfoduce these sophisticated indicators? To 


eep^ these eowtt;mt 
tmg new indicators based on disaggregated 
infoimation related to human conditions for 
raciiitatiiiii adjustment with a human face 
is to ask lor a moon. 

The failure of the authors to recognise the 
nai'iie of the stale in developing countries 
IS !n'.tiched by their naise taiih in the existing 
int-.-inational monetary system. 1'he authors 
have glibly staled that they have discussed 
the new dimensions ot adjasiment policies 
within the prevailing international monctai y 
system on the specious ground that issues 
pertaining to them are being debated in other 
loruins. However, to discuss adjustment 
policies without retercnce to what changes 
are ncce.ssary in the monetary system is in 
offer hostages to fortune. The pursuit of 
effective, equitable and humane adjuwmeiit 
policies is simply not possible in today's 
world unless the rules of the game arc 


under wludt the inliiiitriai cotairlea' cm 
distend the rules of (he game while expec¬ 
ting only the developing countries to dbia^ 
them .strictly has to be discarded. This is 
because the developing countries, in today’s 
world with unified and integrated money 
and capital markets, cannot adjust and 
succeed without the industrial countries 
doing it simultaneously. The latter has 
become a very difficult problem as economic 
co-operation among the industrial countries, 
being very fragile and faint-hearted, has 
interfered with the adjustment process in 
developing countries. The old rules of the 
game are no longer valid and are in need of 
replacement, which can happen only with 
a new international monetary system. 
Adju.stmcm will always remain a weak reed 
to lean on until then, whether or not you 
call it adjustment with a human face. 
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State, Nation and Ethnicity 

Experience of Third World Countries 

I) L ShHh 

■ ^ 

If third world countries are to cope wnh inier'ial problems of political and cultural fragmentation, with ^03. 
forces of modernisation and, externally, with the emerging process oj i/ansnatianalisation, they will hi ve tof1^%^ 
an alternative mode of governance for themselves which is aligned with their own histories and contemponmy^^, 
needs of change. While they cannot wish awav either the forces of modernisation or the reality of a world consisting, v'. 
of nation-states, they also need not remain wedded to the text-hook model of the nation-state given to tkettK^i} 
Several modifications and improvements on this mode! are possible and indeed necessary. Such modifications ‘ 
are already being undertaken by the old, established natton-states, albeit in the light of their own experience and'- 
purposes. The new .states can ignore these developnicnts only at their peril. . 


FOR any discussion on the state and the 
nation the terms of discourse are so fit ml'- 
set, it is difficult to join the discussion if one 
does not sbar'* a particular version of i heir 
origins, development and univcrsalisaiion. 
The discourse is structured by a version of 
history which works backwards and traces 
the process of development of the nation¬ 
states to their origin in 15th centurv I-urope. 
Working backwards from the end-product 
of» contemporary entities called western 
nation-states, it establishes a linear path for 
their historical development. Thus, the pro¬ 
cess is viewed as historically temporal for the 
west but theoretically universal for the 
nation-states in the rest of the world. In this 
scheme of viewing the world consisting of 
the west and the others, the 'late-comer' 
nation-states have only .spatial, and not 
temporal, existence. They cannot have 
history, but arc assured a future onlv if :he> 
forget about their own p.a.st and link up with 
History (with a capital ‘H'l which is supplied 
to them readymade by the theory of 
sovereignty, state and nationhood. 

TVacing the phenomena backwards may 
be a valid historical method, but as 
legitimiser of theory, it universalises a pai- 
ticular experience, the western, for the others 
who cannot have that experience. Yet they 
are expected to behave in today’s inter¬ 
national order as if they had it! The method 
also legitimises the role of the old, establish¬ 
ed nation-states in leading others, the late¬ 
comers, by the nose, into the world-system 
of nation-states which the old states had 
already esublished much before the new 
ones came on the scene. It so happens that 
this method is simple enough for the late¬ 
comers to unhesitatingly pick up and make 
their own and be led in the course and dinec- 
tion that it lays down for them. For good 
listeners and faithful followers there is a 
reward; membership of the iniernational 
order. For the difficult ones there is a punish¬ 
ment; to live as a people without a state or 
in a state which is not theirs. 

The received version of the story tells us 
that the nation-sutes originated some five 
hnadred years ago with the breakdown of 


she iinpcrul '•uic.s sv-tem in Huropc. .M'lcr 
a 'n.iic' oi iiiicrnccine wars loiighi lor ceil- 
iiirifs, the socio-political fragments of the 
iiiipenal st.iics found a new basis lor 
oiganisiiig the slates, • c. eihno-lingiiisiic and 
ethno religious groups called nations, in the 
pioces',, they csiahlished indeirendence from 
the ( hiirch. even .'is they soiignt to transform 
the inteinal socio economic orders within 
their newly ettiergcnt nattonal-socicites. So. 
the first k-iscm laughi is that a people should 
find us etluiieiiv which is equivalent to a 
nation If such equivalence is not possible 
because vnihin a tenitoriai enliiy there are 
other people, who discover then own 
elhnicilj' 111 ihe piocess. one should create 
an eihiiiic m;i|or:i\ wtiicii can wear the 
nianili' ot a nanon. If esen this is not pos¬ 
sible, tile piocess should be worked out till 
every elhtiK )'>oij[i has us own slate Bui, ihc 
story cannoi move loiwaid iiniil one finds 
some cqui'.alencc between eihtiiciiy and 
nationhi'oti (inlv then, the stale can find 
its basis, Us sulisianlialii) and become a 
naiion-siatv. i-oi the state is not for alt kinds 
o( people. II V. tor a nation. The state exists 
net merc'lv loi iiiaini.iining law and order, 
in the iV.iincttort, (il which the ethnic 
pluralities live ihcn ow n lives. It is a vehicle 
lor ethnic aspualions. an engine of econo 
mic growth and development foi an ethnical 
ly defined n.ition, Later on, there also 
developed anothei version of the story, the 
Marxist version, which held that the cla.ss 
and not cthniciiv lent substaiuiaiity to the 
nation-state Bin in either case, the state was 
considered hy and large an entity indepen¬ 
dent ol the society, which created its own 
class or ethnicity as a basis for its political 
support. As the story moves forward, we are 
old that ihese nation-stales derived their 
dynamism by enhancing their ‘national 
interest’ in •.ompetition and conflict with 
other such states in Europe. One important 
aspect ol this corapetition lay in subjugating 
or colonising people who had only the state 
but not a nation, or were people without any 
centralised state or political authority. 

L'niike the '.mperial states, the nation¬ 
states were bound to a territory comprising 


a nation. Their expansion was not fdP. 
territories per se or for expanding an em{m»rc- 
like rule; it was for subjugating people 
other territories for appropriating and exv,-' 
patriating the suiplus back to their ow^.': 
nation-states. Often this process was teSTv.'' 
pered hy humanistic rhetoric and the idol''/ 
of a grand world civilisation which the ; 
colonising states used as justification 
acquiring colonies. But by the mid-l94(litt 
when this mode of subjugation became 
uneconomic or impractical, they began to.; 
abandon direct rule over the territories 
sought to continue the system of suridttt 
extraction in another form. They had alreatib'' 
i-Mablished in 1944 an international order fK .' 
themselves at Breiton Woods. This madej|i,^ 
possible for the nation-states of the westlik 
co-operate with one another by retaildtli'.. 
their own sovereignty while estabiisidlig;; 
hegemony over the new ‘nation-states* thiIlT,; 
began to appear on (he world scene. ‘ (i 

UN1VI RSA1.ISI;I) MODEL ', ^ 

Now comes Ihc third part of the story. Thft ■ 
people living in the decolonised territorie*': 
were given a mode!, an ideal univerSaKMf j 
model of the nation-state, to follow. 'Udii '* 
•model was perfected by the old nation-snta^ - 
of r.urnpe thniugh wars, bloody nationidii^'’. 
icvolutions and colonisation. A model thejf. 
had developed at great cost to themsktiM^V'' 
was now held up to others as a cost-free . 
to follow. .-vj 

In such a transfer of political-technotomi; j 
the payment of royalties were indeed In¬ 
volved in the form of trade and securf^ ' 
agreements as between a patron and . 
client. And the royalties decreased in ptth. ' 
portion to the increasing capacity of the 
decolonised people to build their own 
nation-states. But, under this order, the non- 
users of this political technology were put 
at a great disadvantage; they were denied any." 
political identity. No identity other than that - 
of a 'nation-state* was recognised in 
international order. It is another matter dnt, 
many users have paid and are still paying the 
costs but are not able to use this MW 


.. -Miirch .I*??? 




^tf^itical-teehnology to any advantage for 
own people. 

> ' Thus to cut the long story short, we the 
people of the world also became members 
of the United Nations, but in reality, the 

;; membership is mediated by the nation-states. 

The harder reality is that for many third 
i' world countries the membership is per- 
' petually held by the ruling elites on behalf 
of the states which lack legitimacy within 
- their societies. Nonetheless, elites of these 
countries play the legal and decisional roles 

> as official representatives in the international 
order and act as sole arbitrators of the fate 
of their peoples. The very logic of super¬ 
imposing a nation-state on ethnically plural 
societies is undermining the legitimacy of the 

' state in many third world countries. After 
nearly half-a-ccntury of ‘participation’ by 
their elites in the international order, the 
people have become disillusioned about the 
role of their elite and do not see any role for 
themselves as citizens of the svorld. They 
usually do not support the state that their 
elite represent. For them the nation is the 
smile of the Cheshire cat; but the cat is not 
there. 

In this paper I propose to discuss ex¬ 
perience of those new nation-states of the 
third world countries which swallowed the 
line handed out to them but in the process 
are facing an acute problem of legitimacy 
in the face of ethnic conflicts within their 
societies. In the course of this narration I 
shall try to show which parts of the story 
(read history and theory) went wrong for 
them and why, and which parts went right. 
What lesson they have to unlearn and which 
new lessons to learn. If the new nation-states 
now find it difficult to proceed along any 
further with the model, is it possible for 
them to create their own? 

Let me >ay right away that the story of 
the nation-state was quite enticing for the 
decolonised and peripheral populations in 
the non-western world. And they could only 
take, not reject the model. The model offered 
them a state for their na.sccni nationalism, 
an idea they had already imbibed during 
their struggle for independence. The state in 
this model promised not only internal order 
but also rapid economic growth and 
development for all the people within its ter¬ 
ritorial boundaries. More, it promised 
political coherence for ethnically divided 
■ societies, but only if they could succeed in 
transcending traditional group loyalties in 
favour of an abstract sense of community, 
called nation. The acceptance of this 
promise was made easy not only by that 
version of history which was handed down 
to them but more so by the theory which 
held, a la the Deutschian concept of social 
mobilisation, that once they set themselves 
on the course of state- and nation-building, 
a process of homogenisation would take over 
and dissolve the conflicting ethmc pluralities 
in the solvent called modernisation.' That, 
needless to say was another, more universal, 
. name for the old concept of westernisation. 


Now is the time to look back upon the ex¬ 
perience of about half a century and see 
where the received history and theory have 
led the societies of the third world in their 
pursuit of building a modern nation-state. 
In doing this, I shall refer only generally to 
the experience of the third world countries, 
but I will particularly focus on the special 
problematic of the rising ethnic conflicts in 
the south Asian societies with which I am 
more familiar. I shall do so also because 
while the third world societies share a com¬ 
mon predicament vis-a-vis societies of the 
first and the second worlds they vary signi¬ 
ficantly among themselves with respect to 
their historical experiences, the civilisational 
contexts within which these societies are 
located and the forms of political systems 
they work with. All these variations lend dif¬ 
ferent specificities to their problem of 
becoming nation-states in the modern world. 

INTEURATION ANt) FRAGMtNlAI ION 

In today’s world, there are two divergent 
forces at work, both causing, by and large, 
adverse consequences for third world 
societies in their effort to build the modern 
nation-state. These are the forces of inte¬ 
gration and fragmentation. On the one 
hand, there are forces driving the countries 
of the third world to ‘integrate’ into the 
already established system of world economy 
and culture in which they can participate, 
but on unequal terms. On the other hand, 
these very forces of integration operate or 
the third world countries in a way that poses 
a challenge to the existence of these coun¬ 
tries as sovereign nation-states and to theii 
capabilities for wielding state power with 
(hat degree of autonomy which is required 
for economic development. And, indeed, 
insofar as these countries devote theni.selves 
to the enterprise of building a nation-state 
for themselves, sovereignty and decisional 
autonomy fur economic development must 
remain the crucial elements in their existence. 
But these crucial requirements run counter 
to those of the established international 
order. Thus, the integration of third world 
countries into the world system can only be 
achieved through eroding their sovereignty 
and, as I will presently show, by inducing 
fragmentation in their societies, their 
economies and polities, and in their civilisa- 
tional and real-life orders. The roots of such 
fragmentation, I shall try to show, howsoever 
briefly and sketchily, lie in the historical 
process that gave rise to socio-political 
entities called nation-states between the 15th 
and the 17th centuries in Europe They also 
lie in a particular form of theorisation of 
this process in western historiography and 
later tn the comparative theory of Develop¬ 
ment and Politics. 

This particular version of history and 
theory, as it was received by the elites of the 
third world, was made into an article of faith. 
The result was that they produced in their 
societies poor imitations of the European 


nation-state, at a much later stage in i^ory!. 
It is another matter that the-old established 
nation-states of the west are now busy re¬ 
considering the concepts of sovereignty and 
autonomy and arc proceeding to create a 
structure of international co-operation for 
themselves which may have far-reaching 
implications for the theory of state that they 
had once perfected. To put it sharply, they 
are in the process of discarding that theory. 
Meanwhile, the countries of the third world 
are clinging to the 19th century concept of 
the state in (he last decades of the twentieth 
century. In order to get out of this bind it 
is, in my view, necessary for them to re¬ 
examine the received theory and history and 
to devise such political arrangements for 
themselves as are in harmony with their own 
histones and are also appropriate for their 
participation in the modern world system. 

The WtsitKN Model 

The third world states, by and large, view 
the problem of ethnicity as a part of the 
larger problem of nation-building. Obvious¬ 
ly, the terms for defining the problem itseif 
are derived from a model based on the 
western experience of handling the problem 
of ethnicity. This is a model theoretically 
derived, from a certain interpretation of the 
western experience of building a modern 
nation-state. It seeks to reconcile the cen¬ 
trifugal forces of ethnicity with the idea of 
nationhood and, in the process, it assigns 
a central role to the state for building a 
nation. 

In the west the project of building the 
nation-state got legitimised in the context of 
the breakdown of the imperial states-system. 
The idea ot single nationhood coterminus 
with a society and superordinated by a cen- 
tialised state was a product of that process. 
The I^ace of Westphalia in 1648, in fact, put 
an end to several ambiguities in the status 
of the existing nation-states in Europe. It 
established the principle of territorial exis¬ 
tence for the emerging national societies in 
the face of conflicting, but overlapping 
‘religion and denominational identities of the 
peoples. It established organisational 
primacy of the state over religion. This 
prevented the religious affiliations of citizens 
of a nation-state from asserting primacy over 
their national identity. It also prevented 
religious from continuing to be a cause of 
conflict between any two or more states 
governed by the treaties. If further prevented 
the religious zealots of a nation-state from 
espousing the cause of a minority in another 
nation-state which professed the same 
religion. In any event, the state qua state was 
prevented from defining ‘national interest’ 
in non-secular terms. But this did not 
prevent a numerically, preponderant 
religious community within a nation-state 
from acquiring cultural dominance over the 
other religious or denominational minori¬ 
ties. The cultural symbolism of nationhood 
was often projected in terms of theeihaa and 
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But in no event ebul'd the dominant etihnic 
segment use coercion or violence directly or 
for that matter through the state in the 
process of establishing such dominance. 
Dominance was to be achieved through the 
subtle processes of politics and education, 
and communication.^ As Max Weber con¬ 
ceptualised it, only the state, and no other 
religious or cultural organisation, could use 
violence as a legitimate instrument for 
regulating the relationships between it.s indi- 
viduai members and groups. The decisional 
and autonomous centre of power in the 
society was thus located at one place, 
namely, the state.’ Whatever other centres 
that survived (e g, the Church) or that 
emerged later (e g. the firm and other 
economic organisations) derived their power 
and legitimacy from the state. Thus, having 
extricated religious identity, which had extra¬ 
territorial bases across the emergent, nation¬ 
state from national-identity, the state could 
address the tasks of unifying the national 
economy, establishing a common national 
market, participating in the international 
system of trade and commerce and extending 
equal citirenship rights to ail its members, 
irrespective of their religious or denomina¬ 
tional affiliations. Such a state was not 
merely the means of keeping political order 
within the national society, it was a carrier 
of the scientific and industrial revolutions 
undci way in Europe as well as the engine 
of economic growth and social progress. 
Implicit in this idea of relationship between 
the state and the nation was the concept of 
civil society. In its framework the ethnic 
minorities could exist as social categories 
which could pieserve their esoteric life-styles, 
their cuisines and their costumes. But they 
could not function as groups and com¬ 
munities which devised and lived by their 
own ideas and traditions of political rule and 
cultural organisations. 

In this conception of a civil .society the 
minorities were indeed protected. The state 
extended to them special rights such that 
their economic and political participation in 
the mainstream of national life was en¬ 
couraged and the impediments in the way 
of their exercising citizenship rights were 
removed. But such activities of the cultural 
or ethnic minorities which came in the way 
of the long-term project of the state, namely 
of homogenising ethnic and other pluralities 
into a nation were not tolerated. This project 
operated at two levels. At the visible level, 
and state sought to homogenise the ethnic 
pluralities into a civil society, through expan¬ 
sion of the market and extension of citizen¬ 
ship to them. At the second level, which was 
for long not so visible but is becoming 
visible now, the state sought to integrate the 
ethnic minorities into a national society 
characterised by the ethos and interests of 
the ethnic majority. Neither succeeded 
in resolving the contradiction between the 
dvil society and national society. It remained 
dormant for long, but it is now raising its 


head once again in the west. Untihe 
new sutes of the third world, however, the 
resurgence of ethnic identities in the western 
nation-states in being managed through 
building new structures of regional integra¬ 
tion on the one hand and by legitimising the 
idea of a national-economic consumer 
society in the place of civil or nationalist 
society on the other.^ These states, in effect, 
do not permit any political identity to its 
members other than that of a citizen or a 
consumer. 

The situation is quite different for the 
newer, and much weaker post-World War II 
nation-states. As the sorcerer’s apprentices, 
they are still in the thrall of the inexorable 
logic of the nation-state in which every 
ethnic entity aspires for itself the vehicle of 
a state. 

> must enter a caveat here. Not all non¬ 
western states face the problem of ethnic 
groups seeking separate states. The non- 
western nation-states of today which are 
more or less new incarnations of an erstwhile 
empire (e g. China) or older states whose 
regimes remained confined to limited ter¬ 
ritorial zones (e g, Thailand) or those who 
did not have any direct experience of being 
colonised (e g, Japan), do not face the pro¬ 
blem of ethnicity so acutely. Most of them 
had solved or learnt to manage the ethnic 
problem before they transformed themselves 
into nation-states. Although China has what 
is called a ‘nationality problem’ it is of a 
quite different order from the one faced, for 
example, by Sri I.anka, Pakistan and India. 

Comparative political Development 
AND Nation-Building 

A lot of discussion in the SOs and 60s on 
state- and nation-building in the third world 
was premised on the theory of comparative 
development and comparative politics.’ 
Such new theorisation became especially 
necessary in the 50s as a result of several 
societies, of what is today called the third 
world, having acquired their own indepen¬ 
dent states. At independence, their status 
as nation-states meant little more than 
membership of the United Nations. In 
reality, they had yet to build, as was required 
by the theory, a truly sovereign state and a 
national society out of myriad linguistic, 
cultural and religious pluralities operating 
within their newly founded states. Mean¬ 
while, the old, established nation-states, 
mostly European, having freshly divested 
themselves of their colonies, but seasoned 
by the experience of the second world war, 
had worked out an international order for 
themselves. They wanted the newly emergent 
states to be integrated into the post-war inter¬ 
national order. The third world societies too 
aspired to become nation-states of the 
European kind. To meet these objectives, it 
became necessary to package the complex 
and differentiated history of the European 
experience of building nation-states in 
simple formulations and checklists which 
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the new «taies coold foHow as a guide to tIkSr 
future. The theoretical package offend* 
sought to transform the historical evolutkm 
of the nation-sutes into a cross-sectional 
view. All nation-states of the world, inespec- 
tive of their own specific histories and needs 
of change internal to their societies, were 
now reduced to a single type. The theorists 
then proceeded to compare and contrast 
them on that basis. The comparisons yielded 
an ideal-typical model for emulation by the 
third world societies. It was the model of a 
territorial national society with a sovereign 
state which competed externally with oUier 
similar entities and establishec internally a 
cohesive political order which derived its 
legitimacy and stability from the national 
society that was generally defined in ethnic 
majority terms. 

Political cohesion required a mobilisa- 
tional approach; a cohesion achieved 
through other means was not good enough 
for the nation-state. Yet, political cohesion 
could not be a goal in itself. It had to be 
for gaining everjnore political and economic 
power externalfy in the anarchic world of 
nation-states and internally for generating 
economic growth and development, even 
‘social progress’. Thus, the creation of a 
national society through political and social 
mobilisation became the centre-piece of the 
model of stale- and nation-building in the 
third world. 

Mobilisation, according to the theory, was 
meant to prepare and push the people into 
new activities made available by the forces 
of modernisation. But given the history and 
the plural ethnic composition of many third 
world societies, mobilisation could procetxi 
only along the existing lines of ethnicity 
within these .societies. So nationalism found 
an easy ba.se in majority ethnicism. The 
other ethnic communities in the society 
simply became ‘minorities’ without any 
claim in the national enterprise unless they 
could assert themselves politically. For tlM 
first time in the history of these societies, 
ethnic distinctions began to be perceived in 
terms of political antagonism by the respec¬ 
tive ethnic groups. Inevitably, politicisation 
of all possible manner of ethno-linguistic, 
ethno-religious and tribal groups followed* 
each competing with the other. But at 
another level, they worked against the state 
for achieving political autonomy for them¬ 
selves. At the extremes, they even sought an 
independent state for themselves. 

The task of nation-building thus became 
one of transforming a multi-ethnic society 
into a national society. It involved reorder¬ 
ing of old equations among the ethnic 
groups. The state, rather than addressing 
itself to the creation of civil society (in which 
several social categories could participate in 
one political system), became laigely a 
mediator of ethnic political equations. 
Through a process of cajoling and coercing 
ethnic minorities, it sought to convert what 
was merely the political-cultural principle 
subscribed to by the ethnic majority into a 
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ALLOWANCES 
EXEMPT UNDER 
INCOME TAX 

Govt, of India, Ministry of . Finance, Central 
Board of Direct-taxes has issued two notifi- 
catlo'ns exempting certain allowances from 
Income Tax, under clause (14) of Section 10 ot 
the Income tax Act, 1961;- 



Under Notification No.S.O. 143 (E) Dated 21st February, 1969: 

1 Any ailowance granted to meet cost of travel on tour or on transfer; this 
includes any sum paid for packing and transportation of personal effects on 
transfer. 

2. Any allowance to meet the ordinary daily charges on tour or for the period 
of journey on transfer. 

Under Notification No.S.O.144 (E) dated 21st February. 1989: 


S. Nature of Allowance 

No. 

1 Composite Hill Compen¬ 
satory Allowance. 

2 Any Special Compensatory 
Allowance in the nature of 
border area allowance or 
remote area allowance or 
difficult area allowance or 
disturbed area allowance. 


3. Tribal Area Allowance. 


Any allowance granted to 
an employee working in any 
transport system to meet 
his personal expenditure 
during his duty performed 
in the course of running of 
such transport from one 
place to another place. 
Children Educational 
Allowance. 


6. Any allowance granted to 
an employee to meet the 
hostel expenditure on 
his child. 


Place 

All places located at a height 
of 1000 metres or more above 
the sea level. 

The places have been cater 
gorised into four groups viz. 
(A), (B), (C), & (D) as mentioned 
in the notification. (These 
places are mainly in Andaman 
& Nicobar. Lakshadweep, 
Himachal Pradesh. Mizoram, 

J & K, U P., Nagaland, Sikkim, 
Tripura & Manipur) 

Madhya Pradesh. Tamil Nadu, 
Uttar Pradesh, Karnataka, 
Tripura, Assam, West Bengal, 
Bihar, Orissa 
Whole of India 


Whole of India 


Whole of India 


Maximum 

amount 

Rs. 150/- 
per month 

(A) Rs. 650/- 
per month. 

(B) Rs. 525/- 
per month 

(C) Rs 375/- 
per month. 

(D) Rs 100/- 
per month. 

Rs 100/- 
per month. 


70% of such 
allowance 
upto a 
maximum of 
Rs 1000/- 
per month. 


Rs. 50/- per 
month per 
child upto a 
maximum of 
two children. 
Rs. 150/- per 
month per 
child upto a 
maximum of 
two children. 



INCOME TAX DEPARTMENT 

Directorate of Income-Tax 
(FtSP & Public Relations) 

New Delhi. dtvpgg/87g 
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I «> It whole 

The ruling elites of many third world 
states quidcly discovered that a common 
nationlKxxl and citizenship involved a messy 
process of continuous negotiations among 
interest groups and could not produce rapid 
economic growth. But they also saw that a 
stagnant or slowly growing economy led to 
ethnic and other political dissensions within 
their societies threatening the stability of 
their regimes. They, therefore, began increas¬ 
ingly to rely on authoritarian, even dicta¬ 
torial solutions to the problem of economic 
growth and ‘development*. By locating the 
state above and away from the society, they 
invented a new type of statism which was 
quite different from the centrali.scd .states of 
the west and different even from the socialist 
states. It had a pronounced clannish, 
military-dictatorial character. Such states 
could quickly integrate into the international 
order but they just as quickly destroyed the 
civil order in their societies. 

Some among the third world societies per¬ 
sisted with political democracy and expan¬ 
sion of citizenship as means of building a 
national society. But they have also not done 
significantly better. Operating a democratic 
system with a weak state, they now find 
themselves in a vicious circle: lowei growth 
ra^ and higher incidence of ethnic con¬ 
flicts, both feeding on each other, and both 
together eroding the legitimacy of the state 
from within. They persist with the notion of 
decisional autonomy for themselves in the 
international order, but that order denies 
them full beneHts of participation whici 
should accrue to them. At the same time, 
their claimed autonomy offers no immunity 
against the negative consequences of an inte¬ 
grating world economy; they get into enlarg¬ 
ing debt-traps, deplete the resource bases of 
their poor by exporting primary product.s, 
become vulnerable to environmental pol¬ 
lution by hosting dirty industries and suffer 
depressMl growth rates when western econo¬ 
mies go down. This being the case, sove¬ 
reignty has lost much of its meaning for the 
third world states. It is true that in the fast 
shrinking world of today the sovereignty of 
even the old, established nation-states is also 
getting eroded. But the difference is that, for 
the third world states, it is being lost even 
before it is acquired. The established states 
are diluting their sovereignty voluntarily in 
the larger interest of their peoples. The dif¬ 
ference is of one between deprivation and 
satiation, between deficiency and saturation. 

In any event, the third world countries, in 
their effort to build a modern nation-state 
•for themselves, on the basis of received 
history and theory seem to be on the way 
to losing both the worlds, their statehood 
and their nationhood, even before they had 
acquired them. 

The whole grand theory now stands 
academically discredited. But the rulers of 
the third world states continue to view the 
process of state- and nation-building in 
linear tmns. They actively collaborate with 


themaiaagen of theintenuitioMl order for 
the integration of their countries into the 
world system. They know that this process 
is leading to the fragmentation of their 
societies, and they still persist with the 
received model. This is so because it is for 
them the surest way of staying in power, even 
while their regimes are losing legitimacy 
from the people. The international order j$ 
not concerned with the domestic legitimacy 
of a state. All it requites for its expansion 
and integration ate juridical actors called 
nation-states with or without legitimate 
political systems. 

The nation-state theory sanctions the 
dissociation of the state from any particular 
kind of political system. Nation-states can 
have political systems ranging from the 
monarchic to the dictatorial, from the 
welfarist to the socialist. The dominant inter¬ 
national order accepts such a theory and is 
concerned only about the juridical status of 
new states when it seeks to integrate them. 
It does not care whether they enjoy legiti¬ 
macy from their peoples. The order requires 
that the new state.s occupy assigned places 
and play the roles assigned to them. 

Soum ASIAN SocitriES 

Let me now focus on the particular 
experience of South Asian societies. In their 
pursuit of finding an equivalence between 
ethnicity and nationhood and in the hope 
that they can find a cultural basis to their 
newly founded states after independence, 
these .societies have launched an endless and 
turbulent process of ethnic strife. In the 
process their project of becoming a modern 
nation-state has gone awry. Moreover, the 
logic of nation-states, working in favour of 
ethnicities striving to find a vehicle; i e, state, 
for fuimiing their ethnic aspirations further 
exacerbates ethnic conflicts. The search for 
an ethnicity as a basis for the state, in a 
civilisationiu society containing all kinds of 
pluralities, has proved to be like peeling an 
onion. In the past, the ethnicities were 
embedded in a civilisational order. They were 
governed not in a paradigm of the state but 
of social governance They have now become 
politicised and have got detached from the 
wider civilisational base within which they 
grew and found meaning. In the process of 
sute-induced change, they have cea.sed to be 
culturally stable and politically viable 
entities. 

Let me elaborate this point with reference 
to the three south Asian sutes: Pakistan, 
Sri Lanka and India. The state of Pakistan 
came into being after a prolonged inter- 
religious conflict between the Hindus and 
the Muslims during British rule; culmiiuting 
in bloody and large-scale communal riots. 
Almost overnight it became necessary to 
create two nation-states, Pakistan and Iridia. 
The tremendous human costs involved in 
this division, it was then believed, would be 
compensated by the political coherence these 
nation-states would achieve through the 


newly found ethno-ieligious bases of die 
states. Pakistan went further and gave a 
juridical legitimacy of itself as an Istamk 
state. The religion of a people was taken at 
constituting the sole determinant of their 
nationhood. The creators of Pakistan hoped 
that such religious nationalist sentiment 
would override all other types of ethnic divi¬ 
sions in their newly established state. This 
belief was so strong that even the idea that 
a nation-state should have its population 
living in a common, contiguous territory was 
subordinated to the idea of religious 
nationalism. The result was a bizarre 
geography: the largest ethno-linguistic group 
in Pakistan was physically separated from 
the political centre of the state; by more than 
a thousand miles of Indian territory between 
the two halves. Except for a shared religious 
identity, they were divided on all other 
counts: ethnicity, language, food and 
geography I'hc one .shared identity, reli¬ 
gious nationalism, soon began to yield 
to another principle of nationalism: the 
assertion of ethno-linguistic identity of the 
Bengalis in Pakistan, a process which 
culminated in the creation of the new nation¬ 
state of Bangladesh. Naturally, it qualifled 
for membership of United Nations. Its 
nationhood was now defined not in religious 
nationalist terms but in ethno-linguistic 
terms. But the process did not stop there.. 
The aspirations of the other ethno-linguistic 
groups, living by and large in compact ter¬ 
ritories, were activated even within the 
centrally ruled and territorially contiguous 
nation state of Pakistan. The story is still 
unfolding. Whether these territorially based 
ethnic-groups will establish their own 
nation-states still remains to be seen. If and 
when they do so, yet another principle of 
ethnicity, say the clw or the tribe or religious 
.sect may be advanced for defining nation¬ 
hood. Ethnicity has now ceased to be a 
si.'ibic ciiluiral entity in our societies. So its 
search for a state for itself has become like 
rummaging a bottomless pit. But this search, 
however futile, will continue; it is promoted 
and sustained by the inexorable logic of the 
‘nation-state’ created on the basis of ethnic 
nationalism. 

Bengali ethnic nationalism, too, once 
having achieved its own ‘nation-state*, i e, 
Bangladesh, now finds that Bengali ethno- 
linguistic identity simply does not provide 
a solid enough basis for nationhood nor can 
one derive a governing principle from it. The 
Bengali cultural-linguistic identity could not 
fully accommodate the ethnic aspirations, 
even survival of the Hindu Bengali and the 
Buddhist Chakma minorities. So, the state 
of Bangladesh, having rejected religious 
nationalism in favour of ethno-linguistic 
nationalism, is once again reclaiming its 
religious identity. But there is a difference. 
The state has now adopted the principle of 
religious majority for defining the nation¬ 
hood of its people and has lately declared 
itself as an Islamic state But the problem 
still remains unresolved; what to do with the 
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'iiiKidled Bihui MuUnu (or tiK non-Beniiali 
'Mutiiint)? 

The original nation sute of Islamic 
Pakistan resolutely does not want them 
back, and Bangladesh cannot accommodate 
fhem within its own Islamic state: The moral 
of the story is that a religious identity cannot 
override or subsume within it a politicised 
ethno-linguistic identity nor can ethno- 
ttnguistic identity override religious identity. 
The nation-state trying to find its foothold 
in one: loses it in the othei; it cannot stand 
on two ethnic feet. 

The case of Sri Lanka illustrates even 
more acutely the problem of cultural stabi¬ 
lity and political viability of politicised 
ethnicities. Sri Lanka’s problems started 
when the democratic state began, obviously 
for reasons ol economic growth and 
development, to mobili.se majority Sinhala 
ethnicity as a means of establishing an 
equivalence bet ween the state and the nation. 
In doing so. it disturbed the old equations 
between the ethnic communities. Now the 
Sri Lankan Thmils began to demand their 
own eelam, an autonomous political 
arrangement for themselves. The outcome 
svas a civil war which still goes on. In future, 
even if a separate psolitical arrangement for 
liiffiils becomes possible, there will be a 
substantial number of the Sinhala ‘minority’ 
living in the Bimil-dominated areas and of 
the lltmil ‘minority’ living in the Sinhala- 
dominated areas. The question of ethnicity 
would still remain alive. Entities, separated 
polilically on the basis of ethno-religious- 
linguistic differences just cannot accom¬ 
modate minorities in their sovereign 
domains. 


Indian Case 

The case of India is moic complex. It il¬ 
lustrates vividlv whal happens to a st)ciet> of 
civilisational proportions trying to work 
with the concept of the nation-state. As is 
well known, the newly independent Indian 
state was a creation of the big ethno-religious 
divide in the subcontinent. In the circum¬ 
stances it would have been considered logical 
if India had founded the new state on the 
basis of an ethnically defined nationhood. 
But logic was running parallel to history, and 
history won the race; so much so that the 
ethno-religious option was not even seriously 
considered. India had a massive majority of 
more than 80 t>er cent Hindus, but it also 
had a substantial minority of Muslims (10 
per cent). Some of them migrated and a few 
were even pushed out to Pakistan. But most 
stayed back where their homes were. India 
also contained many other groups consti¬ 
tuting a complex web of ethnicity in terms 
of religions, languages, regions and tribes, 
as also castes and sects. Their cultural boun¬ 
daries spilled over into each other. For 
centuries they were interconnected by webs 
of a civilisational order and only partially 
and intermittently through the political 
order. Such a bewilderingly complex society 
could not establish a state based on religious 


' ■\,T' 

or any dthtf pila^tde of cthfwt^ ii'fta' 
event it did not. But. at the same time it did 
not devise for itself, which it probably could 
have done; a prolitical arrangement other 
than that of a nation-state. It chose to 
become a ‘secular’ nation-state But this 
avowedly secular, i e non-ethnic, state has 
not been able to contain the forces of 
ethnicity which are endemic to the idea of 
the nation-state 

The makers of the new Indian state were 
probably aware of the dilemma of building 
a nation-sute in a plural society. The Con¬ 
stituent Assembly of India, explicitly 
rejected religion or language or any other 
ethnic criterion for creating a political 
majority which would ensure the stability 
and legitimacy of the new state The policies 
of the Indian state sought continuity of 
political forces generated by the indepen¬ 
dence moxement and of structures and insti¬ 
tutions built by the colonial regime. India's 
new rulers viewed creation of a national 
society, the necessary concomitant of a 
modern state as the task of devising an 
overarching political arrangement for a 
people divided along the lines of religion, 
language and other ethnic attributes, lines 
which had become sharper during the 
colonial regime This arrangement was con¬ 
ceived in the form of a non-unitary state 
called the Indian Union constituting several 
provincial stales organised on the principle 
of quasi-federalism. 

But, within five years of adoption of the 
new Constitution, the provincial states had 
to be reorganised into language-based states 
to accommodate the growing ethnic aspira¬ 
tions of major linguistic groups, leaving by 
and large within identifiable territories. 
This process is yet not complete; sevctal 
other significantly large ethno-linguistic 
and religious groups are demanding 
separate provincial status lor themselves. 
But a few groups have been demanding 
more; they want a sovereign indeptendent 
nation-state for themselves outside the 
Indian Union. I shall return to this problem 
a bit later. 

In rejecting the ethnic principle of nation¬ 
hood the Indian state sought to base its 
legitimacy on political ideas, all new to the 
Indian society, of secularism, egalitarianism, 
and political equality. This was to be 
achieved by extending equal citizenship 
rights to all through universal franchise. The 
Constitution ensured that the state shall not 
discriminate among citizens on the grounds 
of religious affiliation, ethnicity, race, caste, 
creed or gender. Having emerg^ fresh from 
the experience of the independence move¬ 
ment, it sought to develop a new ethos for 
the national life of its people. National inte¬ 
gration and democratic participation 
became the watchwords for policies in the 
first two decades after independence, 
economic growth and develoinnent occupsy- 
ing a relatively lower priority. Thus, instead 
of basing its legitimacy on the fragmented 
structure of ethnicity or on the tempting idea 
of creating a Hindu px>litical majority, India 


comhant srith a dvil sodety. BvnMnnily, It 


too yielded to the ethnic pniUs and pieuuies 
of electoral politics. Pa^oxically, it was 
precisely through electoral politics that it had 
hoped to build a national pwlitical com¬ 
munity that would gradually undermine the 
ethnic divisions in the sodetyt 


Centrifugal Ethnic Pulls 

As it now seems after forty years of 
indepiendence; this project of the Indian 
state, has gone awry. The attempt to build 
a nation-state by providing an overarching 
political framework for cultural pluralities 
now stands upside down. The state, in 
respionse to growing ethnic and other 
pressures, has become more and more cen¬ 
tralised and coercive: its federal character has 
been considerably diluted and democratic 
instiiuiions Iravc boon ematculatcd. The 
project of transforming ethnic identities into 
a national identity of citirens is now subject 
to centrifugal ethnic pulls in the society. In 
the process, majority cthnicism is beginning 
increasingly to be seen by the state and some 
sections of the elite as prwiding a new, and 
in their view a stable basis for nationalism; 
as a result, the ethnic minorities feel ever 
more insecure.* Some of them are now 
demanding an autonomous political 
arrangement for themselves. A few demand 
total independence. 

A nation-state cannot survive for long as 
a mere political arrangement, a holding 
operation for managing ethnic pluralities. 
Sooner or later, it has to give primacy to 
economic development over considerations 
of maintaining ethnic harmony. But this 
agenda disturbs the pmlitical equations 
among ethnic groups. The economic dis¬ 
parities that grow inevitably in the process 
of development begin to be seen, and in tact 
do take place, along ethnic lines. In any 
event, the cultural bases of ethnicity get 
eroded in the process of development and 
the ethnic groups begin to assume political 
identities to seek redressal. Thus, ethnic 
claims get rooted in secular economic in¬ 
terest, usually for a share in the expranding 
or not so expanding national cake. The im- 
prortant pwint is that these interests are 
articulat^ in the language of ethnicity: it 
becomes a demand for psolitical autonomy 
or a sepiarate state for fulfilling ethnic aspira¬ 
tions as well as the developmental asptira- 
tions of the ethnic groups involved. For the 
politicised ethnicities both these demands 
are inseptarably linked, although the rhetoric 
they use may be more pronouncedly triigious 
or cultural, than economic 

At least this is what seems to be happierang 
in India today. In the process of development, 
some ‘minorities’ have done better than the 
‘rngjority’. Those who have done well feel 
that they could do much better if only their 
future was not tied with others in the struc¬ 
ture of a single state Those who feel, 
deprived also seek the same solution: to have 
thdr own state so that, once free of their 
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minority pursuits as detrimental to the 
national interest. So, it seeks to impose new 
equations vis-a-vis the minorities by 
establishing political and cultural domina¬ 
tion over them.^ 

I do not mean to suggest an economic 
explanation for ail ethnic conflicts." What 
I am analysing is a peculiar dilemma that 
an ethnically-plural new nation-state faces 
in the process of economic development. 
Economic development remains tardy if the 
state policy is to maintain ethnic harmony. 
But even this choice is not infinitely 
available, because ethnic aspirations usually 
have an economic content. On the other 
hand, when programmes of economic 
development are pushed by the state 
operating under the constraints of the inter¬ 
national order, they exacerbate conflicts 
among the ethnic groups. In either case, the 
state remains vulnerable to the conflicting 
tendencies of ethnicisation of politics and 
politicisation of development. 

The challenge the Indian state is lacing 
today is how to achieve an equivalence bet¬ 
ween the state and the national society 
within the democratic framework. Without 
reconstructing the state on the basis of 
genuine federalism and decentralisation, 
ethnic contentions will continue to erode the 
legitimacy of the nation-state as a represen¬ 
tative of its people, as well as its capability 
for inducing economic growth and develop¬ 
ment. The knee-jerk response of the ruling 
elites which is of greater centralisation of 
state power, will certainly not solve the ethnic 
problem. Actually, such a response will 
further undermine human rights and civil 
liberties, not only of the ethnic minorities, 
but of the citizens as a whole. Such a centra¬ 
lised state will then have to increasingly 
depend for its legitimacy by associating itself 
with the manifest passions and interests of 
the ethnic majority and in the process 
assume an authoritarian form of gover¬ 
nance. When this happens the Indian experi¬ 
ment of building a nation-state in a plural 
civilisational society would conclusively be 
shown to have failed. 

The story is no different elsewhere in the 
third world. Even a country like Iran, which 
had the experience of managing a centralised 
imperial state for long, is finding it difficult 
to handle its problem of ethnicity in the new 
context of being a nation-state. The Shah’s 
attempts to locate the source of legitimacy 
in the idea of.the old Persian state while 
devaluing its Islamic basis, all for creating 
the modern nation-state of Iran utterly 
failed. The Shah may have secured the 
loyalties of the several linguistic and tribal 
minorities (together they make up 4S per 
cent of the population), but the devaluation 
of Islam militated against the stability of his 
Iranian state’ A popular revolution sought 
to bring Islam back to the state. 

One would think ^atollah Khomeini’s 
religious-nationalist mobilisation would get 
consolidated in a unified national society, 
supplying legitimacy and stability to the 


it it more Ukely that in the long run the non- 
Persian linguistic and tribal minorities may, 
be asserting non-religious dimensions of 
ethnicity, stake their claims for political 
autonomy to ethnic aspirations.'*’ In 
Afghanistan, too, now that the Soviet forces 
are withdrawing, the Afghans, particularly 
the urban middle class elites, are invoking 
Islam, in the hope that religion would over¬ 
ride the ethnic and tribal divisions." The 
experience of Pakistan, Bangladesh and Iran 
does not lend credence to such an expecta¬ 
tion. It shows that religion is not a powerful 
enough solvent of ethnic identities. The basic 
contradiction between religion and ethnicity 
and between the state and religion remain 
unresolved in multi-ethnic societies, engaged 
as they are in the process of building a 
modern nation-stale The experience of 
India shows that even citizenship and the 
market are not good enough bases for 
establishing a nation-titaic in a multi-ethnic 
society. A completely different form ol 
political arrangement is called for in such 
societies if they arc to survive and liinction 
effectively in the modern woild. 

Towards an alfurnativf Modf oi 
COVH.RNANCI- 

1 he model of the nation-state is proving 
inappropiiate for most third world countries 
in solving theit problems of ethnicity, as well 
as those of development. The model as they 
have received from western historiography 
and the comparative theory, has resulted in 
closing the options for these societies to 
devise the form of the state appropriate to 
theii needs of continuity and change. They 
have been hitched to a process transcendental 
to their history, their experience and their 
needs. They arc dealing with a state-form 
which is primarily an outgrowth of western 
•state-craB, and is based on a theory of state 
which invalidates their own experience of 
governance. The idea of the state as an 
instrument of creating Older out of chaos 
was alien to most of these societies. For 
them, order existed prior to the state; the 
state had only the subsidiary role of main¬ 
taining that order and generating wealth for 
its people. 

The state was under the command of the 
society and not the other way round. Indeed, 
several political orders survived and com¬ 
peted with one another in these societies, in 
the past. But they were all subject to a larger 
civilisational order in which governance was 
not defined politically as a monopoly of the 
state It was viewed as a primary structure 
of the social order, embedded in a civilisa¬ 
tional society. 

The coming of the nation state in these 
societies, largely through forces exogenous 
to them, turned their political and economic 
priorities upside down. In the process of 
working with this new state-form, these 
societies lost their endogeneity, and with it, 
their capability to cope with the problems 
of social change and economic transforma¬ 
tion. Instead they became subject to forces 
of internal fragmentation and external sub- 


Jngadon. In 
lost their endogeneity, i e, th«r autonomy 
and contnd over the internal forces of Older 
and change, ever since they became passive 
objects to be shaped, and reshaped, by the 
forces that arose in the west in the ISth 
century, in this ^nse, the universaiisation 
of the nation-state in post-world war II 
period as the only form of political arrange¬ 
ment for all societies of the world became 
possible, because third world societies had 
already lost their endogeneity. Without 
endogeneity to fall back upon, the nation¬ 
state was the only form available to them at 
independence. 

If these societie.s arc to cope with the inter¬ 
nal problems of political and cultural 
fragmentation and the forces of modernisa¬ 
tion and also cope externaUy with the emerg¬ 
ing piocess of transiiationalisation, they will 
have to find an alternative mode of gover¬ 
nance foi themselves, a mode which is 
aligned with their own histories and contem¬ 
porary needs of change. While they cannot 
wish away either the forces of modernisa¬ 
tion or the reality of a world consisting of 
nation-states, they also need not remain 
wedded to the text-book model of the 
nation-state given to them. Several modifica¬ 
tions and improvements on this model are 
possible, and indeed necessary. In fact, such 
modifications are already being undertaken 
by the old, established nation-states them¬ 
selves, albeit in the light of their own 
experience and for their own purposes. The 
new states can ignore these developments 
only at their peril. 

The first step towards a new mode of 
governance is the recovery of endogeneity. 
This should not, and does not, mean the 
recreation of their past orders. But it does 
mean regaining the autonomy and control 
over the forces of order and change, intonal 
to their societies. If they remain politically 
and economically insubstantial entities 
whose existence is always subject to the pulls 
and pressures emerging from the world 
outside them, they simply cannot effectively 
establish then lolc in the modern world. 
Worse still, if the ruling elites of these states 
are also unable to find bases of legitimacy 
within their own societies, they take recourse 
to militarisation, internal coercion and 
majority ethnicism as the main instruments 
of governance. 

The same logic by which nation-states 
were created in the region continues to 
unfold within the nation-states. The 
ethnicities within them are tearing them¬ 
selves away from a national order as the 
nation-states did from the civilisational 
order. Each ethnicity emphasises its partial 
identity, now in terms of religion, now as 
ethno-linguistic and sometimes as regional 
cultural groups. The politicised ethnicities, 
within the south Asian states are seeking to 
become nation-states themselves. They will 
not necessarily succeed. But. still, the states 
will remain culturally unstable and poli¬ 
tically unviable entities. 

How to get out of this vicious ciicle of 
cultural fragmentation leading to economic 
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ttagniitioa usi toOi feecBiig on each other 
; nod a majority ethnidsm acquiring for itself 
a coercive and authoritarian state? 
Obviously, we need a new mode of gover¬ 
nance, both at the regional level and inter¬ 
nally within these societies. It is too late in 
the day and even naive to suggest that they 
dissolve the existing nation-states and find 
a new political arrangement for themselves, 
cknovo. But short of doing that, quite a lot 
is possible, if only the elites of these societies 
liberate their minds from received history 
and the theories of nation-state with which 
they have been working for so long. That 
done, it will become possible to think of the 
state not as an instrument of ethnically 
.defined nation, but a political entity 
functioning under the control of a civil 
society. It will be a state for and on behalf 
of a civil-sotiei y in Hi ii-l a civ il state and not 
a nation-state File pioicet then would become 
of building a civil-society and inctvrpotatiiig 
the .state within such a swiciv. .Such entities 
could then entet iiiio a senes ot ‘lutcral’ poli¬ 
tical arrangements in the region, eg. aligning 
these nation-states into a horizontal struc¬ 
ture of interaction and co-operation. 1 am 
not at all suggesting a SAARC-like arrange¬ 
ment. 1 am suggesting something along the 
lines of a confiKleration or consociation. 
But, again, a simple confederation would be 
only an old medicine in a new bottle unless 
these societies transform themselves into 
civil societies and relocate themselves in the 
civi/isationa/ matrix from which they have 
drifted away and within that matrix evolve 
an interlocking system of coexistence and co¬ 
operation among the members of a larger 
civilisational entity to which they belong. 
Such lateral thinking has already begun in 
some Asian societies. It is not accidental that 
even the Chinese state, although motivated 
by pragmatic considerations, is thinking of 
a model which can hold more than one 
political system within a civilisational entity 
called China. As they enter the twenty-first 
century, with their ramshackle nation-states, 
the third world societies, need to take on the 
challenge of new endogenous arrangements 
appropriate to their own problems. 
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Monetary Approach to Balance of Payments 

A Case Study of India, 1968-85 

R Kannan 

In this paper an attempt is made to test whether disequiiibrium in the domestic money market exerts any irf/Iuence 
on the balance of payments (BP). This has been done along the lines of ‘monetary approach to the BP\ as developed 
by Johnson [1972], Mundell\196S\ and others. A comparison is made between elasticity approach and monetary 
approach in solving the BP problem. The reserve flow and sterilisation equations are estimated and the direction 
of causation between domestic credit and foreign exchange reserves is identified with Granger and Sims causality 
tests. 

The paper is divided into five sections. For the sake of completene.ss a brief outline of monetary approach 
to BP (MBOP) is given in Section I. Section II explains money demand equation, estimation of reserve flow and 
sterilisation equations. On the basis of money demand equation, monetary disequilibrium factor is worked out 
and the impact of this on trade, service and capital flows of the BP is tested in Section III. Dynamic simulation 
and the resultant multipliers are explained in Section IV followed by policy implications of this exercise in Section V 


I 

Ouri INL or MBOP 

UNTIL about the 1930s, the prevailing BP 
theory was that known as the price-specie 
How mechanism, an application of classical 
principles of monetary the6ry to the open 
economy, which is generally attributed to 
David Hume [1752]. The increase in 
unemployment and the competitive devalua¬ 
tions of the 1930s stimulated the develop¬ 
ment of new theories of BP, viz, elasticity 
approach, foreign-trade multiplier, absorp¬ 
tion approach. However, towards the end of 
the 1950s, the evolution of western econo¬ 
mies towards employment conditions, which 
resembled those prevailing before the 
Depression, gave rise to a renewed interest 
in classical theories, an interest that was fur¬ 
ther stimulated by the acceleration of world 
inflation towards the end of the 1960s. The 
rediscovery of the classical tradition and its 
reformulation to adapt it to the changed 
structure of the international and national 
monetary systems was due in large measure 
to Harry Johilson [1958, 1972] and Robert 
Mundell [1968, 1971] and to a number of 
their students at the University of Chicago. 
It should be mentioned that this same topic 
was developed in the same period, of course 
on different lines, at the International 
Monetary Fund by J J Polak [1957], 
Boissonneault [1960] and Rhomberg [1965]. 

The elasticity approach yields a condition 
under which a devaluation improves the 
trade balance, which is known as Marshall- 
Lerner condition. But this approach was 
criticised as (a) It reflects a partial equili¬ 
brium view of the working of the economic 
system in the sense that it considers only the 
effect of exchange rate variations on the 
market for exports and imports and 
everything else is assumed to be constant, 
(b) It assumes all relevant elasticities of 
supply of output are assumed to be infinite, 
so that price of exports in the home currency 
does not raise as demand increases and the 
price of imports in foreign curimcy does not 


fall as the demand for imports falls, (c) This 
approach ignores the monetary effects of ex¬ 
change rate changes and (d) it is assumed 
that the trade is initially balanced and that 
the change in exchange rate is a smaller one 
[Thirlwall 1980]. 

Hence the elasticity approach was not en¬ 
couraged as it focuses its attention only on 
trade balance and therefore is not applicable 
to the overall BP or reserve flows. In a 
similar manner the foreign trade multiplier 
theory [Machlup 1943] was also dismissed 
as it fails to recognise the importance of 
money and monetary policy. 

The absorption approach developed by 
Alexander [1952], has been incorporated in 
a modified form in the MBOP. He pointed 
out that if a devaluation is to create a cur¬ 
rent account surplus, it must cause a wedge 
between income and expenditure. The 
MBOP extends the importance of wedge 
between income and expenditure to the ex¬ 
planation of BP as a whole and investigates, 
in greater detail, the role of the cash-balance 
effect and its relationship with money supply 
process. 

The basic view is that the BP is essentially 
a monetary phenomenon, t e, the demand 
for and the supply of money play a fun¬ 
damental role in its .determination. Hence 
the BP position of a country reflects the 
decisions on the part of its residents either 
to accumulate or to run down their stock of 
money balances. It is this process of adjust¬ 
ment to the desired stock of money balances 
that results in BP deficits or surpluses. When 
the demand for money balances exceeds the 
money stock, this excess demand is to be 
satisfied from either domestic sources by in¬ 
creasing domestic assets of the highpower 
money or by increasing the foreign assets of 
the high-power money. If the excess demand 
for money is not satisHed from domestic 
sources, funds will be attracted from abroad. 
Such an inflow can be generated by a surplus 
on any component of BP. This surplus will 
continue until money stock rises to the re¬ 
quired level to satisfy the demand. In a 


similar manner, a BP deficit reflects excess 
supply of money. Thedeficit/surplus of BP 
is temporary and self-correcting, provided 
that the monetary authorities do not replace 
the outflowing funds by creating new 
domestic credit (known as ‘sterilisation’). 
The imbalance in the BP will continue till 
the stock equilibrium in the money market 
is restored. Continuous deficit is possible 
only if a policy of complete sterilisation is 
followed by the monetary authorities or if 
the condition causing the excess supply of 
money persists. Such a condition could be 
a growth rate in the domestic money supply 
in excess of growth in money income 
[Krcinin and Officer, 1978, p 9]. The 
monetarist, who propounded this theory, did 
not indicate the length of time required for 
the full change in reserves to occur and 
therefore money market equilibrium. This 
approach is applicable to the total reserves 
and not to the components of the BP, which 
cause the change in reserves [Whitman 
1975]. Further, the relation between 
monetary and fiscal policy is totally absent 
in these literatures. 

Relevance of MBOP 

The relevance of MBOP for developing 
countries is based on a number of factors, 
viz; (I) It places principal responsibility for 
orderly growth with a developing country’s 
central bank monetary planners, who cannot 
take a passive view on the matter of expen¬ 
diture policy of governments. The committee 
to review the working of monetary systems 
in India rightly pointed this. (2) The MBOP 
provides a less complicated empirical frame¬ 
work for policy evaluation as compared with 
estimation of a number of elasticities under 
the alternative approach [Rhombeig and 
Heller 1971], (3) The MBOP aggregates cur¬ 
rent and capital accounts as compared with 
elasticity or income absorption approaches 
which concentrate only on current account 
By integrating these two accounts, MBOP 
argues that a developing country can main¬ 
tain a negative current account balance^ yet 
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promote BP stability through attraction of 
capital flows through proper focus on de¬ 
mand and supply of funds [Zecher 1974, 
J Marcus Fleeming and L Boissonneault 
1977). (4) As cited by the IMF, the policy 
prescriptions for VIBOP arc more easily 
manageable as data on monetary variables 
are often more readily available from the 
central banks than the national income 
variables. (5) It is Lonteiided that thc 
developing countries tviucally have simplci 
financial slructuic and have therefore fewer 
alternatives to hold funds m monetary form 
or spending them on domestic or foreign 
financial instruments (6) In countries like 
India, control over domestic credit is utilised 
as a major mstriinieni of monetary policy. 

Nil 1)1 OR If If PRi SENT Study 

riic IMf adopts MBOP lor .solving BP 
crisis of developing countries m the past 25 
years. But as on date, studies testing em¬ 
pirical validation of MBOP with leference 
to the individual developing countries are 
veiy ver> few ) Refer Kremin and Officer, 
1978 and Wilferd and Putnam 1988 lor a 
detailed survey on studies in MBOP). In this 
regard studies initiated by Khan M S [1977], 
Aghevli B B and Khan [1977] are worth men¬ 
tioning. But these studies were focused on 
a group ol developing count! les. Importaiii 
economic parameters like tiade flows, capital 
flows, dome.stic credil. import lesiriclion, 
etc, vary across the countries according the 
degree of development. Hence treating them 
together is not a fair approach. 

With reference to India, no complete 
study is available on this siibjcci escepi the 
one by Sundararajan [1986] which is worth 
mentioning, as this study has clarified many 
doubts. But the following points need a 
careful consideration, (a) This study deals 
only with the impact of monetary disequili¬ 
brium factor on current aecouni balances 
and is silent on causation between foreign 
etchange rcserves and domestic credit, (b) In 
view of coverage of this study (1952-77), the 
model developed may not be suitable at pre¬ 
sent, as India has witnessed a series of 
economic changes especially in the sphere 
of trade, money, finance, etc. (c) The treat¬ 
ment of import control, as done in this 
paper, needs another look, as a one-yeai 
period is a long time for the policy-makers 
to wait and react to the changing foreign ex¬ 
change position, (d) Service exports/im¬ 
ports, are influenced by different factors and 
hence they cannot be clubbed with the res¬ 
pective trade flows, (c) As capital flows are 
assumed exogenous, this paper deals only 
with the impact of monetary disequilibrium 
on the current account. Treatement of 
monetary disequilibrium on capital flow is 
crucial under MBOP. 

The present study is an attempt to budge 
these gaps. 

II 

In this section we develop a suitable 
money demand equation, which forms the 


central nerve of MBOP, as all other experi¬ 
ments testing the validity of MBOP under 
alternative theories depend upon this equa¬ 
tion. Further, this equation is used for ex¬ 
plaining the price behaviour. 

Demand for Money 

The monetary aggregate chosen for this 
study is the stock of narrow money (Ml), 
i e, currency with public, demand deposits 
and other deposits with the RBI, deflated 
by the wholesale price index. M3 was not 
chosen as M3 contains a considerable 
amount of time deposits which reflects sav¬ 
ing behaviour of households and which are 
not close substitutes for narrow money Fur¬ 
ther, the MBOP suggests the use of Ml and 
not M3 as Ml is related to the transaction 
behaviour of the public (Kreinin and Officer, 
p 6]. The demand for real money balances 
(Ml/WP) is specified as a function of real 
income (YPD) and the expected rate of in¬ 
flation. Sundararajan [1986, p 78] argued 
that in an economy like India, a significant 
share of the current agricultural output is 
not marketed in the same ycai hut held for 
own consumption, while the rest ot the 
agricultural produce is initially held in slock 
and gradually marketed in subsequent 
periods as transaction needs built up. Hence 
money demand should be related to marketed 
output. This argument is very close to the 
one sugge.sted by Rangarajan [1977), that the 
use of cuneni non-agricultural output and 
the lagged agricultural output in the money 
demand equation. When we adopted this 
procedure, the coefficient of lagged agricu). 
lural output is non-significant in view ot 
muliicollinearity. as revealed by theagricul 
ture-industry linkage in India. Hence we 
added these two values together and used m 
the money demand equation. Strictly speak¬ 
ing, both are not equal and an interest fac¬ 
tor should be used to add them, but this was 
not done. The root-mean squared error in 
the money demand equation in this circum¬ 
stance was highei than the one with current 
year output. Hence in this paper real CiDP 
of the current period is used as the income 
variable. 

As the range of financial assets is fairly 
limited in India, the substitution between 
money and physical assets or goods becomes 
very important. Hence the opportunity cost 
of holding money is the rate of return on 
physical goods, i e, expected rate of infla¬ 
tion. When the expected rate of inflation is 
specified as a distributed lag polynomial, of 
degree two with four years lag and no end 
point constraint, the third and fourth year 
lagged inflation rates become insignificant 
Further in a sample of 17, use of such 
polynomial looses 5 degrees of ficedom, 
which is quite substantial. Hence the ex¬ 
pected rate of inflation is specified as 
follows: 

I?: - V, '’| e,, * Ke,: ■ (2.1) 

As the rate of mllaiion in some years is 
negative this satiable is semi-logariihniic in 
tills lelaiionshy?. Ilierelorc the real uioney 


demand i^uatibn is spedfied as 

In (Ml/WP)** = ao 4 a, In (YPD) 

+ a, c' .. .(2.2) 

The actual stock of real money balances 
is assumed to adjust proportionately to the 
gap between the demand for real money 
balances and the actual stock in the previous 
pciiod. 

ln(Ml,'WP), - ln(Ml/WP),, 

-- /5{ln (Ml/WP)'' 

ln(M|.WP,|} ...(2.3) 

Subsiiiuiing eqiiuiions (2.1) and (2.2) in 
(2 3) and solsing foi ical money balances, 
wc gcl, 

lii(Ml/WP) - /)a„ -I /la, In(YPD) -/}b„, 

^ C,. P K: C,: 

• (I /?) In (Ml/WP), I .(2.4) 

A model ol puce deterniination can be 
staled b\ rewiiiing (2 4) and hence the in- 
ri.-iiiiin lale emiM he derived Ihcictrom. 
liKWP) liilMII /I a„ |3 a, In (YPD) 

^ ' P *>1 e,.i ^P^,i C.-2 

(1 /?) In (Ml/WP),, ,,.(2.5) 

II In (WP), In(WP), , ...(2.6) 

Siipph 111 inoiics IS miiltiplicatively 
lelated to ihe slock ol high-powered money 
ihrougli the niones-inultiphcr. which is 
assumed to be exogenous. 

Ml K (K . D) (2.7) 

wheie K (naiiow) money multiplier, 
R nel loieign assets ol ihe Reserve Bank 
ol India. D domestic assets ol the RBI. 

(luen Ihi money vlemaiid equation (2.4) 
and numey siippK equalion (2.7) the reserve 
lltus equalion si'ulU be dciivcd as follows: 

1 qalion (2 4) could be wrillcn in terms of 
lale ol .crosslb as lollosss: 

A lo.e \l ^ A lo.B P t 1-.^ A log (YPD) 

* F, Ap, < t,'A(c,,).. (2.8) 
ssheie 1 , Is the real income and t, and 
are mnaiion elaslicitic.s ol real money 
balances and expeeted lo have positive, 
negative and negative signs respectively. The 
leim A c,, has been included to account 
for the mipuci of inflation rate at period (t-2) 
on the demand lot real money balances 
Money supply cqiiaiitm can be written as 

A log M -- A log in -f (R/H) A log R 
-f (D/H) A log D .. .(2.9) 

1 e, A Usg R - (H/R)(a log M 
- ' A log m) - 

(D/R)A log D ...(2.10) 

Substituting equation (2.8) in (2.10) we get 

A log R = (H/R){A log P -h 

Ej A log (YPD) -I- E, A c, 

i E, A (c, ,1 - A log m)- 
(D/R)A log D .. (2.11) 
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(R/H) A log R = R,, + /}, tog P + 

/}, A log Yl'D + /3, A P, 
4 A () I 4 A loR m 
( /}„ (I)/H)A(I.>r D) (2.12) 

where/3| - 1, ^,>0./?, ti/icl/3,<(» anil/?, 

^ P, I. ‘ 

bquation (2.12) is known as ‘reserve-flow 
equation’. Crucial to the MBOP theory is 
that a BP surplus or deficit reflecis an ex¬ 
cess demand for money, which implies that 
for a given amount of money multiplier, 
changes in the domestic component of the 
monetary base (U) will cause opposite 
and equal change in the international 
reserves (R). The coefficient of A log D in 
equation 2.12 is known as ‘offset coelficient’. 
It shows the degree to which changes in the 
domestic component of the monetary base 
are offset by changes in the international 
component. The expected value of the offset 
coefficient is -1 and the direction of causa¬ 
tion is always from D to R and not other 
wise. 

The reserve flow equation cannot test the 
monetarist assumption that there is no 
sterilisation by the central bank. In order to 
do this another equation, known as ‘sterihsa 
tion equation’ was suggested in the litcratua'. 
In this equation, A log D is a function ot 
A fog R and other usual variables, which 
have reversed causation role. The coefficient 
ol A log R is known as ‘sterilisation coeffi¬ 
cient’ It measures the use ofmonctaiy policy 
to sterilise the impact of reset ve flows on the 
monetary base. Under complete sterilisation, 
this coefficient would be - 1. However, 
monetary approach assumes that no sterili 
sation at all lakes place and therefore 
postulates a zero value for the sterili.sation 
coefficient. 

If we adopt an Ol S estimation method 
to estimate independently offset and sterili¬ 
sation equations, a simultaneous bias is in¬ 
troduced in the equation in view of money 
supply identity [Kouri and Porter 1974, 
pp 453-54 and Magee S. 1976 p 165]. Hence 
we have estimated these equations by two- 
stage least squares method and the estimated 
equations are given in Ikble 1. 

A careful analysis of the values of Ml 
reveals that for the period 1980-85, the 
average growth rate in Ml is significantly less 
than that of 1975-80! Hence to accom¬ 
modate this, we used a dummy variable 
(DUMMOY) and this was found to be signi¬ 
ficant (equation 1 in Ihble 1). The income 
elasticity works oui to be 1.3 which is quite 
acceptable in view of absence of a wide 
range of alternative financial assets. Insofar 
as savings increase mote than proportionate¬ 
ly with economic growth, the estimated in¬ 
come elasticity will exceed unity. 

In the reserve flow equation, all coeffi¬ 
cients are significant except rate of growth 
of money multiplier and wholesale prices. 
The coeffleient of rate of inflation is less 
than unity, indicating a high degree of 
money illusion in the demand for nominal 
money balances. The positive and significant 
coefTidem of income variable conflmu 'he 


classical view that an increase in the rate of 
growth of real income will lead to an im¬ 
provement in the BP. As the rate of change 
of inflation late at lime (t-l) was not signifi¬ 
cant, this variable was dropped. This func¬ 
tion is semi-logarithmic with respect to the 
rate of inflation 

The estimated coefficient ol the rate of 
growth of domestic assets of the RBI is 
significant and little higher than -1, which 
confirms the view of MBOP “It is the value 
ol offset cocfficien: rather than the sign that 
provides a discriminating test between the 
monetary and other approaches” [Kreinin 
and Oflicei, 1978, p 53). In the estimated 
sterilisation equation, the coefficient of 
(R/H) A log R is 0.3271 and it is statistical¬ 
ly significant. The MBOP suggests a value 
of 0 for this coefficient as the causation is 
from A log D to A log R and not otherwise. 
Although the reserve flow equation suggests 
strongly the monetarist factor in the BP, the 
sterilisation equation does not guide us in 
this direction. To le.solve this problem, we 
adopt Cirangei and Sims causality tests. 

The Ciiangci procedure consists of csti 
mating two equations, viz, 

A loi! I) - o - a, A log 1)| , ‘ 

b„ A log R, I b, A loi; R,, 

( 11 (2.1.3) 

A log R| p ‘ S| A log R,, ’ 

d„ A log D, 4 d, A log L), , 
t s, (2 14) 

Suns test suggests the lollouing two 
equations. 

A log D, 0 4 P , A log R, I 4 
P|, A log R, 4 P, A 
lo.zR,., (2.1*1) 

A log R, = q , A log n, I 4 
q„ A log D, 4 q, A 
log 1),, I (2 U'l 

Ikble 2 gives null hypothesis tested and 
the F-values. Ihese results suggest that 

(a) there is a strong causality from A log D 
to A log R as the F-value is significant, i e, 
an exogenous change in domestic credit 
causes a change in international reserves. 

(b) A weak causal relationship exists in the 
direction from A log R to A log D. This in¬ 
dicates two possibilities. Either the central 
bank actively sterilises the impact of foreign 
exchange reserve changes on the domestic- 
money supply or the commercial banks boi • 
row from the central bank when met with 
outflow of international reserves, so as to 
prevent fluctuations in the domestic credit 
extended by them ]Blejer, 1979). 

It is worth mentioning here that the 
reserve flow and capital flow equations im¬ 
plicitly assume fixed exchange rates and 
hence it is suspected that violation of this 
might have led to a significant sterilisation 
coefficient, but of course very close to zero. 
Hence, we used alternative approach in the 
following section, under which the impact 
of excess demand for money balances on the 
BP is tested. When we do this testing with 
capital flow, appropriate (managed) floating 


exchange rate factors were developed and' 
used here. 

Ill 

111 this section, we estimate monetary dis¬ 
equilibrium factor (RMBDIF) and tested 
this on different components of balance of 
payments To facilitate this, earlier work en¬ 
titled ‘An l-xonometiic Model of India's 
balance of payments, 1968-8.5’ was used. In 
this iiaper, BP is divided into seven compo¬ 
nents, viz, (a) merchandtse exports, (b) mer¬ 
chandise imports, (c) service exports, (d) ser¬ 
vice impoits, (c) long-term capital flow, 
(0 short-term capital flow and (g) errors and 
omissions. In this stvtion. all equations were 
esttmated by two-stage least squares method. 

MONITARI DlSLQL'lLlBRIlJM FACTOR 

Ihe flow of excess demand of real 
balances (RMBUIF) is defined as 
RMBDIF = (M1/WP)4 - (Ml/WP),, - 
A (D.K/WP) ..(3.1) 

(MrWP)'-| (M1/WP)| , measures the 

gap between de.sired real balances and 
existing stock of real balances, which can be 
inieipicted as the flow of excess demand for 
real balances. Some part of the flow demand 
14 met from the domestic credit creation. The 
expression A (13.K 'WP) measutes the .stock 
ol real balances supplied domestically either 
thiough fiscal deficits or through the RBI 
net lending to commercial sector. Hence 
A (D.K WP) indicates the flow supply of 
real balances of domestic origin. Most of the 
MBOP models use only the first two factors 
of (.3.1) to measure RMBDIF, which is in- 
coircct as it ignores the role of domestic 
credit m closing the real balance gap, and 
will erroneously estimate RMBDIF (Blejer 
1977. Sundaiaraian 1986). 

BALANC I hi PAYMhNTS 

Men handise Exports 

In a country like India, the volume of ex¬ 
ports (or exports at constant prices (XVPX)) 
is determined by supply conditions present 
in the export sectot rather than by world de¬ 
mand conditions. The supply of exports is 
a positive function of capacity to produce 
in the export sector, which is diiectly related 
to the capacity to produce in the economy 
m general (YPD). The supply of exports is 
also influenced by the competitive position, 
which is measured by the ratio of India’s ex¬ 
port unit values to that of world export unit 
values (PXWR). This is negatively related 
to real exports. 

Export prices are the channels through 
which world demand for Indian products is 
registered. As export promotion plays an im¬ 
portant role in promoting India’s exports, an 
index of export promotion (in real terms) 
was developed (EXPID) 

Tlie .second oil shock has resulted in 
surplus funds with OPEC countries and 
during this period (1980-85) India formu¬ 
lated ditterent policies to boost expons. 
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especially agricultural produms, to these 
countries. Further during this period major 
economic indicators were also undergone 
changes, which have affccitd India's expoits 
Hence we used u dumms variable to capiuic 
this (DUMl’OI 2). RMBDII is included in 
the expoit equation as an increase in 
RMBDIF IS expected to reduce real expen¬ 
diture on both traded and noii-tiaded goods. 
This would increase Ihe supply o( exports 
Hence the sign of excess money demand t.iv- 
tor is expected to be positive, 

Real exports adiiisi to the soiidiiioiis ot 
excess supply in the usual adaptive expecta¬ 
tion pioccss and the estimated expoii equa¬ 
tion IS given in Table ^ .Ml the coelhcients 
are significant and have the signs as ex 
peeled. After the second oil shock out ex 
ports III real volume has reduced as the eoef 
licicnt of [)l/MK)l.2 is negative and signifi¬ 
cant RMBIJII- has a strong positive elfect 
on exports and the root-mean squared error 
of this equation is reduced it we include 
RMBDIF. 

Men hamhse Imporls 

The demand for real imports is specified 
as a long lineai function of the level of real 
GDP and the ratio of import prices to 
domestic prices. The .second oil shock of 
1979 had disturbed our import structure very- 
much as compared with the first one of 
1974. Within two years of the 1974 oil shiKk, 
Indian economy has well adjusted and the 
.deficit on the current account balance disap 
peared and we had surplus. But even after 
four years of the second oil shock the ad¬ 
justment process is yet to be completed. To 
capture this effect we used DUMPOl 2 and 
this was found to be significant. 

While specifying the import jjemand func- 
tton tor countt ies like India, which operates 
under import control, it is necessary to 


specify/quantify the reaction of the policy¬ 
makers to such demand in the context of 
total BP situation or particularly to the 
avatlability of foreign exchange position. 
Interested readers arc requested to refer 
Hemphil (1974) and Sundararajan (1986] 
where they developed reaction functions 
under rational'adaptive expectations. Pre¬ 
cisely, they use foreign exchange reserves, in 
one form or other, as one of the regressors 
in the import demand equation. Hence im- 
poii demand at time t is treated as a func¬ 
tion of foreign exchange reserves at time*t 
or i-l. In these type of formulation, the in¬ 
stantaneous reaction of the policy-makers 
are not propci ly represented as a one year 
•.piead is a long period. In India import 
regulation is effected through import licen¬ 
sing scheme complemented by proieciive 
ijiills 1 he tai iff laies arc rev iewed freqiieni- 
ly lo accommodate such features we 
developed an index of import control/ration 
mg (RAT) as lollows: 

i) for each month, the ratio of loreign ex 
change reserves (including SDRs) to im¬ 
ports was worked out 

ii) For each year, (he average of these 12 
ratios was found. 

iii) In each year, the number of months (n) 
for which the monthly latio (as tn 
step (i)) IS less than the yearly average 
ratio (as in step (ii)) was found 

iv) An index based on (n/12 x UK)) was 
developed. 

This ratio indicates the nature of impon 
eontrol. Higher value of this index implies 
more number of months (n), lor which mon¬ 
thly ratios are less than the yearly ratio and 
more will be control and less wiU be imiHirts. 
Hence this variable RAT is expected to li.ivc 
a negative coefficient. 

lotui real expenditure in the economy is 


Tabu 1: Dimand ior Monfs, Rrsfrcf F-iow and Stlriiisaiion Eodaiions 


1) Demand tor money: 

ln(MI/WP) - -2.7397 t 0.4374 In(YPD) 0.50.39 INFLA 
(2.75) (2.69) 

0.442 INFLA,,, -0.2917 INFLA, , 

(2.45) (1.83) 

- 0.09166 DUMMOY + 0.6616 ln(MI/WP), , 

(2.07) (4.95) 

R^ 0.94 DW ^ 218 F--40 71 

2) Reserve flow equation: 

(R/H)AlagR - 0.08542 + 0.3231 Alog 

(0.99) 

- 0.03438 A(RAINFLA) 

(2.15) 

-1.1022 (D/H)AtogD 
(3.14) 

R^ = 0.57 DW =- 2.13 F = 18.74 

3) Sterilisation equation: 

(D/H)AlogD - 0.06766 f 0.3922Alog WP + 0.50449 Alog YPD 

(1.98) (2.20) 

- 0.02067A (RAINFLA) -0.3915Alog m 

(L%) (1.86) 

•0.3217 (R/H)AlogR 
(2.99) 

ft’ = 0.74 DW = (.82 F » 18.90 


WP -I- 0.9558 Alog YPD 
(2.82) 

-0.2947 A log m 
(0.8593) 


determined by real income and RMBDIP. 
Higher values of RMBOIF lower the de¬ 
mand for import.s and hence this is expected 
to have a negative coefficient in the import 
equation. The estimated equation is satisfac¬ 
tory and the coefficients turned out as ex¬ 
pected. The exchange rate of rupee against 
US $ (R) enters the export/import equation 
through the prices of exports and imports. 
Bui in (he case of imports the spill-over ef¬ 
fect seems to be significant than in exports. 
So when R is used as one of the regressors 
It IS found to be significant in the impart 
equation rather than in exports equation. 
Further, (he root-mean squared error is con- 
kiderably reduced in the import equation 
when R is used. This suggests that importers 
are much more cautious about exchange late 
changes than exporters. 

Service Exports 

Service exports (EXSER) consists of ctedit 
Items due to (il shipping, freight insurance 
and Ollier tianspoit charges, (ii) profits and 
interests, (lii) labour income remittances and 
(IV) oihcr services, vi/, emba.ssy and consular 
expcndiiiircs bv lotcign governments in India 
and grants received by the Indian govern- 
inem. EXSFR is influenced by the following 
faciois: 

(a) World output level (WCiDP), as in¬ 
crease in world output leads lo more demand 
lor Indian goods and hcncc more export ser¬ 
vices This mav also lead lo more demand 
loi Indian laboiiicrs 

(b) I-iiboui income transfers arc Intiucnc- 
cd by ihe inllation differential between In¬ 
dia and abroad, as measured by the ratiaof 
consumer price index in India lo lhal of 
abroad (RC'PI2) It was lound that CPI in 
oil exporiing developing countries (OEDC) 
iiiriueiices significantly rather than that of 
industrial coiiniries. When CPI in India in- 
cicascs, as compared to that of OEDC, 
RCPI2 incicases. This will lead to lower in- 
llow of tourists to India and hence lower 
E.XSER. When the CPI in OEDC increases 
to that of India, RCP12 decreases. Conse¬ 
quent to higher inflation, wage rate also in- 
c-rea.ses. In view of cheap laboui -availability 
in India, the outflow of labourers from India 
increases and hence higher foreign remit¬ 
tances. Hence RCPI2 is having a negative 
correlation with hXSER. 

(c) As the second-oil shock has con- 
sideiably influenced exports, this is expected 
to have similar influence on EXSER. 

(d) Duiing the sample period (1968-85), 
only for the year 1974 we had a substanti^ 
increase under this item, which was due the 
receipt of grants from US funds held in 
rupees, lb capture this effect, we used a 
dummy variable (Dl) and this was found to 
be significant. 

(e) .Nominal exchange rate of rupee with 
US S (R) also influences the EXSER, as in¬ 
creasing depreciation of rupee inflates the 
value of nominal flow. 

(0 RMBDIF has a weak impact on 
EXSER. However, this variable was retain- 
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ed io the equation, as we want to know the 
impact of RMBDIF on the total BP at a 
later stage. 

Service Imports: 

Service imports (iMSER) represent the 
debit side of invisibles under the current 
account. Major factors influencing IMSER 
are merchandise imports and external debt 
outstanding. Higher imports call for higher 
amount of shipping, transport and other in¬ 
surance charges paid. With increasing value 
of external debt, interest payments also in¬ 
crease. Hence these two factors are expected 
to have a positive influence on IMSER. 
Since 1980, the administrative budgets of 
international organisations were increased 
and hence India’s contribution to these items 
also increased. Service imports contain 
grants and aid given by India to other coun¬ 
tries, which are also based on non-economic 
factors. To accommodate these a time trend 
(t) was used and found to be significant. 

IMSER is significantly influenced by 
RMBDIF. When excess demand for money 
increases, this leads to lower merchandise 
imports and hence lower service payments. 
The impact of RMBDIF on service pay¬ 
ments could be analysed through the respec¬ 
tive trade flows. 

In this paper, service exports and imports 
are analysed in nominal terms rather than 
real terms. One could suggest that these 
values may be deflated by the respective unit 
values. This is not a correct procedure as 
variation in unit values of merchandise 
exports/imports and the price factors which 
determine service exports/imports are not 
equal. 

Long-term Capital Flow (net): 

Net long-term capital flow (LCAP) is the 
sum of resident official long-term capital 
and ‘others’ long-term capital. The current 
account balance (CUB) is expected to have 
a negative impact on this capital flow as a 
country would actively seek capital inflow 
to offset its current account deficit and 
would acquire foreign securities to spend its 
surplus. LCAP is considerably influenced by 
domestic public sector saving-investment gap 
(PUSIGAP). Higher the gap, higher would 
be the drawings from the government’s 
budget allocation. Given the total amount 
of government’s market borrowings, there 
is a limit on the budget allocation for public 
sectors. Under this situation, higher the gap, 
more would be LCAP, as public sector 
outlays carry priorities over other 
commitments. 

The coeffleient of ‘growth rate of net 
foreign exchange assets’ (GNFA) measures 
approximately a scale/stock effect on capital 
flow and in general is expected to have a 
negative correiation, as increasing GNFA 
would lead to capital outflows in terms of 
investment in foreign securities. But it has 
been argued by Marwah and Klein [1982] that 
if the wealth effect on demand for money 
is stronger than on demand for foreign assets, 
this coefficient would be positive. But in the 


case of India, recent experience indicates 
that net foreign assets are replenished by 
borrowings from the international financial 
institutions. Hence the positive coefficient 
of GNFA is justified, it we combine the 
effects of PUSIGAP and CUB. 

When the domestic inflation rate in¬ 
creases, which indicates cither higher budget 
deficit or increasing gap between demand 
and suppl> of goods, the government resorts 
to external borrowing. Hence the positive 
and significant coefficient of RCPI2 is fuliv 
justified. During the sample period only in 
1974, LCAP assumed a negative value. This 
could be attributed to the comfortable 
current account position of 998 Mn SDRs, 
which could have resulted from the disposi¬ 
tion of US funds held in rupees as mention¬ 
ed earlier. To accommodate this we used a 
dummy variable (DUMROI.) and this was 
found to be significant. 

Net flow of capital is also influenced by 
interest rates in India and abroad, forward 
and spot exchange rates between rupee and 
other currencies. Different factors were 
developed in an earlier paper [Kannan 1988] 
and tested on capital flows. Of these 
MUDHFXL is found to be significant. 

MUDHFXL - I w,, (r, - r,) 

When RMBDIF increases t his will lead to 
more capital inflow and hence highci v.tlucs 
of LCAP. RMBDIF is found to be signi 
ficantly correlated with LCAP. In the 
estimated equation, all the variables turned 
out to be signficant and account fur about 
92 per ceril of the variation in LCAP 
Short-term Capital flow 

Short-term capital flow (SCAP) consists 
of deposit money banks sector, resident 
official sector and others. SCAP is mainly 
determined by the saving-investment gap of 
the domestic public sector and interest-cum- 
exchange factor (MUDHSS). We noticed a 
strong substitution between short- and long¬ 


term capital flows. When the domestic in¬ 
flation rate (Infla) increases, SCAP flow 
decreases. But when we estimate the equa¬ 
tion, without LCAP. the sign of Infla is 
positive and significant. Hence; when the 
~ domestic inflation rate increases, to meet the 
saving-investment gap or demand-supply 
gap, long-term borrowings increase much 
more than the requirement and this adjusts 
with the short-term capital requirement. 

Surprisingly SCAP is negatively cor¬ 
related with RMBDIF. When we estimate the 
equation without LCAP. there is a signifi¬ 
cant positive correlation, which again con¬ 
firms the substitution between short- and 
long-term capital flows 

Errors and Omissions 

The behavioural equation for ERO is 
purely an allocational one, between current 
account balance, LCAP and SCAP. It is in¬ 
teresting to note that ERO increases with 
higher variation in the exchange rate of 
rupee against US $. This could be due to the 
fact that around SO per cent of trade is in¬ 
voiced in US S and higher the fluctuation 
in the exchange rate, more would be the dif¬ 
ference in the external sector between na¬ 
tional income accounts and foreign exchange 
accounts. After making provisions for these 
factors, the value of ERO has decreased dur¬ 
ing 1980 85 as compared with earlier period. 

Total change in reserves is not equivalent 
to the final balance of payments, as the lat¬ 
ter docs not take into account counterpart 
items, vu, allocation/cancellation of SDRs, 
valuation changes in reserves and monetisa¬ 
tion ot gold and exceptional financing, 
which consists of subsidy account grants and 
trust fund loans. Hence a simple linear equa¬ 
tion was fitted among these two variables 
(equation 13), which closes the system. 

In this section, we tested the impact of 
monetary disequilibrium factor on different 
items of BP, after identifying other suitable 


TABLt 2: GRANUtR AND SiMS CaSUALITY TESIS 


NuU Hypothesis 


F Values 

Granger tests 

1) R, does not cause D, 

b, = 0 

0.26 (3,11) 

2) R, does not cause D, 

bg = 0 and 

1.80 (4,10) 

at all 

b, = 0 


3) D, does not cause R, 

d, = 0 

1.52 (3,11) 

4) D, does not cause R, 

dg = Oand 


at all 

d, = 0 

3.97* (4,10) 

Sims test 

S) D, does not cause R, 

P-, = 0 

0.63 (2,12) 

6) D, does not cause R, 

p_, = 0 and 


at all 

Po = 0 

4.52* (3,11) 

7) R, does not cause D, 

<l_i = 0 

2.79 (2,12) 

8) R, does not cause D, 

q_, = 0 and 


at all 

Qo » 0 

3.33 (3,11) 


Noter. * Significant at 5 per cent level 

D, » AlogD R, =- Alog R 

Figures in brackets indicate the degrees of freedom. 
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facton. By combining the inferences from 
these two sections, we could easily conclude 
*hat the disequilibrium in monetary sccioi 
Acrts considerable influence on the balance 
of payments. 

IV 

Dynamic Simi'iaiion 

The entire system consisting of equations 
on money demand (2.2), price (2.5), infla¬ 
tion (2.6), excess flow demand for real 
money balances (5.1) and all behavimiral 
equations on the compc>neni.> of the BP, as 
given in 'Ihble 3, were dynamically .simulated 
(i e, lagged variables are ihosc generated by 
the model itself) for the period 1971-8^. I he 
fit of the actual and .simulated values are 
given m Figure I. The lobu.stness of the 
model is clearly indicated m the simulated 
model and the sy.stcm is quite stable. 

Three types of simulations were attemp 
ted, viz, (a) all the values of the variables 
were held at their historical values (i e. no 
shock) (b) the exchange rate of rupee and 
US J (R) was increased by 10 per cent in 
1980, while keeping all other values at their 
historical values. This simulation generated 
an improvement of 5.47 per cent in the trade 
baljince in the year of ilie shock, (c) So as 
to enable us to compare the simulations bet¬ 
ween credit reduction and rupee deprecia¬ 
tion, domestic credit wa.s reduced by 0.5 per 
cent to 3.0 per cent, at a step length of 0 5 
per cent, and it was found that 3 per cent 
reduction in the domestic credit produces 
almost the same amount of improvement in 
the trade balance as that of 10 pei cent 
depreciation in rupee. Dynamic multiplicr.s 
derived from these simulations are given in 
Tkble 4. 

The impact of devaluation on the trade 
balance (TB) or current account balance 
(CUB) is brought through the combined 
price and liquidity effects. In the year of 
devaluation, the wholesale price index in¬ 
creased by 1.94 per cent, thereby affecting 
the price relatives for exports and imports, 
such that exports are encouraged and im 
ports are discouraged. But in subsequent 
years, this positive price effect is .severely 
affected by domestic inflation rate, in this 
model, domestic price changes arc bioughi 
out through changes in money supply con¬ 
sequent to devaluation. In the initial period, 
inflation overshoots the warranted and ad¬ 
justs subsequently downwards. The ela.sticity 
of general price level with respect to ex¬ 
change rate is 0.27. 

In the year of devaluation, consequent to 
the rise in domestic price, for a pven amount 
of money supply and demand for teal money 
balances to start with, excess flow demand 
for real money balances (RMBDIF) in¬ 
creases by 23.4 per cent. This helps to in¬ 
crease exports and reduce imports, resulting 
in improvement in the TE Hence in the year 
of devaluation, improvement in TB brought 
out by price and liquidity effect. 

But in subsequent years, as a result of 
chaniet in money sui^y, the over-shotted 


RMBDIF adjust.* downwards in the follow¬ 
ing two years. Duting this period, the im¬ 
pact of inflation on the prices of traded 
goods is much more, resulting in more im¬ 
ports and less expons. Combined with this, 
the negative liquidity effect lead to (kteriora- 


Notfr. (Figures i.i brackets indicate t statistics). 


tion in TE But fourth year onward, the 8*^ 
quidity effects turn positive and more than 
compensates the effects of weakening prioea, _ 
thus leading to improved trade balance. In 
this exercise net capital flow is considerably 
influenced by the CUB. 


IXHII t IvyAi I II, MoNHARV Dl-.n.ll/U IIIKIUM C)|* !Mi HaI ANt f l>yMI NIS SrL.'t'TtD 

I'OnAIIONS 


al cKport*, 

1) In \\f\' 8 49576 t 0 1949 Inl XPIl) - 069V1 in YPD 

(8 2'') 19*1) 

- 0.2874 liiP.VWR - 0 2415 [)LMPt)l 2 -v 0 c2K-’ RMIlP'f 
(9 57) (5 t) 14) 

V - 0 91 


l)W 


1 64 f- ,10 !5 


2) InVVPX In .\VP\. , -- 0 681 InXVP.X' IpXVPX 

(1.62 ' ■ 

b) Mfrchantlfi' import. 

3) in MNPM' - 11.1604 0.7.192 In R -t 1 04 liiYPD 04io9!nPMWP 

(9 08) (12 1.1) 02) 

• 0.298* IH'MPOI 2 0 1358 liiRAI - 02RMBDIF 

(2.06) U-Rfi) t5 57) 

R' 0 96 DW - .2 16 i 6* 74 

4| In MNI'M, -InMNPM, , (1881' ' liiMNPM • InM.M'M ] 

(9i)0i ‘ ' 

c) Service export\ 

5) In FXSr-k - 111918 1 1 S’ol In WliDP 0 9K6liiR;PI2 • 0.1265 D1 

(".061 (4 67) (3.891 

- 0 .1597 D(;MP01 2 ( 0.00152 RMBOlf a 0.4n4 InhXSF.R 
(3 17) (1191 (7 9) ' 

R* (I9.‘ DW -176 I tf.65 

d) Service import'.- 

6) In IMSF.R - ;.4I68 ( 0 05718 In MNPM -i 0.0314 InCfU.) i 0.05089 f 

(5 19) (1 64) (4 56) 

-I 0 6806 In IMSFR, . 0 02266 RMBDIF 

(1.59) ' (1,Xli 


R' - 0.96 I.'W ^ I 86 I - 577.98 
e) Ijong-term i apilal Jlow 

7) LCAP** - - 2187 183 t 0.075;i PUSICiAP - 1.103.73 DUMROL 


(6 21 ) 


(8.32) 


0.4427 CUB 
(4.98) 


66 4398 Ml DHI Xl ( 1129.56 RCPI2 + II 8198 GNFA 


(5.18) 

t9.2Rl| RMBDII 
(6 98) 


(8 46) 


(5 19) 


U AP, 


R‘ 0.92 DW - 1.94 F - 2.5 99 

8) I.CAP, -ICAP, I 0.925.5 ICAI*' 

(4 87) 

f) Short-term capital Jlon-. 

9) SCAP 449.38 1 0.04454 I'USIGAP - 121.1182 DUMROS -• 115.32 MUDHFSS 

(4.22) (7 46) (2.71) 

-28.8364 INfl A 0.1978 IXAP ■ 6.3129 RMBDIF 
(4.17) (192) (2.4) 

r’ = 0.81 DW' 2 .18 I- i2 06 

g) Frron ami omi.vMons: 

10) ERO - 188.18 - 0 6557 CI B - 15 0957 DUMPOL2 -0.2159 SCAP 

(9.36) (.109) (3.87) 

- 0.4382 IX AP -V I 4.6387 SlCiMA 
(3.8.3) (4.57) 

21,64 


R - 0.82 DW 2.2.1 I- 

i) Total capital flovi'. 

11) CAP LCAI* t SCAP 

j) Tbtal balance of payments- 

12) BALA - CUB I- CAP 
h) Change in rese'ws: 

13) ^NFA - 108.2548 + 0.9311 BALA 

(20.90) 

= 0.96 DW = 2.04 F = 436.84 


+ FRO 
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NOTICE 


tt IS hereby notified for the information of the public that Jayfcay Tech Ltd. proposes to make an application to the Central Govern¬ 
ment in the Department of Company Affairs, New Delhi, under sub-section of Section 22 of the Monopolies and Restrictive Trade 
Practices Act, 1 969, for approval to the establishment of a new undertakms/unit/division. Brief particulars of the proposal are as under;- 

1. Name and Address of the applicant JAYKAV TECH LTED, 

Ashoka Estate, 

24, Barakhamba Road, 

New Delhi. 

2. Capital structure of the applicant oraamsation Authorised Capital; Rs 2,00,00,000 

Issued, subscribed & paid up capital. 

7 shares of Rs. 10/- each. Rs. 70 

The company is manased by Board of Directors. 

DIrccton 

1. Shri. Govind Han Singhania 

2. Shri, G. S. Patel 

3. Shri. K. N. Malhotra 

4. Shri. f. C. Rustagi 

5. Shri. Ramapaii Singhania 

6. Shri. Nidhipati Singhania 

The applicant proposes to participate in establishment of a new 
company in India to aa as Engineers, Consultants for new 
projects, expansion and diversification of existing industries in 
India and abroad and arranging know-how had finance etc. for 
projects. 

5. Location of the new undertaking/unit/division Kota (Rajasthan) 

6. Capital structure of proposed undertaking Authorised Capital Rs. 2,00,00,000/- 

Proposed, issued & subscribed Capital Rs 1,00,00,000/- 

7 In case the proposal relates to the produaion. Not applicable 

storage, supply, distribution, marketing or control of 
any goods/articles, indicate 
0 Names of goods/articles 

ii) Proposed licensed capacity 

iii) Estimated annual turnover 

In case the propt^l relates to the provision of any See reply to item No. 4,. 

service, state the volume of activity in terms of usual The turnover is estimated to be Rs. 10 crores per year, 

measures such as value, incomei turnover, etc. 

9. Cost of the Project Rs. 300 lacs 

10. Scheme of finance, indicating the amounts to be Share Capital Rs. 100 lacs 

raised from each source Debenture/loans from banks & other 

financial institutions Rs. 200 lacs 

Rs. 300 lacs 

Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Company Affairs, 
Government of India, Shastri Bhavan, New Delhi, within 14 days from the date of publication of this notice, intimating his views on 
the proposal and indicating the nature of his interest therein. 

FOR JAVKAy TECH LTD. 

R. G. SUDHEER 
SEOffTARy 

23rd February 1989 
New Delhi 


4. Indicate whether the proposal relates to the esta¬ 
blishment of a new undertaking or a new unit/ 
division 


3. Management struaure of the Applicant organisation : 
Directors, including managing/wholctime directors 
and Manager, If any 








When the domestic credit (D) is reduced 
by 3 per cent in 1980, TB improves by S.26 
per cent. A decline in D leads to a reduc¬ 
tion in money supply and consequently to 
lowering prices. For a given amount of real 
money balance demand, this reduction in 
real mtmey supply leads to increase in 
RMBDIF. Consequent to a reduction in D, 
WP declines by 1.92 per cent in the year of 
shock and adjusts in subsequent years and 
hence demand for real balances declines in 
the following years resulting in decline in 
RMBDIF. Hence these two effects produce 
a deterioration in the TB. in subsequent 
years. * 

Comparing the effects of a reduction in 
D and a devaluation, this exercise exhibits 
clearly that to achieve an improvement in TB 
is the best choice avaiiable. Improvement in 
BP may be less pronounced under this alter¬ 
native. But when CUB improves, resulting 
t in outflow of capital, which reduces the ex¬ 
ternal debt outstanding, the effect on BP is 
bound to be less. Further, under this alter¬ 
native, the impact on the domestic inflation 
is almost half (1.33 per cent) of other alter¬ 
native, viz. devaluation. Hence from price 
stability point of view also, domestic credit 
control produces good effects and hence 
should be preferred. This exercise indicates 
dearly that under given price elasticities of 
trade flows, liquidity effects of devaluation 
can surpass the price effects and hence 
weaken the CUB. Hence devaluation is not 
a solution to solve BP crisis, even in the short 
period. 

V 

Policy Implications 

The above analysis clearly indicates that 
monetary disequilibrium factor influences 
a significantly the balance of payments. One 
^ important lacunae in the MBOP is that it 
does not recognise the relationship between 
monetary and fiscal polides. “Nearly all 
adherents to the monetary approach view 
monetary policy as active and fiscal policy 


as passive. Therefore they ignore the fiscal 
aspect of creating domestic credit” [Kreinin 
and Officer, 1978, p 11). It has been argued 
that for the U K, fiscal policy is the active 
partner, while monetary policy passively ad¬ 
just to cover that part of the government 
deficit not financed by sales of government 
securities to the private sector [Akhtar, Put¬ 
nam and Wilford, 1979]. 

In order to test the impact of fiscal policy 
on monetary policy, particularly on 
monetary disequilibrium faaor (RMBDIF), 
we estimated an equation where RMBDIF 
was explained in terms of changes in the 
Reserve Bank credit to the government 
(DRBCG) and changes in the Reserve Bank 
credit to the commercial sector (DRBCC), 
where DRBCG represents the budget deficit. 
This equation suggests that RMBDIF is 
mainly influenced by DRBCG, as the ab¬ 
solute value of the coefficient is significantly 
higher as compared with DRBCC. The 
negative coefficients of DRBCG and 
DRBCC are fully justified, as increasing 
value of these variables will lead to higher 
money supply and lower RMBDIF. 

RMBDIF = 1.236 + 0.7264 DRBCG -i- 
(3.27) 

0.1378 DRBCC 

(2.14) 

R^ = 0.73 DW = 1.92 F = 18.67 

Tliis equation suggests that the Reserve 
Bank cr^it to the government, which 
represents budget deficit, is a significant 
factor in influencing the monetary dis¬ 
equilibrium factor, in the previous section, 
we have proved that the monetary disequili¬ 
brium factor significantly influences the 
balance of payments. Hence, to reduce the 
impact of monetary disequilibrium factor on 
the balance of payments. Reserve Bank 
credit to the government should be reduced, 
which implies either budget deficit should 
be reduced or RBI financing of the budget 
deficits should be curtailed. The latter point 
goes strongly in favour of monetary tar¬ 
geting. This goes well with an important sug¬ 


gestion of ‘the Committee to Review the 
Working of Monetary Systems in India*. This 
exercise comes out with a solution that to 
attain sustainable balance of payments and 
to reduce its fluctuation, monetary dis¬ 
equilibrium factor should be controlled 
through monetary targeting. Thus the 
monetary targeting is a solution not only to 
attain internal stability but also external 
stability. 

COM'I l ■SION'> 

In this papci, an attempt is made to test! 
whether disequilibrium in the domestic 
inonev market cserts any influence on the 
balance of payments of India, during the 
period 1968-85. This has been done along 
the lines of monetary approach to the 
balance ol payments (MBOP) as developed 
by Johnson and Mundell. The reserve flow 
and sieiihsaiiim equations arc estimated and 
the direction of causation between domestic 
credit and foreign exchange reserves is iden¬ 
tified with Granger and Sims causality tests. 
Having developed a comprehensive econo¬ 
metric model for India's balance of pay¬ 
ments, an attempt has also been made to 
compaie the elasticity and monetary ap¬ 
proaches in solving the balance of payment 
problems for India, which assumes more im¬ 
portance in recent years in India's economic 
planning. The following conclusions emerge 
from the study. 

(a) In the estimated reserve flow equation, 
the coefficient ol rate ol growth of domestic 
assets of the RBI is significant and little 
higher than I, which confirms the view of 
MBOP. But in the estimated sterilisation 
equation, the coefficient of the rate of 
growth of net loreign as.sets is 0..3271 and 
this IS statistically significant. The MBOP 
suggests a value ol 0 foi this coefficient as 
the causation is Irom A log D to A log R 
and not otherwise, lo test this, we used 
Granger and Sims caii.sahty tests. They in¬ 
dicate that (i) theie is a strong causality from 
A log D to A log R as the l-'-valuc is signifi¬ 
cant, I c, an exogenous change in domestic 
credit causes a more than proportionate 
change in intei national reserves, (ii) a weak 
causal relationship exists in the direction of 
causation from A log R to A log D. This in¬ 
dicates that either the central bank actively 
sterilises the impact of foreign exchange 
reserve changes on the domestic money 
supply or the commercial banks borrow 
from the central bank when met with 
outflow of international reserves, so as to 
prevent fluctuations in the domestic credit 
extended by them. 

(b) Monetary disequilibrium factor, 
(RMBDIF) which indicates the flow of ex¬ 
cess demand of real balances was estimated 
and its impact on different components of 
the balance of payments was tested. It is 
established that RMBDIF significantly in¬ 
fluences BP. 

the above two branches of analysis in¬ 
dicate clearly that disequilibrium in the 
domestic money market significantly in- 


Table 4: Dynamic Multipliers 


(Per Cent) 


Mfear 

Dade 

Balance 

Current 

Account 

Balance 

Net Capital 
Flow 

Tbtal BP 

Wholesale 

Price 

RMBDIF 

A) R Increased by 10 per cent in 1980 
1980 -1-5.47 -E 36.07 

-50.0 

-1-33.50 

-bl.94 

+ 23.41 

81 

-3.72 

-13.29 

-L 32.63 

- 9.71 

b^l.01 

-18.62 

82 

-i.n 

-16.64 

-1-44.68 

- 9.59 

-bO.68 

- 2.70 

83 

-I-0A5 

-1- 0.97 

- 0.57 

-1- 1.59 

-0.22 

+ 6.25 

84 

-t-0.58 

+ 1.01 

- 0.45 

+ 6.73 

-0.40 

+ 5.71 

85 

■lO.53 

+ 0.80 

- 0.35 

+ 3.69 

-0.31 

+ 8.02 

Ibtal 

•fO.58 

-1- 8.92 

-1-25.94 

-1-26.21 

-b2.70 

+22.02 

B) D Reduced by 3 per cent in 1980 
1980 -kSM -1-31.65 

-22.50 

-b 20.08 

-1.92 

+ 13.08 

81 

-1-0.46 

-f 2.36 

- 4.66 

-b 2.01 

-0.25 

- 6.17 

82 

-0.84 

- 4.09 

-1-12.77 

- 2J4 

-bO.14 

- 2.70 

83 

-1.53 

- 3.85 

+ 2.08 

- 7.14 

-bO.75 

-10.42 

84 

-1.37 

- 2.50- 

-1- 0.96 

- 4.96 

-bl.21 

- 5.71 

85 

-0A4 

- 1.07 

-b 0.42 

- 4.64 

-bl.42 

- 2.01 

Ibtal 

-t-1.34 

22.50 

-10.93 

•b 4.89 

-bl.35 

-13.93 
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Huences the balance of payments. On fur¬ 
ther analysis, it is established that the budget 
deficit is a significant factor in influencing 
the RMBDIF. Hence to attain sustainable 
balance of payments and to reduce its fluc¬ 
tuation, monetary disequilibrium factor 
should be i.ontrollcd through reducing the 
budget dcncil, which goes strongly in favour 
of monetary targeting 
(c) The exercise indicates clearly that li¬ 
quidity effects of devaluation can surpass 
the price effects and hence weaken the cur¬ 
rent account balance Thus, n ic proved that 
devaluation is not a solution to solve halancc 
of payment crisis, even in the shon period. 
Comparing the effects o! devaluation and 
reduction in domestic credit, the latter pro¬ 
duces a desirable improvement in iW cur¬ 
rent account balance, even from price stabili¬ 
ty point of view, domestic credit control is 
proved to be very effective than devaluation. 
[This work was done when the author was a 
visiting scholar ai the Economics Department, 
University of Pennsylvania (USA). The views 
expressed in this paper are of the author and 
not of the institution to which he is attached. 
He is indebted to Lawrence R Klein and 
C Rangarvan for the encouragement and 
guidance given in the preparation of this paper. 
He is grateful to M I Blejer, Mohsin S Khan, 
A \%sudevan (International Monetary Fund, 
Washington), Alben Ando and Peter Polly 
(University of Pennsylvania), Kama Marwah 
(Carlton University) and M J M Rao (Bombay 
University) for offering valuable comments on 
an earlier draft.] 
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DISCUSSION 


‘Socialism in One Country* 

Siikla Sen 


THIS is in response to some of the issues 
raised Khagen Das (£'PU', June 18,1988), 
which is again a rejoinder ot siirts to Achin 
Vanaik’s, ‘Continuity and Change in Soviet 
Foreign Policy undei Gorbachev’ (CPW, 
March 12). 

Here, it would be worthwhile to note that 
Vanaik <n his article, as the caption sugge¬ 
sts, has in the main dealt with the actual 
significance .tiid the broad implications of 
Gorbachev’s foreign policy, its organic 
relation with ho domestic policy and its 
(negative) impact on the international strug¬ 
gle for socialism. Das, on the other hand, 
IS exclusively concerned with only one part 
of Vanaik’s assertion, that there is a clearly 
discernible continuum from Stalin to 
Gorbachev and the theory and practice of 
‘socialism in one country* constitutes the 
basis of this continuum and also the land¬ 
mark in the evolution of the Soviet foreign 
policy which signifies a clear break c: dis¬ 
junction between revolutionary Marxism as 
chaiflpioned by Lenin and the subsequent 
narrow nationalist/bureaucraiic distortions 
as perpetrated by Stalin and the later day 
leaders of the Soviet state. 

Das has joined issue with Vanaik with the 
clearly spelt out objective of exonerating 
Stalin and the Stalinist policy of ‘.socialism 
in one country*. The main pieniise of Das’s 
thesis is as follows; Stalin proclaims that 
“Leninism is Marxism of the era of imperia¬ 
lism and proletarian revolution”. Thus, bv 
anointing Lenin, albeit po.sthumousiy, as the 
true prophet of Marxism, a.s against the false 
ones of the Second International, through 
this and such other similar pronouncements, 
Stalin establishes himself as the true disciple 
of Lenin—the true Leninist. And thereby the 
complete identity between lenin and Staliii, 
the master and the disciple, in terms of 
ideology and politics, naturally follows. The 
other subsidiary but more specific argu¬ 
ments are (1) Both Lenin and Stalin were 
highly concerned about international pro¬ 
letarian revolution (as brought out by Stalin’s 
numerous utterances) and therefore, both 
were true intemationlists. (2) Both Lenin and 
Stalin were committed to ‘socialism in one 
country’. (3) Under Stalin’s leadership 
revolutionary movements all across the globe 
received bountiful aid and assistance (over 
and above the great moral impetus provided 
by the continued existence of the Soviet 
state) from the USSR and thereby Vanaik’s 
assertion that the Comintern in Stalin’s time 
became a straightforward tool whose prima¬ 
ry purpose was to ensure that the other com¬ 
munist parties outside the USSR acted at the 
behest of Kremlin in the pursuit of Russia’s 
national security as defined by USSR’s 
ruling elite is automatically falsified. More 


so, as bec3u.se Mao Zedong himself has 
Issued injunction to this effect. (4! The cur- 
len' distortion in the Soviet torcign policy, 
the purstiance of peaceful co-existence as a 
strategy, is noi m fact the outcome of 
‘socialism in one country’ but rather the 
result ot its rejes'tion and consequent 
‘capitalist restoration' in Soviet Russia. 
(5) Finally, critics of Stalin are all essentially 
enemies of Marxism and thereby right 
reactionaries. 

There is nothing new or original about 
Das's arguments, and all his major argu¬ 
ments have been very exhaustively dealt with 
competently in the past. Here, we do not, 
howWr propose to take up the Stalin issue 
in general; nor do we aim at examining the 
issues taken up in any exhaustive manner 
We restrict ourselves to the more important 
points raised by Das, examine the issues in 
brief. 

The legiiimisation of Stalin’s ascendancy 
to and retention and exercise of power sub¬ 
sequent to Lenin’s death rests almost exclusi¬ 
vely on the creation (and extremely careful 
development) ol a ‘Lenin’s cult’. For, without 
the ‘lenin’s cult’ there could have been no 
‘Stalin cult’ either. 

The creation of this cult, to be sure, ivas 
essentially a post-Lenin phenomenon. The 
deposition of Lenin’s embalmed corpse in 
the Lenin Mausoleum at the Red Square in 
Moscow, in the face of his wife’s vigorous 
protests and the indignation of many Bol¬ 
shevik intellectuals was probably the first 
major step in the prtKcss of creation of this 
cult. This groteque act, the implications of 
which were scarcely understood at that time, 
did also undoubtedly signify an extremely 
tragic, though for the present only symbolic, 
surrender of Marxist traditions, born out of 
the long lineage of European enlightenment 
and rationtdism, at the feet of strange pagan 
rites, a form of bizarre idolatry, emanating 
straight from the dark medieval ages. 

Stalin’s natural predilections as the 
promoter of this metamorphosis has been 
quite lucidly brought out by the historian 
E H Carr. 

All the original Bolshevik leaders, except 
Stalin, were in a sense the heirs or products 
cf Russian intelligentsia, and took for 
granted the premises of nineteenth-century 
western rationalism, Stalin alone was reared 
in an educational tradition which was not 
only indifferent to western ways of life and 
thought, but consciously rejected them. The 
Mvxism of the older Bolsh^ks included an 
unconscious assimilation of the western 
cultural foundations on which Marxism had 
first arisen. The fundamental assumptions 
of the enli^tenment were never questioned: 
a basis of rational argument was always 


ptevupposed Stalin'". Maixism was imposed 
on a background lotallv alien to u, and 
acquired ihe character of a formalistic creed 
rather than of an intellectual conviction. The 
former seminarist was predisposed to regard 
faith as a more important virtue than 
rea.son ' 

But again, Deutscher is probably even 
more effective m highlighting this particular 
aspect of Stalin’s natural predisposition and 
upbringing. To buttress his points, goes on 
to quote at length from the speech delivered 
on .lanuarv 26. five days after l.enin’.s death 
and published in Ihe Pravda, the next day. 
Here we will cite only a few short exce.rpts: 

In leaving us. Comrade Ienin ordained us 
to hold high and keep pure the great title of 
member of the party W’e vow to thee. Com¬ 
rade Lenin, lhal we shall honourably fulfill 
this thy commandment 

In leaving us. Comrade Lenin ordained us 
to guard the unity of our party like the apple 
of our eye. We \ow to thee. Comrade lyenin, 
that wc shall fulfill honourably this thy com- 
mandmen,, too 

In leas mg us, Comrade l-emn ordained us 
to guard and strengthen the dictatorship of 
Ihe proletariat. . 

In leaving us, Comrade lenin ordained us 
to keep laith with the principles of the Com¬ 
munist International. We vow to thee. Com¬ 
rade Lenin, that we shall not spare our lives 
in Ihe endeavour to strengthen and broaden 
the alliance of the workers of the whole 
world—the Cotfniunist International.^ 
l.ucio Colletti quite rightly observes that 
“these lines from Stalin’s famous speech at 
the 11th Congress of the .Soviets (January 
26, 1924) measure the abyss of centuries, 
centuries that witnessed Galileo, Newton, 
Voltaire and Kant—separating the language 
and mentality from that of Marx and Lenin. 
The tone of this ‘oath’ laden with liturgical 
solemnity, in which Stalin poses as the ear¬ 
thly vicar and the executor of the last 
defunct god, allows us more easily to under¬ 
stand certain connections than would any 
amount of analysis”.^ 

Here, in this regard, one can probably only 
add, that any random selection from Lenin’s 
own numerous writings on Marx and his 
contributions would most vividly reveal the 
unbridgeable gulf that separates him from 
the ‘Leninism’ as constructed by Stalin and 
his followers. So, it is not for nothing that 
Deutscher notes, “that the Leninist cult, and 
in particular his (i e, Stalin’s) half religious 
oath, .sounded like a mockery of real 
Lenin”.^ 

The essence of Vnilt of Lenin’ is that Lenin 
is the true successor of Karl Marx in the 
epoch of imperialism. Thereby he is infal¬ 
lible and unassailable and only the person, 
who has proved his unquestionable loyalty 
and shown unbounded devotion to Lenin, 
the great master, is his true disciple and can 
become his legitimate successor. And once 
he earns the Lenin mantle for himself, all 
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|kesti|e «td power hitherto luppoi^y 
enjoyed by Lenin, now becomes his legiti¬ 
mate due. And whoever (whether IVotsky or 
Rosa Luxemburg) questioned Lenin’s wis¬ 
dom (his divine authority) at any point of 
time, or, still worse, publicly clashed with 
him cannot be anything but the devil’s direct 
disciple (i e, German or any other imperialist 
agent) fit to be only physically exterminated. 

This construction which was built bit by 
bit over a long period and which is ot course 
never presented in such a clear cut and 
unambiguous terms foi the obvious sell- 
contradictory compulsiotis of paying 
obeisance to the Marxist orthodoxy, does 
nevertheless constitute the very essence of 
‘cult of Lenin’ (and subsequently of Stalin) 
as revealed by the actual course of hi.story 
of post lenin Russia (particularly the power 
struggle culminating in Stalin’s ascendancy 
to power). And this ‘cull of Lenin’ signifies 
the decisive break with the Lenin era, the era 
epitomising revolutionary Marxism (which 
recognises neither any ‘master’ nor any 
‘successor’) under extremely unfavourable 
conditions, conditions which were rooted in 
the fact of extreme economic and cultural 
backwardness of post-revolutionary Russia 
encircled by a ring of hostile imperialist 
capitalist states. The strong and widespread 
appeal of this cultist perception did, 
however, reflect and synchronise with its 
backwardness combined with a sense of 
frustration arising out of the failure of 
keenly expected German revolution. But the 
appeal of the cultist perception was by no 
means restricted within the Russian frontiers 
(the underlying reasons for which are beyond 
the scope of the present discussion) and 
turned out to be far more universal and also 
long lasting. 

Finally, it would, however, be interesting 
to note that Stalin could have not established 
himself as 'the true disciple’ even in terms 
of the foregoing construction, had he not 
been able to manipulate suppression of ‘the 
great master’s’ last assessment of him con¬ 
taining severe indictment. 

On December 22, 1922 Lenin observes 
about Stalin (and TVotsky) in the following 
manner; 

Comrade Stalin, having become general 
secretary, has concentrated an enormous 
power in his hands; and I am not sure that 
he always knows how to use that power with 
sufTicient caution. On the other hand Com¬ 
rade Tfotsky. as was proved by his struggle 
against the central committee in connection 
with the question of the People’s Commissa' 
rial of Communications, is distinguished not 
only by his exceptional abilities—he is, to be 
sure, the most able man in the present 
committee—but also by his loo far-reaching 
self confidence and a disposition to be too 
much atiraaed by ’’-e purely administrative 
side of affairs.’ 

Fbur days later, on January 4,1923 he fur¬ 
ther adds, “Stalin is too rude, and this fault, 
entirely supportable in relations among us 
^mmunists becomes insupportable in the 
office of general secretary. Therefore; I pro¬ 


per to the comivdes to find a to Kmove- 

Stalin from that position and appoint to it 
another man who in aU respects Offers from 
Stalin only in superiority—namely, more pa¬ 
tient, more loyal, more polite and more at¬ 
tentive to comrades, less capricious, etc"*’ 
The Stalinist assertion that Lenin himself 
was the founding father of the theory of 
‘socialism in one country’ has been 
thoroughly demolished by several writers, 
but perhaps most mercilessly by IVotsky 
himself through an extremely exhaustive and 
painstaking scrutiny of Lsnin’s recorded 
positions.’ Here, we ourselves do not pro¬ 
pose to go into a detailed textual examina¬ 
tion of Lenin’s position. Vie will rather note 
Stalin’s own assessment of the issue as late 
as in April 1924 i e, three months after 
Icnin’s death. 

To overthrow the bourgeoisie the efforts of 
one country are sufficient; this is pioved by 
the hi.story of our revolution. For the final 
victory of socialism, for the organisation of 
socialist production, the efforts of one coun¬ 
try, particularly of a peasant country like 
Russia, are insufficient; for that, the efforts 
of the proletarians of several advanced coun¬ 
tries arc required." 

Then Stalin further goes on to add that, 
“Such, on the whole, are the characteristic 
features of the Leninist theory of the pro¬ 
letarian revolution!’* 

No amount of subsequent ideological 
somersault and even grotesque distortion of 
history can negate the absolute validity of 
the foregoing summarisation of Lenin’s posi¬ 
tion on ‘socialism in one country’. 

The essence of Lenin’s position, which 
combines (i) the realisation of critical 
dependence of Russian socialism on the suc¬ 
cess of revolutions outside its border, (ii) the 
visualisation of the Russian revolution as an 
integral part of the long drawnout process 
of world socialist revolution and, (iii) a basic 
optimism in the possibility of such revolu¬ 
tion actually materialising, is quite excellent¬ 
ly expressed in the following words, written 
in August, 1918. 

We are now, as it were in a besieged for¬ 
tress, waiting for the other detachments of 
the world socialist revolution to come to our 
relief. These detachments exist, they are more 
numerous than ours, they are maturing, 
growing, gaining more strength the longer the 
brutalities of imperialism continue... slowly 
but surely the workers are adopting com¬ 
munist, Bolshevik tactics and are marching 
towards the proletarian revolution, which 
alone is capable of saving dying culture and 
dying mankind. 

In short, we are invincible, because the 
world proletariat! revolution is invincible. 
Later in his life, when Lenin became 
seriously doubtful about the possibility of 
European revolution in the near future, when 
he ruefully observed (in March, 1923), that 
“at the present time we are confronted with 
the question—shall we be able to hold on 
with our small and very small peasant pro¬ 
duction, and in our present state of ruin. 


until the west cip^dWt' f 

ries consummate their developments lowaids 
socialism?”. He eventually turns his gaze to 
the revolutionary possibilities in the East. 

In the last analysis, the outcome of the 
struggle will be determined by the fact that 
Russia, India, China, etc, account for the 
overwhelming majority of the population of 
the globe. And during the past few years it 
is this majority that has been drawn into the 
struggle for emancipation with extraordinary 
rapidity, so that in this respect there cannot 
be the slightest doubt what the final outcome 
of the world struggle will be. In this sense, 
the complete viaory of socialism is fully and 
absolutely assured." 

The doctrine of ‘socialism in one coun¬ 
try’ i e, the assertion of self-sufficiency of 
Russian socialism vis-a-vis world proletarian 
revolution was undoubtedly a ‘nationalist’ 
perversion of Marxist ‘internationalism’ 
which, however, responded perfectly well to 
the popular mood, in post-Lenin Russia, 
defined by cultural backwardness mixed with 
a sense of national pride and a growing sense 
of despondency born out of failures of revo¬ 
lutionary possibilities, one after another, 
outside the Russian frontiers. 

Stalin (for a considerable period aided by 
Bukharin) was the key ideologue of this doc¬ 
trine. The major milestones in the evolution 
of this doctrine (and its principal mentor) 
can be identified as follows: 

(i) Till April 1924, Stalin takes a tradi¬ 
tional Leninist position on this issue and 
recognises that “for the final victory of 
socialism, for the organisation of socialist 
production, the efforts of one country, par¬ 
ticularly of a peasant country like Rus.sia are 
insufficient; for that, the efforts of the pro¬ 
letarians of several countries are required”. 

(ii) On December 17, 1924, in an article 
‘October and Comrade TVotsky’s Theory of 
Permanent Revolution’, which was sub¬ 
sequently renamed as ‘The October Revolu¬ 
tion And The Thctics of The Russian Com¬ 
munists’ and reappeared in January 1925 as 
the introduction to a collection of Stalin’s 
speeches and articles captioned as ‘On the 
way to October’, for the first time; the earth- 
shaking discovery was made.'^ 

Hitherto only one aspect of the theory of 
permanent revolution has usually been 
noted—lack of faith in the revolutionary 
potentialities of the peasant movement. Now, 
in fairness, this must be supplemented by 
another aspect—lack of faith in the strength 
and capacity of the proletariat in Russia.*’ 
This is how Fernando Claudin notes this 
act of ideological coup. 

From the end of 1924 onwards however, in 
the context of the fiidtt against liotskyist op¬ 
position. Sulin began to revise the interna¬ 
tional character of the socialist revolution 
and to put forward as a possibility the idea 
that so^ism might be fully achie^ widiin 
the framework of one country.'" 

Stalin, however, was 
obliged to make a super-subtle distinction 
between ‘the possibility of building a com¬ 
plete socialist society in a single country' 
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I ‘intfiiputabletnith’ 


and a 'full guarantee against the restoration 
of the old order’, which he says, required the 
vicutry of the revolution in several advanced 
countries, in other words the victory of the 
revolution on world scale’.” 


By “full guarantee against the restoration 
of the old order" and/or the “final victory 
of socialism”, Stalin, however, meant the 
elimination of the possibility of armed in¬ 
tervention by foreign capitalist/imperialist 
countries. So, “proletarian revolution in 
other countries was needed only for this, and 
not for the achievement of material pre¬ 
conditions for evolutions’”* into higher 
stage of socialism or from socialism tc 
communism. 


So it is in 1924-25, a doctrine is for¬ 
mulated, which is to be soon adopted as the 
major basis of the Soviet state policy, which 
signifies the decisive break with the revolu¬ 
tionary internationalism hitherto being 
follow^ by the revolutionary Soviet state 
(iii) In January 1934, in the Report to the 
Seventeenth Party Congress on the Work of 
the CPSU(B). Stalin declares that: 
lb sum up, we have: 

(a) A mighty advance in production both 
in industry and in the main branches of 
agriculture. 

(b) The final victory, on the basis of this 
advance, of the socialist system of economy 
over the capitalist system both in industry 
and in agriculture.”' 

So, the “final victory of socialism” in 
Russia, without a single revolution taking 
place, outside its border, no longer remains 
in the realm of possibility but becomes an 
actual fact of life. Here, it would, however, 
be quite interesting to note the broad 
outlines of the foreign policy framework of 
the state where socialism has become com¬ 
pletely victorious. 

In the midst of this eve-of-war (i e, the 
Second World War) frenzy which has af¬ 
fected a number of countries, the USSR dur¬ 
ing these years has stood firmly and un- 
shakably by its position of peace. 

What did the USSR rely on this difficult 
and complicated struggle for peace? 

(a) On its growing economic and political 
might. 

(b) On the moral support of the vast 
masses of the working class of all countries, 
who ate vitally interested in the preservation 
of peace. 

(c) On the prudence of those countries, 
which for one motive or another are not 
disturbing the peace, and which want to 
develop trade rations with such a punctual 
client as the USSR. 

(d) Firully on our glorious army, which 
stands ready to defend our country against 
assaults from without.'* 

Stalin further clarifies; 

Our foreign policy is cl«u. It is a policy of 
preserving peace and strengthening trade 
relations with all countries... Those who 
want peace and seek business relations with 
us will always have our support 


The point is still further ctarined in the 
following manner; 

Some German politicians say that (he 
USSR has now taken an orientation towards 
France and Poland; .. .that is not true. Of 
course, we are far from being enthusiastic 
about the fascist regime in Germany. But it 
is not a question of fascism here, if only for 
the reason that fascism in Italy, for exam¬ 
ple, has not prevented the USSR from esu- 
blishing the best relations with that coun¬ 
try .. We never had any orientation to¬ 
wards Germany, nor have we any orientation 
towards Poland and France. Our orientation 
in the past and our orienution at the pre¬ 
sent time is towards the USSR alone. And 
if the interests of the USSR demand rap¬ 
prochement with one country or another 
which is not interested in disturbing the 
peace, we adopt this course without 
hesitation. 

And so, he continues. 

There cannot be any doubt that the 
restoration of normal relations between the 
USSR and the United States of America is' 
of very great significance for the whole 
system of international relations. The point 
is not only that it improves the chance of 
preserving peace, improves the relations 
between the two countries, strengthens trade 
connections between them and creates a basis 
for mutual collaboration. The point is £hat 
it forms a landmark between the old 
position, when in various countries the US 
was regarded as the bulwark for all sorts of 
anti-Soviet trends, and the new position, 
when the bulwark has been voluntarily 
removed, to the mutual advantage of both.'* 
Any explanatory comment on such a 
shamelessly cynical exposition of the goals 
and objectives of the foreign policy of the 
USSR by the Great Leader himself, cannot 
be anything but absolutely superfluous. 

“Down to Lenin's ueain and even down 
to the Fifth Congress of the Comintern, held 
soon after that event, although a very im¬ 
portant role was allotted to consolidating the 
dictatorship of the proletariat in the USSR 
as the first political, economic and military 
state-base of the world revolution, never¬ 
theless the role remained subordinate to the 
struggle being waged by the proletariat in 
the advanced countries. This was the logical 
conclusion to draw from the idea of Marx 
and Lenin, according to which socialist 
society could not be fully realised except on 
the basis of a victory of the revolution in the 
economically most advanced areas of the 
world. Neither the Russian revolutions nor 
the revolutions of the peoples oppressed by 
imperialism could serve, despite their im¬ 
mense importance, as more than ‘preludes’ 
to the decisive step by the world revolution, 
namely, its triumph in imperialism’s vital 
centres. From the moment that it is accepted 
that complete construction of socialism is 
possible in a country of the size, population 
and potential resources of the USSR, the en¬ 
tire prospect of the world revolution is 
altered!’® 

In keeping with this altered prospect. 


“D Z Maiinuisky, the CPSU spokesman 
(now (I e; in August 1950) foreign minister 
of Soviet Ukrania and Ukranian represen¬ 
tative in the UNO), in the Seventh World 
Congress of the Communist International 
declared in 1935—all key problems of this 
movement (i e, the world working class 
movement, in so far it is led by the Stalinist 
Communists), all its tactical problems 
revolve around the central axis—the rein¬ 
forcement of the USSR as the base of world 
proletarian revolution”.*' 

And 

from the moment when the building of 
socialism in the USSR was seen as the essen¬ 
tial, determining factor of the world revolu¬ 
tion. all other revolutionary movements were 
reduced objectivdy to a subordinate role, and 
it was from that angle that they had to be 
regarded in the Comintern’s strategy and tac¬ 
tics. .. (And as) the building of socialism in 
the USSR had been defined (in the Sixth 
Congress) as the essential determining fac¬ 
tor in the world revolution, it became Ipso 
facto the representative of the ‘common and 
enduring’ interests’ of the revolutionary 
movement. Ail the rest, ‘local and particular’, 
would have to be subordinated to it. As. 
however, a frank expression of this subor¬ 
dination lent itself to.attack by the enemv— 
to his ‘calumnies’, as Stalin was to say in 
1943—it was convenient to deny it.. The 
subordination recognised had to be denied 
in order that it imghi be effective.** 

It was no wonder then that “the Com¬ 
intern and, consequently, the communist 
parties had to determine their strategy and 
tactics primarily in relation to Soviet 
policy... And if the Comintern constituted 
an obstacle to a better understanding with 
Roosevelt and Churchill, the communists of 
the whole world must hail its dissolution... 
as the ideal and only solution to the problem 
of the impossibility, proved by historical a- 
perience (as the Comintern resolution claim¬ 
ed) of leading the working class movement 
of every country from an international 
centrtf’.** 

And if compulsions of a better under¬ 
standing between Stalin on the one and 
Churchill and Roosevelt on the other 
demanded the dissolution of Comintern in 
June, 1943, then after about 4 and quarter 
years in September 1947, the onset of the 
Cold War, the eventual (and inevitable) break 
down of the short-lived honeymoon (as was 
earlier the case with Hitler), necessiteted the 
reincarnation of the Comintern, albeit under 
a different name, the Cominform. 

And if signing of the Russo-German Pact 
in 1939 resulted in' the Comintern calling off 
the anti-Hitler crusade with devastating 
effect in the west, particularly in France, then 
the event of joining hands with the ‘Allies’ 
in 1941 no less drastically changed the 
character of the war, overnight, from the 
‘imperialist’ to the ‘people’s war’. And the 
effects were no less disastrous in east, in the 
colonies of the ‘democratic’ imperidists, 
particularly in India. 

But all trough these periods one thing 
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lemains unchanged and fundamental and 
that h the dictum that the 'security needs* 
of the Soviet state, as seen through the eyes 
of its severely myopic rule?, is absolutely 
synonymous with the interests of the inter¬ 
national proletariat. Any suggestion to the 
contrary is to he consldcnd an unpardon¬ 
able sacrilege.^'* 

Here it is, however, absolutely necessary 
to emphasise that the use of ‘Comintern’ 
(and subsequently ‘C'emmiorm’) s.] a tool 
for effecting tin- foteign polio pcvils and 
objectives of the USSR docs not necessarily 
preclude the possibility, under all circum¬ 
stances, the congruence of the foreign policy 
compulsions of the USSR (as perceived by 
its rulers) with the genuine interests of the 
international revolutionary movements or 
certain .spccilic segments of it 
Hence, we find K.lifijschev’s/'Brezhnev’.> 
Russia actively coming out in support of the 
Vietnamese liberation wai under the leadet 
ship of Ho Chi Minh (while Mao’s China 
exhibited large degree of vasctllation and 
that too on a progressively increasing scale). 

Seciiiidly, sti long the Soviet Union 
represents, in fundamental sense, th-; anti 
capitalist tradition of the October Revolu¬ 
tion, in however distorted m anner, it must 
continue to represent (irrespective ol Stalin’s 
collaboration with Hitler/Roosevelt or 
Gorbachev’s with Reagan) a grave and 
funamental threat to the world imperialist 
capitalist system and likewise it also c'bjci. 
lively remains a souice, a fountain-head of 
inspiration (though scvciely limited in a 
number of ways and evidently on a pro 
gressiveiy declining scale) for the nppres.sed 
of the world. 

The same formulation applies mutatis 
mutandis to the other post-revolutionary 
states as well. It also follows, t hat in the event 
of imperialist-capitalist offensive against the 
Soviet Union (or for that matter C'hina, 
Cuba, Vietnam, etc) the sympathy and 
solidarity of the workers and the toilers all 
across the globe must be unhesitatingly 
mobilised on its side.’ 

But the defence of Socialist Soviet Union 
cannot in the Marxist-Leninist view, be 
however, interpreted as blind toeing of the 
diplomatic line of the Soviet State at any 
particular moment vu-a-vis imperiaiist- 
capitaliit states surrounding it, and determin¬ 
ing the fundamental line of strategy and tac¬ 
tics vis-a-vis the capitalist ruling classes in 
mimic pursuance of that line 
Here, it is also necessary to note that even 
at its zenith of power and prestige the Com¬ 
intern (or Cominform) was never completely 
successful in snuffing out all independent 
initiatives by the individual national Com¬ 
munist parties, even in defiance (though 
usually ^y implicit and publicly denied) of 
Comintern directives. This had important 
bearing on the course of the world history. 

Here, it would be quite worthwhile to take 
note of one very interesting argument put 
forward by Das as a definitive proof of 
Stalin’s intemationaiism. That is, Mao’s 
‘defence^ of Stalin. We are really surprised 


that did it never occur to Das'tbaf Mao's 
prediction in 1939 that “Red Army will never 
disregard principles and join either of the 
imperialist war fronts’’ will sound only like 
an extremely bad joke in view of the actual 
course of history in the subsequent days. 

In March, 1939, Stalin describe Germany, 
Italy and Japan as the aggressor and Britain, 
France and the US as the non-aggressor 
states.After five and a half months, in 
August 1939 Stalin joins hands with Hitler, 
a non-aggression pact and a 'secret addi¬ 
tional protocol’ is signed, as per the provi¬ 
sions of which the Red Army invades and 
annexes the eastern half of Poland while the 
other half is grabbed by Hitler. Then comes 
the turn of Finland. At the end of a mqte 
than a three month long campaign Finland 
is ntially overrun in March 1941. Then t'ne 
Russian frontier further expands to include 
Fstonia, Latvia and Lithuania ttirough the 
armed might oi the Red Army. In April 
1941, Statin concludes a pact of neutrality 
with Japan. After being attacked by Fliller 
in June 1941 joins hands with the 'Allies’ and 
consequently in Jut?e 1943, the Third Inter¬ 
national founded by Lenin is most un¬ 
ceremoniously dissolved in order to ensure 
better understanding with Churchill and 
Roo»evelt (over the divisions of the prospec¬ 
tive spoils of the imperialist war).^^ 

More than half a century has elapsed since 
the days of the Moscow Trials, through 
which Stalin exterminted all the members of 
l.enin’s Politburo (except of course himself 
and his main adversary and the principal 
accused TVotsky, who was in exile and was 
subsequently murdered in 1940) on the 
charge of acting as agents ol foreign powers 
(Britain, France. Japan and Germany) from 
the earliest days of the revolution, without 
producing even a shred of documentary 
evidence. Hardly a murmur of protest was 
raised in the international Communist 
circles, in those days. Today, it is Stalin, who 
IS in the dock. It is Stalin, who is being 
charged with playing a major contributory 
role in the rise of Hitler and Nazism in 
Germany and is being accused of murder¬ 
ing more Communists than what Hitler and 
Mussolini could do, both taken together. 

If, there are anti-Stalinists on the right, 
then there are ami-Staiinists on the left as 
well. And there are anti-Stalinists also on the 
revolutionary left, committed to the cause 
of world proletarian revolution and to that 
end, engaged in the serious struggle for 
liberating the rationalist and revolutionary— 
the critical— revolutionary—essence of 
’classical’ Marxism from under the debris of 
Stalinism. 
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The controversies the Ninth Finance Commission’s first report has 
generated suiprisingly centre around some relatively minor changes 
introduced by the commission rather than the more important 
issue of its continuance of the discredited gap-filling approach. 673 

Wrong Choice 

The high degree of variability of Indian exports to USSR is viewed with 
concern in both private and government circles. This perceived 
instability arises primarily out of an infelicitous choice of export 
product lines rather than any unfavourable treatment accorded by 
the USSR to Indian exports. 687 


Soviet Tensiona 

Gorbachev’s strategy seems to 
consist in the assumption that by 
introducing instability, the 
processes that this will inevitably 
unleash will become so 
complicated that they will 
eventually become a factor for 
stability. 666 

A Legendary Leader 

The lifework of Swami 
Sahjanand, the leader of the 
Bihar Pradesh Kisan Sabha, by far 
the most vigorous such 
organisation in colonial India, 
did weaken feudalism by 
eliminating xamindari. But it did 
not end the dominant position of 
the upper castes. A centenary 
assessment. 661 

Savings for What? 

If savings are merely to be used by 
the government wastefully, then 
why extract an increased rate of 
savings from the informal sector 
which already suffers from low 
consumption standards? 652 

A ‘Hindu' Show 

The Kumbh Mela was a made-to- 
order venue for the Vishwa Hindu 
Parishad to assert again with 
renewed vigour the Hindu 
Nation concept. 658 

Conditional Alliances 

While the compulsions of practical 
politics do not leave the Left with 
any other option but to ally with 
non-communist forces, it should 
not lead them to overlook the 
miiichievous activities of such 
allies. 655 

Moving lip 

Despite the bumper harvest, the 
upward pressure on prices of 
essentia', consumer items 
has not let up. 659 


A Gift Horse 

Having passed a constitutional 
amendment raising the monetary 
ceiling for the profession tax, the 
central government has now 
announced that the amount of the 
profession tax would be deductible 
for calculating income 
tax. In other words, if the states 
try to collect some extra revenue 
Irom profession tax, then their 
receipts from income tax 
will eo down. 651 

Politics of Vananchal 
Behind the BJP’s demand for a 
separate state of Vananchal is the 
threat the party perceives to its 
‘strong base* in the region in the 
wake of a renewal of the 
Jharkhand movonent. 656 . 

No Blasphemy, This 

Only one strand of Rushdie’s novel 
intertwining nine stories, concerns 
the Prophet Mohamed directly. 
Throughout, it is the Prophet’s 
singularity which is stressed, his 
refusal to compromise despite the 
hostility with which he was 
often surrounded. 668 

Pension Pay-off 

Companies have been 
manipulating approved 
superannuation funds that they 
have been allowed to accumulate 
for the purpose of paying pensions 
in such a way as to benefit a 
few at the cost of 
the many. Mg 

‘Developing' Tribals 

The National Committee on 
Development of Backward Areas 
has recommended individualisation 
of communal ownership in the 
north-east for the sake of 
‘progress'. But this is creating neo- 
feudat rights where such rights did 
not exist or existed only in 
incipient form. 69S 




iXtters to emtchi 

IPkF Actions 

IT is with a deep sense of giief that we 
observe the deaths of students Sathasivam 
Jeganathan (first year Science) and 
Thanabalasingham Satyendra tfirst year. 
Medicine) who died when the IPKF fired 
upon student protestors on February 2 at 
II am. Ten others were injured in the in¬ 
cident which look place a few yards from 
the university. The peaceful protestors 
who included girls were first beaten up by 
soldiers who then threw stones at retreat¬ 
ing protestors. The soldiers opened fire 
when a couple of students returned the 
stones. 

The students had decided on an hour’s 
sit-in to protest the IPKF’s firing at 
students inside the university the previous 
evening. The soldiers in pursuit of a youth 
had opened fire at random from the main 
entrance immediately upon arrival. 
Several .students escaped narrowly while 
one was injured in the leg. There had been 
no provocation from inside the universi¬ 
ty. It is ironical that the world’s largest 
democracy and its peace keeping force 
could only duplicate the actions of 
regimes it condemns with verba) gusto. In¬ 
dia has been amongst those vocally pro¬ 
testing the deaths caused to Palestinian 
demonstrators due to shooting by the 
Israeli army. 

It is our routine experience that after 
such an incident the IPKF comes out with 
ad hoc technical reasons to explain why 
unarmed civilians were responsible for 
their own fate. Proximity to an army camp 
was given as one this time. We do not wish 
to discuss technicalities on such a tragic 
occasion. But we wish to observe three 
things. 

I hese incidents are part of a pattern of 
atrocities against civilians by the IPKF 
and its associates, which besides indivi¬ 
dual murders and collective heatings, in¬ 
clude the incident at the Cathedral at 
St Patricks where the 17-year-old orgainst, 
Jude Zachcharias, was killed after 
gruesome treatment (November 26,1988) 
and the shooting of a teacher at Jaffna 
Hindu College during .school hours 
(January 26). TWo teachers were injured 
and several others were assaulted. 

The use of armed terror against 
unarmed civilian:,, whatever the provoca¬ 
tion, and the use of institiitiotial force 
agaimst defenceless n livid uats, is more 
chan cowardice; it is a lorm of barbarism 
contrary to all the ideals of civilised 
humanity and those of the Indian 
freedom movement. 

We assert that the following are resorted 
to by the IPKF on a routine basis despin 
repeated protests; (1) Undisciplined and 


unjustified use of weaponry against 
civilians; (2) Beating of civilians found in 
the vicinity of an incident without respect 
for age and sometimes, even of sex; 
0) Torture of detainees. The torture is 
often so gruesome, that a large numbCT 
of innocent persons have disappeared; 
(4) Wanton destruction of civilian proper¬ 
ty after an incident. In recent times there 
have also been a number of instances of 
shelling into civilian areas. We demand an 
impartial judicial inquiry into all violence 
against civilians. 

(jiven the critical state of our 
community, it is very crucial that the 
university should discharge its functions 
without interruption. It is the only institu¬ 
tion that is now in a position to voice the 
intcrest.s, not just those of the students, 
but of the entire community. We request 
all those forces which claim to have the 
interests of the Tamils at heart, not to at¬ 
tempt to use the university for narrow 
political ends or for any other purposes. 
1ft the tragic loss of these two students 
and of many others of our brethren be a 
time of reflection and renewal. 

Co-ordinating Committee of 

Teachers, Executive Officers. 

Employees and Students, 
University of Jaffna. 

Narmada Dam: Baseless 
Statements 

OVER 2,500 Gujarati and migrant 
workers of Jai Prakash Associates at 
Sardar Sarovar Project are on strike since 
January 30, 1989 for several basic de¬ 
mands. Despite ail work at the dam site 
being nearly standstill, the contractors JP 
Associates and the government officials 
have been lying and deceiving the public 
stating that the dam work is going on 
smoothly. To the query raised by Ashok 
Bhatt, MLA in the Vidhan Sabha, the 
labour minister Manubhai Parmar has 
replied that only 150 wofkers are on strike. 
The government officials have been busy 
trying to portray thc.se workers struggling 
agatnst injustice as anti-dam people mere¬ 
ly because of the solidarity of these 
workers with the tribal oustees and the 
agitation against Official Secrets Act 
imposed in Kevadia and nearby villages 
including the workers camps. The JP 
management and its goondas in conni¬ 
vance with the police and the local of¬ 
ficials have been busy trying to smash the 
strike by assaulting workers, stopping 
rations, disconnecting water supply, 
restricting movements, etc, to thwart the 
struggle. 

On March 8, 1989 two workers, who 
had come out of the camp to a pan shop 


were assauked by the director of JP 
Associates in the presence of PSI Jadeja. 
Hearing this nearly 500 workers had 
rushed to the spot to release their col¬ 
leagues and the police resorted to firing 
in the air to disperse the workers. This in¬ 
cident was inadvertently or deliberately 
misreported in newspapers {Indian' Ex¬ 
press, March II, 1989; Times of India, 
March 12, 1989) as ‘police firing in air to 
disperse anti-Narmada demonstrators 
from Maharashtra and Madhya Pradesh. 
On the morning of March 11, 1989 near¬ 
ly 500 striking workers had staged a 
peaceful demonstration by squatting in 
front of the company gates. In the 
presence of police, officers of the com¬ 
pany, including the general manager, 
Mohan Mishra, directors, Rajendra Singh, 
Ranbir Singh, etc, resorted to stone throw¬ 
ing and attempted to run over the workers 
by a staff bus in order to disperse them. 
Many workers, including two women, 
Gandhari and Sanya were severely injured. 
The police later arrested 436 demon¬ 
strators who have been despatched to jails 
in Ahmedabad, Baroda, Bharuch, 
Rajpipla, Godhra and Chota Udaipur. 
The Driver of the bus, which was brought 
in to run over the workers has Filed a false 
complaint and the police has invoked 
several sections of IPC including attempt 
to murder. More than 700 workers are still 
in the workers camp at the dam site. 

Lok Adhikar Sangh, 
Association of Trade Unions, 
Ahmedabad, 
Vadodra Kamdar Union 
r* 
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Credit Policy 


T he nationalisation of the major commercial banks 
in 1969, though it was then so bitterly opposed by business 
and industry, was. it has been evident in retrospect, a landmark 
in the country’s capitalist development. It well and truly laid 
the foundations of the Tinancial infrastructure essential for such 
development. Without the government take-over, neither the vast 
expansion of the network of bank offices nor the manifold in¬ 
crease in the resources of the banking system would have come 
about. The case for the nationalisation of the banks was, it is 
true, formulated .somewhat differently, in terms of the need to 
icdirect the flow of the commercial banks’ loanable funds, 
hitherto preponderantly appropriated by organised trade and 
industry, to agriculture, small industry and other so-called weaker 
sections—all of which were collectively designated the ‘priority 
sector’. Some vestiges of these aspirations had survived over the 
past twenty years, though increasingly as totems. However, it 
is becoming clear that the imperatives of the shifting powei 
balance in the economy and the direction of the government’s 
own economic policies require that even in the.se forms they be 
allowed to fade out and that the banking system devote itself 
unapiologetically to the service of those who are calling the shots 
in the economy. The credit policy for the first half of the new 
financial year announced by the Reserve Bank this week marks 
explicit acknowledgement of this. 

According to the press note issued by the Reserve Bank, "the 
objective of the credit policy would be to promote more effi¬ 
cient operations of the financial system by bringing about cer¬ 
tain structural changes and introducing new instruments while 
strengthening existing instruments’’. Earlier, in October last year, 
the Reserve Bank had taken steps to dispense with the require¬ 
ment that the commercial banks’ lending arrangements for the 
very large borrowers must have its prior approval under the 
Credit Authorisation Scheme and to initiate the deregulation 
of the short-term money market. These measures have, in the 
Reserve Bank’s opinion, worked well and the latest credit policy 
announcement is intended to make for further advance in the 
same directions. Thus the Reserve Bank has decided to scrap 
the interest rate ceiling on call money. Further, those with very 
large funds need no longer be constrained by the regulations 
governing interest rates on bank deposits. The banks will now 
be allowed to offer them Certificates of Deposits (CD) for 
minimum amounts of Rs 1 crore with maturity between 91 days 
and one year. The interest rate on the CD will be freely deter¬ 
mined, naturally at levels above the rate on bank deposits of 
comparable maturity. 

The Reserve Bank has also unveiled another new instrument, 
termed Commercial Paper, for the benefit of large companies 
which are listed on the stock exchange and have a net worth of 


at least Rs 10 crore and bank finance limits of at least Rs 25 
crore. The purpose, the Reserve Bank says quite plainly, is to 
enable “highly rated corporate borrowers to diver.sify their 
sources of short-term borrowing”. In respect of the funds they 
raise through the issue of CP, these privileged borrowers will 
be subject neither to the interest rate regulations on bank ad¬ 
vances nor to such control over the end use of funds borrowed 
from banks as may still survive. CP would be issued in multiples 
of Rs 25 lakh subject to the minimum sire of an issue being 
Rs I crore and the maturity period would range from 91 days 
to 6 months. The discount rate on CP would be left to be deter¬ 
mined by the market. Commercial Paper will, of course, be 
altogether different from commercial bills linked to genuine tran¬ 
sactions. Despite the urgings of numerous committees, the 
Reserve Bank has over the years failed completely to enforce 
the discipline of regular commercial bills on the larger borrowers. 
Now, with the introduction of CP, the monetary authorities have 
moved further in the opposite direction: they are throwing the 
doors open for the larger borrowers to thumb their noses at 
whatever discipline may still be implicit in the commercial bank's’ 
normal lending arrangements. The logic of the abolition of the 
Credit Authorisation Scheme has been carried forward. 

It is unnecessary perhaps to labour the point that the Reserve 
Bank’s monetary policy changes selectively favour the biggest 
and the most powerful segments ol business and industry. That, 
after all, is their explicitly stated purpose and, further, given the 
government’s current economic-political norms and priorities, 
such selectivity is evidently deemed not just acceptable but 
necessary and desirable. There is, however, another aspect of 
the matter which the Reserve Bank and the government cannot 
afford to ignore altogether. They cannot be impervious to the 
ineed to maintain some semblance of macroeconomic balance 
in the monetary sphere in a situation where inflationary pressures 
are at best only just below the surface, the government’s once- 
abundant foodgrain .stocks have dwindled to dangerously low 
levels and the steadily worsening foreign exchange situation af¬ 
fords little scope for turning to imports to quell domestic infla¬ 
tion. The latitude to large indu.stry and business in regard to 
their financial operations or, to use the prevailing jargon, the 
financial disintermediation which is implied in the Reserve 
Bank’s supposed efforts to impan greater efficiency to the rinan- 
cial system is likely to make the task of managing the 
macroeconomic balance problematic to say the least. What is 
worse, in the emerging situation the brunt of the monetary 
authorities’ efforts to sustain some measure of macroeconomic 
monetary balance will increasingly fall on those segments of the 
economy and society which are outside the charmed circles of 
the CP and ihe CD. 
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THIRD WORLD DEBT 

Gimme Too! 

ON the eve of the spring l und-Bank 
meeting in Washington, the spotlight is oi 
two issues. One is the outline ot a plan 
propose^ by Nicholas Brady, the US 
secretary of the treasury, for dealing with 
the debt burden ol the heavily indebted 
countries and the other is the proposals 
for increases in IMI quotas. In the last 
few days reports of the government of 
India's approach to these issues have 
appeared in the piess The similai content 
of the reports appearing in dillerent 
new.spapcrsclcarl> indicates that they have 
been in.spited bv inlomial briefings from 
official quarters. VV’hile the Indian govern 
ment’s position on the I und quotas issue 
has been known- the quotas siiould be 
increased proportionately more for the 
I-Dt's’, need and not economic strength 
should be the criterion in deciding the sire 
of the quota mcieases and so on—its 
views on the Brady plan apisear to be 
transpaicntiy sell-seeking. This will not 
come as a surprise to those who have 
watched the pcifoitnance ol Indian 
official represeiitativcs in inletnalioiial 
forums ovei the years. 

On the Ri^dy plan, it appears, the 
Indian govcinmeni’s ^land is that all the 
debtoi countries should pet a sliaic ol the 
proposed debt wiiie oil (‘debt lorgiveness’ 
in the we.sieiii creditors’ patronising 
language) on the ground that the evclu- 
sion of countries such as India from the 
plan would amount to icwarding the pro¬ 
fligate developing countries, mostly Latin 
American one.s, who have piled up inler- 
nalionai coiiimereial botrowing in¬ 
discriminately. hurihei, the aigunient 
seems to iiin. to the extent the lesourccs 
of the internal ion j| agencies charged with 
implementing the plan, whelhci the IMF 
or the World Bank, aie divcited to back¬ 
ing up the plan, the coiinii les left out of 
the scheme would be depioed of thc.se 
resources. 

TVue, the details of the Biady plan are 
yet to be woiked out and there is no 
reason to be prematurely starry-eyed 
about it. However, the atliliide underlying 
the Indian government's stand on it would 
appear to foreclose the possibility of all 
the LDCs taking a joint position on it 
when the time comes for doing so. The 
significant aspect of the Brady plan, in the 
very broad terms in which it has been 
presented so fai, is that, foi the first time 
in proposals emanating from the western 
creditor nations, it concedes the principle 
of debt write-off. It is true that in the 
secondary markets for some time LDC 
debts have been quoted at discounts, but 
the mangnitude of (he transactions has 
been small and the focus on the need for 


joint action by the creditor countries and 
the international financial institutions has 
been missing. The Brady plan possibly 
envisages putting the official imprimatur 
on debt write-olf. 

The Indian government's harping on 
the inequity of partial write-off of the 
debt of the most heavily indebted coun- 
tiics smacks of the attitude of the rich 
countries who put the entire blame for the 
debt problem on the profligacy of the bor¬ 
rowing countries, forgetting that the 
distortions of the existing framework of 
international economic relations, which in 
other contexts the Indian government is 
quite happy to rail against, have not a lit¬ 
tle to do with the indebted countries’ 
failure to push up their exports and 
loreign exchange earnings sufficiently to 
be able to service their debt. That apart. 
It has also to be recognised that the blame 
for the debt crisis must be shared by the 
international commercial banks who, 
blinded by greed, threw caution to the 
winds and lent recklessly to countries such 
as Mexico, Brazil and Argentina. These 
countries at least have been paying the 
price ot their folly in terms of depressed 
living standards and unemployment for 
the large majority of their people but then 
lending banks have so far gone scot-free. 
Whalevei its motives- prominent among 
which undoubtedly arc containing social 
and political unrest in the US backyard 
of .Soiiili America and .safeguarding the 
captive maikets lot US exports in this 
legion—the Brady plan could, for the lirst 
time, pave the way for a less asymmetrical 
treatment of debtors and creditors in in¬ 
ternational dcbi transactions. In any case, 
the Biady plan remains to be fleshed out 
and this IS the time foi the goveinitieiil of 
India to be focu.sing attention, not on the 
manner in which the benefits of the plan 
would be eventually shared out among the 
I.DCs, but on tar more important issues 
such as the conditions that will be sought 
to be imposed on the debtor countries 
with regard to the management of thei: 
national economies as part of debt write 
off deals. 

It also seems to be lost on the Indian 
bureaucrats that by arguing for a share of 
the benefits of any debt write-off plan, 
even as they continue to assert that thanks 
to their wisdom and astuteness the coun¬ 
try faces absolutely no difficulties in 
discharging its own debt obligations, they 
are making the country a laughing stock 
of (he world. The immediate concern of 
any debt relief exercise must necessarily 
be to salvage the economies of those 
heavily indebted borrowers which are on 
the verge of collapse, politically and 
economically. Naturally therefore the 
benefit of such a plan, when it is Anally 
formulated and implemented, would go 


first to these most Vulnerable countries. 
The absurdity of the Indian position in 
demanding an immediate share in debt 
write-off is thrown into bold relief if it is 
seen in juxtaposition with what the Fund 
is proposing to do in regard to the moun¬ 
ting quota arrears of certain member 
countries. To insist on participation in the 
debt plan is akin to asking the Fund to 
include India amongst the high arrearage 
countries so that it can participate in any 
scheme that i.s devised to reduce the 
arrears! 

This is not the first time that India’s 
economic diplomats have sought to view 
major international economic issues in 
terms of crude self-inieicsi. On many 
occasions in the past when India was 
cither in debt to the Fund or was about 
to enter into negotiations foi fresh boi- 
lowings, representatives of the govern¬ 
ment of India have backtracked on pro¬ 
posals concerning reform of the inter¬ 
national monetary system on the plea that 
any forceful advocacy of the third world 
countries’ point of view at that juncture 
would put the country on the wrong side 
of the rich couniiies and the international 
financial institutions and thus come in the 
way ol It raising lesouices from these 
bodies. So inueh for the government of 
India's claims to ‘natural leadership’ of the 
ihiid woild bloc in intci national economic 
lorum.s. 

POLITICS 

Expensive Ornaments 

THE R K Dhawan affair has once again 
brought into light the casual and cavalier 
manner in which many vital decisions 
affecting the state policies are taken these 
days. An ordinance, later adopted as an 
Act of parliament, empowered the union 
government to withhold from publication 
any report of an enquiry commission, 
public knowledge of which would in the 
considered opinion of the government be 
harmful to the national interests. It was 
under the enabling provisions of this Act 
that the report of the Thakkar Commis¬ 
sion on Indira Gandhi’s assassination was 
not made available, not only to the public, 
but even to the president of the republic, 
his express request notwithstanding. 

But who exactly gave this considered 
opinion? The cabinet? No. the matter 
never came uo before the cabinet; it was 
apparently decided by the political affairs 
sub-committee of the cabinet. But it has 
now been exposed that few, if any, of the 
sub-committee members had seen or ac¬ 
tually read the report. The prime minister 
of course guided the sub-committee to this 
decision: but did he have the time or the 
inclination to wade through the presum- 
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is dttr the de^Mon was prOtwUjr made 
on the advice of some members of the 
backroom staff in the prime minister’s 
office. 

This, however, is no new revelation. For 
instance on July 6, 1974,' during Indira 
Gandhi's rule, two ordinances were pro¬ 
mulgated providing for the compulsory 
deposit of additional wages and half of 
the increments in dearness allowances. It 
then came out that the ordinances were 
the handiwork of some officials in the 
finance ministry in consultation with the 
then secretary to the PM. “Even the 
cabinet ministers”, according to a press 
report at that time, “were not in the know 
of what the provisions of the ordinances 
were and when the copies of the or¬ 
dinances were placed before the cabinet, 
it was a surprise to them!’ 

Not only the initial ‘killing’ of the 
Thakkar Commission report, the decision 
to place it on the table of parliament also 
reveals the same devaluation of the 
cabinet. Within hours of the home 
minister’s dogged refusal in parliament to 
divulge the contents of the report, of 
course in the national interests, came the 
prime minister's welcome declaration to 
make it public. 

Cabinet and parliament—the two vital 
institutions of the formal state 
structure—have thus been reduced to 
merely expensive, but irrelevant ornaments 
while all crucial powers have been usurped 
by one man, aided by perhaps some 
faceless bureaucrats in the backrooms! 

MEDICINE 

Body Donation 

DONATION of organs or tissues for 
therapeutic transplantation after death is 
not unknown in India. But the proposal 
of donation of the whole body after death 
for academic or medical purposes still 
seems to be a taboo in our society. Both 
traditional social inhibitions and bureau¬ 
cratic obstacles stand in the way of what 
could be an individual’s perfectly reason¬ 
able desire —19 do his little bit for the 
medical scien^ and the profession by 
contributing his disposable body for 
anatomical studies in medical colleges, or 
for transplantation or implantation of its 
organs for the living who need them. In 
1986, when Veenaben Mehta died at 
Bombay’s KEM Hospital, her husband 
requested the authorities to retain her 
body (in accordance with her wishes) and 
use it for research. It took him almost 24 
hours to persuade an obstinate and 
irrational bureaucracy to respect his wife's 
last wishes. This, in spite of the faa that 
there is a Bombay Anatomy Act of 1975 
which stipulates that medical institutions 


h it heartening theieibre to find that legislation, 
a campaign for body donation, launched In spite of legal arrangements for eye 
by a Calcutta organisation called ‘Gana- donation and eye-pre.servation, both 

darpan’, has finally succeeded in per- remain at a highly unsatisfactory stage, 

suading the West Bengal government to Recently, when relatives of a retired IAS 

come out with a promise to enact a legisla- officer, after hts death, went to the Patna 

lion that will legalise the process of Medical College eye bank to request it to 

acquiring bodies offered by donors after remove his eyes which he had pledged for 

their death. It is in the fitness of things donation, the caretaker of the eye bank 

that the campaign should start in Calcut- rubbed his eyes in disbelief and asked: 

ta. Although way back in 1837, a Bengali -Kya aankh nikala hhi jata haiV' (can 

physician, Madhusudan Gupta, carried eyes be taken out?), 

out the first dissection of a dead body in 
the Calcutta Medical College and created BODO AGITATION 
a sensation in the superstition-bound xtr t n • 

Hindu middle class society of the city Wages Of r rejudlCe 

then, today medical students find it dif- ^ Correspondent writes: 

ficult to get adectuate number of dead 

bodies for disseciiun in the course of their TRIBAL movements are an enigma to so- 
anatomical studies. Yet, in Calcutta more called mainstream Indians who cannot 
than a thousand dead bodies are disposed comprehend the tribals in their cultural 

of annually by the city’s corporation in context, entrenched as they themselves are 
the most undesirable and undignified way. in their own ethnocentrism. This is even 

Most of these bodies are reduced to bones truer of the Bodo movement since it is 

due to decomposition, before they are taking place in a peripheral state which 
disposed of. itself had been the locale of a regional 

Stripped of sentiment, in stark scien- movement just a few years ago. 

tific terms, the body after death is reduced Though the origins of the Bodo move- 

to dust. But under the influence of long ment can be tiaced as far back as 1967 in 
standing social customs and sentiments, the Plains Tribes Council of Assam 
nobody may like to allow the mutilation (PTCA) which raised the demand for 

of his or her dearest relative’s dead body separation from the state, it is only after 

by way of dissection for scientific pur- the formation of an All Bodo Students’ 
poses, although the same mutilation can Union (ABSU), on the lines of the AASU, 

be accepted if it goes through the process that the Bodo demands began to be High , 

of ritual cremation or burial. In crema- lighted. The current agitation launched by 

tion, the body is first mutilated by burning the dominant faction of ABSU led by 

and then is reduced to ashes, while in Upendranath Brahma on March 2,1987 

burial it first decomposes and then had initially put forward a 92-point 

becomes dust. It is necessary therefore to charter of demands covering the political, 

overcome these traditional customs and social and economic aspirations of the 
sentiments, before any law can become Bodo people. But of late the organisation 
successful. seems to have shelved this charter and 

Even when welcoming the initiative of begun to concentrate on three demands, 
‘Ganadarpan’and congratulating the 92 vi/, the creation of a separate state of 
prominent intellectuals, doctors, lit- Bodoland, the setting up of district coun- 

terateurs and lawyers of Calcutta who cils in the tribal compact areas on the 

have pledged their bodies for “furthering south bank of the Brahmaputra and the 
the cause of medical research”, there is inclusion of the Bodo Kacharis of the 
some apprehension about the modalities Karbi Anglong district in the Sixth 
of acquiring and using the bodies, once Schedule of the Constitution. Of the three 

the law is passed. The state of affairs in demands, the one for statehood has been 

Calcutta hospitals being what they are— projected the most, 

the poor facilities of preservation in the The series of ‘bandhs’ called by the 

morgues, the utter neglect in operation ABSU and the attendant violence and 
theatres, the unhygienic conditions pre- casualties have been taken in its stride by 
vailing in the hospitals—one wonders the rest of the country, by now innured 

whether the bodies of the well-motivated to violence and killings by the daily news 

individuals will really be used as effec- from Punjab. Even so some of the recent 

Review of Political Economy 

The Review of Political Economy is published twice a year, with the last issues 
of January and July. Contributions intended for consideration for inclusion 
in the July 1989 issue of the Review should reach us by May 15. 

Ed. 
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dcv^pihcnts, such as the killing of 17 
persons at Bongaigaon on March 14, the 
blast at Kalaogaon Bazaar which claimed 
II lives on March 21 and the more recent 
sabotaging of the Kanchenjunga express 
leHect the gravity of the situation. Neithci 
viewing it as a law and order problem and 
offering police solutions nor blaming 
things entirely on the instigation of the 
Congress(l) at the centre is likely to lead 
us anywhere. Even if it i.s a tael that the 
Congres.s(l) has played an instigatory role, 
what has made it possible for it to do this? 
The answer to a great extent lies in the 
cultural givens ot the Indian state which 
the centre and even opposition-ruled slates 
share alike. ■ 

As far as the tnbals are concerned, the 
cultural pre-suppositions of the govern¬ 
ment of India after independence have not 
been much different from those of the 
erstwhile colonial ruleis. Max Mueller’s 
work on the relation between the San- 
skritic and European cultures somehow 
re.scued the ’native’ Hindu population 
from being treated on par with the 
Africans. But while the Hindus had to he 
accommodated on a higher evolutionarv 
scale, the tribals were treated as a siscial 
strata below even the lowest castes m the 
Hindu hierarchy. In many regions of India 
the tribal population, due to land aliena¬ 
tion and the inability to make a living 
through their traditional occupations, 
have become agricultural labourers like 
any of the scheduled castes Thus a large 
number of tribes have got out ot the 
stereotyped occupational derinition of the 
government which considered only those 
practising hunting and food gathering, 
pastoralism, shifting cultivation, etc. as 
tribals. For large numbers of tnbals, 
hunting and food gathering ha.s ceased to 
be a primary occupation and many of 
them have turned to settled agriculture. 
Yet the prejudices of the typical main¬ 
stream Indian get reflected in the cultural 
policy of the Indian government. There 
is scarcely any difference in this regard 
between the Congress(l)-ruled centre and 
some of the states which are ruled by op¬ 
position parties. 

A related prejudice seems to have 
worked against the Bodos, coming in the 
way of their getting any measure of auto¬ 
nomy within the state of As.sam. In order 
to win special rights such as autonomous 
district councils, the tribals have to come 
dancing down some hills, as it were. Such 
are the other denning cnleria of tribes 
which the Indian state has followed. The 
19S2 report of the Commissioner of 
Scheduled Castes and Scheduled TVibes 
lists some of the common characteristics 
of scheduled tribes. The first deals with 
dwelling places—tribals have to live either 
in the ‘forests’ or in the ‘hills’. Constitu¬ 
tional provisions under the Sixth Schedule 


for forming autonomous distikt councib 
are therefore extended only to the hill 
tribes. In line with this policy the govern¬ 
ment of India granted the hill tribals of 
Assam in the Karbi Anglong and North 
Cachar districts the right to form an 
autonomous district council within the 
state. 

The prc.seni upsurge of the Bodos who 
inhabit the plains district of Kokrajhar 
and parts of the Udalguri sub-division of 
Darraiig district has to be seen against this 
background. In tune with the times, the 
Bodos have asked for separate statehood, 
though the initial demand had been for 
union territory status. It is the govern¬ 
ment’s bias against granting even district 
council status to tb. plains tribals which 
has pushed the P- -dos to take up this posi- 
tion. In the cuiient political scenario of 
an opposition party ruling Assam, the 
Congress(I) has derived no mean .satisfac¬ 
tion from this development. To say that 
the Bodo agitation will not lead to a solu¬ 
tion of the pressing problems of the tribals 
such as land alienation is to s.ate the 
obvious. All the same it is not easy to con¬ 
vince the Bodos why the dcgice of auto 
nomy that has been granted to the hill 
tribes in Assam oi the Goikli.is in 
Darieeling should be withheld from them. 


C.FM AND JEWELLERY 

The Other Side 

Cil'M and icwclleiy exports aic slalcd to 
scale a new peak during 1988-X9ai about 
Rs 4.500 crore The gross exports had 
reached a level of Rs 2,637 crore in 
1987-88 in which the share of diamonds 
was as high as Rs 2,441 crore. Thus over 
90 pet cent of gem and jewellery exports 
arc accounted for by cut and polished 
diamonds. 

The diamond cutting and polishing 
industry m India has made great strides 
in the eighties with diamond exports rising 
Irom Rs 591 croie in 1980-81 to Rs 2,441 
crore in 1987-88. Today there are more 
than .JO.tKK) diamond cutting units in the 
counirs which provide employment to 
nearly six lakh workers. Diamonds arc 
now being exported from India to as 30 
lounlries in the world, the main importers 
being the US. Japan, Belgium and Hong 
Kong. 

W'hile the gross export earnings from 
diamond exports have increased rapidly 
in recent years, if one looks at the net 
export earnings, the performance is not 
all that glittering (see table). In fact the 
value added dropped from 36.1 per cent 
in 1986-87 to 23.9 per cent in 1987-88. It 
is estimated to have further gone down to 
21.6 per cent in 1988-89. In other words 
the value of imports of rough diamonds 
as a percentage of gross value of exports 


of bill and polislted biianiohds has been 
going up. 

The low value addition is because 
India's cutting and polishing centres have 
specialised in processing makeable roughs 
as against sawn/sawable roughs that are 
being cut and polished all over the world. 
Makeable roughs are rough diamonds 
having an irregular grain structure. This 
makes their cutting and polishing an 
extremely arduous and labour-intensive 
operation. Because they fetch a much 
lower price in world markets, the skilled 
and unskilled workers who toil day and 
night are poorly paid and live in deplor¬ 
able conditions. 

Ill the context of the very ambitious 
plans drawn up by the exporteis and the 
government to achieve a quantum jump 
in exports of gem and jewellery items, 
there is an urgent need to improve the 
living conditions of workers and to initiate 
steps to safeguard their physical health. 
This cannot be achieved unless the em¬ 
phasis is shilted from exporting only cut 
and polished diamonds to exporting sawn 
diamonds and diamond-studded gold 
jcwllery which will give the country much 
higher value added. While the world 
maiket ''ii diamonds is currently esti- 
m.T,i.l at $ 7 billion, that for diamond- 
studded jewellery is estimated at over 31 
billion. 

The union budget lor 1988-89 as well 
as the export import polic 7 (1988-91) have 
treated gem and jewellery exports a thru.st 
.area and incorporated a number of pro- 
Msioiis to boo.st them. Experts in the field 
arc of the view that modernisation is the 
key to boosting exports further. As yet, the 
Indian diamond industry is far behind in 
various departments of cutting and 
polishing. The Diamond Trading Com¬ 
pany (DTC), London, the largest single 
supplier of rough diamonds worldwide, 
has agreed to offer advanced cutting 
techniques and tools for modernisation of 
the Indian diamond industry. This is in 
line with the DTC’s policy of developing 
large and promising diamond cutting 
centres all over the world. Now it is upto 
the Indian units to respond. Although 
modernisation would mean displac'ement 
of labour to some extent, it would also 
lead to substantial improvement in 
productivity. 


Indis’s Foreign Tradc in Diamonds 

(Rs crore) 


Year 

Export of 
Cut and 
Polished 
Diamonds 

Import of 
Rough 
Diamonds 

Net 

Export 

Earnings 

1980-81 

590.7 

387.1 

203.6 

1984-85 

1172.1 

865.3 

306.8 

1985-86 

1344.3 

1045.4 

289.9 

1986-87 

1959.7 

1440.0 

519.5 

1987-88 

2440.5 

1969.0 

471.5 
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increase the share of gold and other 
jewellery in the total earnings of the gem 
and jewellery sector. In spite of a number 
of promotional schemes, export earnings 
from gold jewellery have stagnated at 
around Rs 90 crore a year during the past 
few years. 

SRI LANKA 

Not a Task for India 

THE visit to India of the chief minister 
of the north-eastern province in Sri Lanka 
has caused much hot air in that country’s 
parliament. The government has been at 
pains to clarify that the visit did not have 
its blessings. This is not, of course, sur¬ 
prising, considering that Sri Lanka has 
only recently sent across a draft friend¬ 
ship treaty attempting to correct the lack 
of ‘reciprocity’ in the India-Sri Lanka 
accord and covering areas not included in 
it. But the parliamentary uproar is also 
indicative of emerging tensions after the 
elections, tensions which will tell on the 
future performance of the provincial 
government and the resolution of the 
Tamil issue. 

The parliamentary session has been 
boycotted by the Eelam Revolutionary 
Organisation (EROS), which emerged 
with th^ largest number of seats of all 
Ihmil groups in the last elections. Under 
its new parliamentary name, Elavar 
Democratic Front, the group which is 
reported to be closest to the LTTE has 
spelt out its basic ‘concerns’ though these 
were not preconditions for its entry into 
parliament. They include the release of 
140 Tkmil political prisoners, the perma¬ 
nent merger of the north-eastern province, 
putting a stop to the colonisation of the 
east and an improvement of the proposed 
devolution package The EROS has accor¬ 
dingly been demanding the putting off of 
the referendum on the north-east merger 
scheduled to take place on July IS. 

According to the chief minister of the 
north-east, there are three major problems 
with the current devolution scheme. 
Firstly, there are some basic inadequades 
in the scheme. For instance, the govern¬ 
ment has no control over land, education 
or public service. All roads other than the 
national highways are supposed to be the 
jurisdiction of the provincial government. 
But in recent months all but a few of the 
roads have been designated national 
highways. Secondly, under the devolution 
scheme a provindal police force was to be 
created. Little has l^n done about this. 
Although a Citizens’ Voluntary Force, a 
paramilitary force, has been created, it has 
not received any funds. Nor has there been 


any tr^ning for the foice As a r»uh it 
has been alleged that the CVF has remain¬ 
ed a band of armed youth with a lot of 
power over citizens. The EROS has even 
expressed concern that the CVF may be 
a cover for an EPRLF-oriented armed 
band, although it has also made clear that 
as yet most of the recruited youth are not 
ideologically oriented. Odiously, the 
Piemadasa government too is dragging its 
feet on the provincial force for a similar 
reason—that it may lead to the creation 
of an LTTE-like Tkmil militia. A third 
problem is the manner in which the local 
administrative structure interprct.s the 
devolution scheme, that is, against Tamil 
interests. 

The creation of some sort ol armed 
group of citizens appears to be a pre¬ 
condition to the withdrawal of the IPKF. 
Everyone acknowledges that the disarm¬ 
ing of the LTTE in the manner in which 
the IPKF has been going about the task 
will not lead to the quelling of the gioup. 
So even while efforts should be made to 
bring the LTTE into mainstream politics, 
there is a need to do something about the 
widespread presence of arms among the 
citizens. Significantly, despite lack of 
movement in the direction, there .seems to 
be a greater appreciation of the need 
among all Tamil groups to come together 
and evolve some sort of common pro¬ 
gramme and policy. 

Another major criticism voiced by 
Perumal during his visit to India was the 
meagre financial allocations made to the 
province from the centre, a mere $ 387 
million when reportedly more than double 
this amount had been expressly given to 
the Sri Lanka government by various 
agencies and individuals for the purpose. 
Here again the Premadasa government is 
reportedly cautious about granting large 
sums to the provincial government for fear 
that it may fund extra legal activities over 
which it will have no control. It would be 
too optimistic to believe that the 
Premadasa government will go all the way 
towards implementing the devolution 
scheme, limited as it is. While the accord 
was a political necessity at the time, its full 
implementation is unlikely to be a matte- 
of course. Perumal has appealed to the 
Indian government to monitor all aspects 
of the implementation of the devolution 
of powers to the north-east. But this can 
hardly be said to be a politically forward- 
looking move. If the Tkmil north-east is 
to make the best of the terms of the 
accord to gain the maximum autonomy, 
it would be counter-productive to seek 
Indian protection. In the coming tussle 
with the centre, it is the coming together 
of the Tkmil groups on a political plat¬ 
form which will pay dividends. 


TWENTY YEARS AGO 

PPW, March 29. 1969 

1 he arni>, the major missing piece in 
the Pakisiani jig-savs, has fallen in place 
at last. The scenario for General Yahya 
Khan’s takeover has by tioss been rend¬ 
ered a familiar one by army coups in 
counile.s.s countries Despite all the set¬ 
backs of the past sis months, Ayub was 
still making desperaie efforts to hold on. 

The round table conference had expos¬ 
ed the complete disarray among opposi¬ 
tion political leaders and while in pub¬ 
lic all of them had demanded his exit, in 
private, some, including the Fast 
Pakistani leader 'sheikh Mujib-ur- 
Rahman, were prepared to accept Ayub 
as a titular head of state under a new 
political dispensation; the .lamaal-i- 
Islami was prepaied to go even further 
and give him some real powers as well 
Yahya Khan has. as expected, disclaimed 
all political ambition and said that he will 
consider his regime’s task done once con¬ 
ditions for e.siablishment of a constitu¬ 
tional government are restored 

Whatever his intentions, the calm 
which has followed the shock of his 
takcovei is unlikely to last If Yahya Khan 
IS indeed thinking of a long tenure in 
Rawalpindi, he will not have the smooth 
sailing that Ayub had ten years ago. . 
Yahya Khan is no Nasser and his admini 
stration’s egalitarian pretensions will be 
taken .seriously by none. It will be even 
more difficult to convince East Pakistan 
that it can expect a fair deal from any 
administration run by the army, which 
is pre-dominantly West I’akisiani at all 
levels and almost entirely .so at its highest 
echelons. If, on the other hand, Yahya 
Khan docs mean to restore democracy, 
many problems would still remain .. A 
return to demociacy will be possible only 
if there is a broad coalition between 
political parties in the East and the West. 

■A ★ 

The next phase ol development will be 
in petrochemicals and electronics, in both 
of which Japan is recognised as a leader. 

It IS appropriate, therefore, that negotia¬ 
tions are proceeding with Japanese in¬ 
dustrialists on collaboration in these 
fields... While Japan methodically ex¬ 
cludes foreign investment from its own 
industry, it has not hesitated to insist on 
too per cent participation abroad; this 
is one reason why there are so few pro¬ 
jects with Japanese collaboration in 
India. 

India will have to be on guard about 
its own interests when specific deals are 
negotiated... It is necessary that the 
government lays down clear guidelines 
within the framework of which alone 
private industrialists would be allowed to 
negotiate with foreign collaborators in 
these particular industries. 
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Variation (per cent) 



Index Numbers of Wholesale I’rices 


1 atest 

Over 

Over 

Over 





(1970-71 =- 100) 

Weight 

Week 

Last 

L.ast 

March 

In 

In 

In 

In 



(II-.1-89) 

Month 

Year 

26, 1988 

87-88 ’ ' 

86-87 

85-86 

84-85 

All Commodiiios 

KKX) 

441.0 

1.0 

6.3 

'■ 5.9 

10.6 

5.3 

5.7 

7.1 

Primary Arinli". 

417 

414.0 

-0.5 

59 

• 5.4 

11.2 

5.2 

2.0 

4.8 

Pood Articles 

298 

417 1 

1.0 

11.3 

lO.I 

11.0 

6.6- 

6.8 

6.4. 

Non food Ai tides 

106 

164.9 

1.1 

-8.1 

- 7.2 

22.9 

6.4 

- 10.2 

-2.3 

Pud, Power, I lyht aiul 1 iihiicants 

85 

7(X).8 

0.5 

5.2 

5 2 

6.4 

6.8 

11.9 

2.6 

Manufactured Pioduits 

499 

421.6 

2.4 

6.9 

6.5 

9.8 

4.9 

7.2 

6.0 






Variation (per cent) 



flosi of l.i\iilK Index 


Latest 

Over 

Ovci ' 

Ovci 






Base 

Month 

La .St 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1988 

87-88 

86-87 

85-86 

84-85 

Por Industrtal Workeis 1960 --- 1(X) 

811' 

-0.6 

8.0 

8 0 

9.1 

8.8 

6 5 

6.4 

Por Urban Non Manual 1 mplosccs 1984-85 - l(X) 

118'" 

1.5 

7.8 

7 0 

9.6 

79 

7 9 

8.1 

Foi Agricultiiial 1 aboiiiets July 60 to 

741'- 

0.5 

11.1 

126 

9.8 

4.8 

4.8 

0.2 

June 61 - 1(X) 














Vaiiaiion (pci cent 

n brackets! 



Money and Bunkiiif; 


Latest 

Ovci 

Over 

Over 






Unit 

Week 

Last 

l-ast 

March 

In 

In 

In 

In 



(24-2-l9R‘)) 

Month 

Ycai 

25. 1988 

87-88 ‘ ' 

86-87 

85-86 

84-85 

Money Supply (M,| 

Rs crore 

1,87,217 

419 

26,237 

24,557 

20,870 

21,627 

14,421 

16.058 




(-0.2) 

(16.1) 

(15,1) 

(7 0) 

(18,1) 

(13.9) 

(18.7) 

Net Bank Credit to Ciovcrnment Sector 

Rs ciore 

98,429 

-582 

14,421 

14,120 

12,652 

12,822 

6,555 

8,445 

Bank C redtt to ( ommercial Sector 

Rs ciore 

1,21,212 

1106 

16,606 

15,697 

10,079 

10.576 

10,961 

10,809 

Net Poreign hxch Assets of Banking Sector 

Rs crore 

4,657 

-457 

283 

804 

671 

1.251 

11 

1,419 

Deposits ol Scheduled Coinmcictal Batiks 

Rs crorc 

1,18,061 

272 

20,936 

20.487 

14.8.50 

16.721 

13,160 

11,519 




(-0.2) 

(17.9) 

(174) 

(14.5) 

(19 6) 

(18 2) 

(19.0) 

Poreign Exchange Assets** 

Rs crore 

4.9X2 

-609 

-1069 

- 2,1,56 

507 

604 

197 

1.319 

Index Nundiers of Industrial 

Weights 

L atest 








Froduetion 


Month 

Averages foi* 


Variation (pc 

cent) 


(1980-81 1(X)) 


(Dec) 



In 


In 

In 

In 



1988 

1988-89 

1987 88 1986-87 1985-86 1984-85 

1981-84 

General Index 

1 (K) 0 

191.5 

176.2 

161.0 8.9 


8 7 

86 

6.7 

Basic Industries 

.19.4 




9 4 


6 8 

II.1 

6.0 

Capital Goods Industries 

16.4 




18 2 

10 6 

3.0 

11.7 

intermediate Goods Industries 

20.5 




4.1 


7.5 

9.7 

9.8 

Consumer Goods Indusliics 

21.6 




5 J 


2.5 

7.2 

1.6 

Durable Goods 

.:.6 




195 

18.7 

21.6 

16.1 

Non-Durable (ioods 

21.0 




2 6 

11 5 

5.1 

0.4 

1 Note' The index nuinbers ol indusii'ial production by use-based c 

assificalion 

arc not 

available beyond March l9K'r 



Fondftn Trade 

Unit 

La lest 

Cumulatisc loi* 








Month 










(Dec 88) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984 85 

1983-84 

Exports 

Rs 1 lore 

1,724 

11,927 

11.249 

15,719 

12,-569 

10,895 

11,744 

9,771 






(25,1) 

(15.4) 

(- 7.2) 

(20.2) 

(II.O) 

Impoits 

Rs crute 

2.792 

20.528 

16.276 

22..)43 

20.201 

19,658 

17,134 

15,831 






(10 6) 

(2.8) 

(14.7) 

(8.2) 

(10.8) 

Balance of Trade 

Rs 1.I11IC 

1,068 

6,601 

5.027 

6.624 

7,632 

8,763 

5,390 

-6,060 

Employment Exeban^e Statistics 

Unit 

Latest 

Cumulatisc for* 








Month 










(Sep 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1981 

Number of Applicants on live Regisleis 

Thousand 

10.002 

J0.(X)2 

10,790 

30,24'7 

10.111 

26.270 

24.861 

23,034 

(as at end ot period) 





(0.4) 

(14.7) 

(6.0) 

(7.9) 

(16.6) 

Number of Kcgisi rut ions 

1 housand 

540 

4,564 

4,567 

5,465 

5.471 

5,824 

6.220 

6,756 




( 0.2) 

( 6,0) 

(- 0.2) 

( 6.0) 

( 6.4) 

( 8 0) 

(15.3) 

Number ot Vacancies Notified 

riiousand 

40 

422 

451 

621 

616 

683 

707 

827 




(0.8) .( 

10.0) 

10 8) 

(-10.0) 

(-3.4) 

(- 15.5) 

(0.9) 

Number ol Placements 

Thousand 

29 

264 

144 

160 

356 

388 

407 

486 




0.1) 

(-8.2) 

(1.1) 

(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

Inrome 

Unit 

1986-87 • ■ 

198.5-86* • 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80* 

Gross Domestic Prsduct (ciitrent puces) 

Rs crore 

2.60,584 

2.11,305 

1,90,888 

1,72,704 

1.45,961 

1,30,770 

1,22,226 

95,358 

Gross Domestic F’rodu l (1980-81 prices) 

Rs crorc 

1,62,126 

1,56,081 

61.838 

59,541 

55,068 

53,470 

1,22,226 

47,191 

Per Capua Income (19SO-8I prices) 

Rupees 

2,975 

2,721 

1,791 

1,781 

1,687 

1,686 

1,627 

664 

* For current year upto latest month for 

which data are available and for corresponding period of last year 



** Excluding gold and SDRs, -f Upto latest month for which data are available. 






4 4 Provisional daia At 1970-71 prices 







* 



Notes: (1) Superscript numeral denotes month to which figure relates, e g, superscript 

indicates that the figure is for January and so on. | 

U) Figures in brackets denote percentage variation over previous period. 





_ 


648 


Economic and Political Weekly April 1, 1989 











HCL has been able to step up its turnover 
in 1987-88 from previous year’s Rs 63.33 
crore to Rs 91.13 crore by aggressively 
carving out increased market share in the 
expanding and fiercely competitive com¬ 
puter market. But it had to experience a 
notable erosion in profit margins. Gross 
profit turned out to be lower at Rs 10.26 
crore against Rs 11.29 crore of 1986-87. 
The company’s endeavour to stabilise pro¬ 
duct quality with increased indigenlsation 
in its reprographics division placed gross 
margins under pressure. Moreover, interest 
burden was substantially higher because 
of large expansion and diversification pro¬ 
jects. The increa.sc in gross block by 
Rs 334 lakh substantially reduced the 
taxation provision and net profit was 
higher at Rs 8.42 crore (Rs 6.87 crore). 
The directors have maintained dividend at 
10 per cent which is covered 5.69 times by 
earnings as against 4.64 times previously. 
In a remarkable achievement during the 
year, the company developed the Magnum 
muitf processor with the world’s first 
implementation of Unix Version 3 on 
Motorola 68030. The company plans to 
maximi.se its comparative advantage. 


by manufacturing and marketing the 
Magnum in the US through a wholly 
owned subsidiary. The government of 
India has already approved the incorpora¬ 
tion of a wholly-owned subsidiary in the 
US with an equity contribution of US S 
S million. 


the company. The state government has v 
not yet allotted bamboo areas for working i 
during 1988-89. The government is con- 
templating to commence departmental en- 
traction of bamboo and supply the i > 
material to consumers. However, the deci¬ 
sion in this respect is awaited. 


AP PAPER MILLS 

]Not Too Good 

ANDHRA PRADESH PAPER MILLS 
has shown disappointing working results 
for 1987-88 with a trading loss of Rs 212 
lakh against a gross profit of Rs 3 lakh 
in the previous year despite higher sales 
of Rs S6.S0 c(ore against Rs 54.85 crore. 
After depreciation, there is a higher net 
loss of Rs 3.89 crore against Rs 2.82 crore. 
Production and sale of paper and board 
were higher at 63,798 tonnes and 63,223 
tonnes against 61,399 tonnes and 62,398 
tonnes, respectively, in 1986-87. During 
the year, there was not only a severe power 
cut in increasing percentage from mid- 
November 1987 till the end of the year, but 
also a steep increase in the power tariff. 
Besides, the price escalation of various 
raw •materials, chemicals and coal substan¬ 
tially increased the cost of production 
resulting in erosion in the profitability of 


The modernisation of Anupama paper \ 
machine by installation of tri-nip press 
and size press has been completed during ■ ' 
September, 1988. This would increase pro- ■! 
duction besides diversification to a pro-, - 
duct range, giving higher sales realisation. 1 
The installation of second waste paper 
pulping and cleaning plant has also been , 
completed and its performance found 
satisfactory. Further, work on the second 
phase of the affluent treatment plant is 
under progress and the plant is expected 
to be commissioned before June, 1990. 
TWO captive diesel operated generating sets, 
each of 1.0(X) KVA were commissioned 
during June 1988. The company has also 
appointed consultants to undertake energy 
management study at the works and they 
identified specific energy saving areas. 
Two new diesel generating sets of 1,100 
KVA each are being installed in the cur¬ 
rent year to meet the increasing power 
requirements to boost the production 
level. With the steps taken to meet the 
continuous power shortage, together with 


The Week's (Joinpanio.s_ (Rs Lakh) 



IK l 

AP Papci 

Blue Blends 

1 

1 utest Year 

UiM Year 

(atest Year 

L^st Year 

I atevt Year 

Last Year 


' M) 6 m 

31-5-87 

70-6-88 

30-6-87 

.30.9-88 

30-9-87 

I’aid-up Capital 

I4K4 

1484 

562 

562 

403 

265 

Reservt‘>. 

I6.S7 

111! 

455 

844 

501 

449 

Borrowings 

3210 

1933 

978 

915 

1325 

1187 

o/ v/hu h term Borrowings 

743 

221 

423 

218 

871 

882 

Gross, fixed assets 

2505 

2171 

5339 

4919 

838 

755 

Net fixed a.sseis 

2525 

1984 

1654 

1425 

813 

635 

Investments 

520 

515 

5 

5 

5 

— 

Current liabilities 

4012 

2027 

2971 

2562 

719 

653 

Current assets 

7205 

4056 

3307 

3452 

2672 

1894 

Stocks 

2878 

1535 

1844 

2094 

578 

330 

Book debts 

3145 

1747 

606 

522 

1587 

1302 

Net sales 

9113 

6333 

5650 

5485 

5404 

4432 

Other income 

245 

147 

185 

154 

9 

12 

Raw material costs 

3897 

2768 

1659 

1562 

3861 

2782 

Wages 

1081 

636 

889 

822 

52 

42 

Interest 

639 

407 

322 

262 

185 

155 

Gross profit (-t-l/loss (- ) 

1026 

1129 

-212 

3 

397 

267 

Depreciation provision 

124 

127 

177 

285 

79 

63 

Thx Provision 

60 

315 

— 

— 

30 

32 

Net profit {+)/loss(-) 

842 

687 

-389 

-282 

268 

172 

Investment allowance reserve 

— 

30 

— 

— 

— 

35 

Triuisfer to reserves 

546 

507 

— 


179 

88 

Dividend 

Amount P 


_ 

_ 




E 

148 

148 

— 

— 

89 

49 

Rate (per cent) P 


... 

— 

— 


— 

E 

10 

10 



22 

28 

Cover (times) 

5.69 

4.64 

— 

— 

3.01 

3.51 

Rarios (per cent) 

Oran iHofit/sales 

11.26 

17.83 


0.05 

7.35 

6.02 

Net profit/capital employed 

26.80 

26.31 

— 

*— 

29.64 

24.09 

Inventories/sales 

3U8 

24.24 

32.64 

38.18 

10.69 

7.45 


11.86 

10.04 

15.73 

14.98 

0.96 

0.95 


the expected betterment in labour rela¬ 
tions directors hope to bring about a 
substantial improvement in the working 
results during the current year. 

BLUE BLENDS 

New Ventures 

BLUE BLENDS (INDIA), engaged in the 
manufacture and processing of texturised, 
twisted and dyed yarn and textiles, pro¬ 
poses to diversify into new activities. It has 
already received necessary approvals for 
the manufacture of picture tubes, chemi¬ 
cals, aluminium, etc, and is taking-steps 
to implement these projects. The manage¬ 
ment is also considering diversifying into 
other new areas. The company has receiv¬ 
ed approval for setting up value added 
project of synthetic yarn, which is intend¬ 
ed to be implemented shortly with the 
latest technology. The company has 
already implemented both the new pro¬ 
jects at Daman and Panoli for the manr- 
facture of texturised, twisted and dyed 
yarn as per schedule and commercial pro¬ 
duction has also commenced. The capital 
cost of these projects was met out of the 
recent 'rights’ issue of equity shares. The 
company has fared well during 1987-88 
with a gross profit of Rs 3.97 crore on a 
turnover of Rs 54.04 crore as against 
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ssiiil?. ’provisions have tatwh away 
^pre, net profit is considerably higher at 
2.68 crore (Rs 1,72 crorc). Profit 
t^argin.s have been enhanced despite stiff 
competition in the market. The directors 
piravc recontmended a disidcnd of 22 per 
cent on the capil.sl enlaigcd by issue of 
bonus sliaies iii ilie ptnpcrlioii 1:2. The 
distiibuiioii :s i.oi"icd ^ 01 iinics by 
1 earnings as .'i.mim'.i tHiiics previously. 

. ;Last year, the ninip.mv had paul a divi¬ 
dend ol 28 per ccui Vuiidiiii’ li| il.icf 
, tors, tutnovei ami piotiiabiiily aie es- 
pecled to increase suli\i.iiiii.illy dimiiy the 
curtciil vear on acv.'iiai ol ilic toiiiiihu- 
tion ftoni two new ptoin-is 

OMC (.OMPl I I KS 

Drafting Application 
Software 




tnW oMMC 6 can s 


at aipmmt of 
much needed foreign exchange Currently 
it is estimated that abopt Rs 1 crore or 
more woiih of HCG is imported. 

ASI.4N COFFEE 

Export Project 

ASIAN COFFEE, a Rs 11.45 crore pro¬ 
ject for the manufacture of soluble cof¬ 
fee (instant coffee powder) for 100 per 
cent export, is the first private sector pro¬ 
ject in India to receive direct equity par¬ 
ticipation and foreign currency loans from 
Commonwealth Development Corpora¬ 
tion, UK, (CDC). 

CDC is pros iditig Rs 60 lakh by way of 
equity and sterling pounds 1.26 miliion 
towards loan. The company has been pro¬ 
moted by C Rajcndra Prasad, A Dilip 
Kumar and C Suresh alongwith Andhra 


how from world leader in coffee produc- ’ 
lion, Brazilian Food Project, who will 
supply the technical imports and arrange 
for procurement of all the equipment and 
machinery, it will also participate in the 
equity capital of the company. Niro 
Atomizer of Denmark, a leading world 
manufacturers of spray driers, will supply 
the ‘spray drier* The company has entered 
into marketing arrangement with the 
leading agencies for the UK and the US 
for export of soluble coffee. The raw 
material of green bean coffee will be 
acquired from the Coffee Board. The 
company also expects to tap the export 
markets of USSR and Japan in the years 
to come. The project implementation is 
in full swing. The company expects to go 
into production by October, 1989 and is 
planning to make a public issue. 


OMC compiiici s, ilic pii)nci'is ol C ADD 
in India, wfic awardeJ the ‘Impori Subs 
titulc Awaid' at the 49ih .\1I India 
Industrial Fxhibiiion linpoit Substiiuiion 
ContcM by the govornoi of Andhra 
Pradesh, Kiiniii(.lben loshi icieiillv. t>MC 
pie.seiiicii llic piii|iiu'taiy (itodiict Draft 
Pack, a drat ling ai'piicaiion .software 
package which is on pai with any other 
internaiional drufimg package available in 
India. The sofiwan. is menu driven and 
easy to use Drawings of anv si/c and to 
any scale can be created using basic 
features. Dtawings can be annotated oi 
hatched choosing fiom a vaiiciy o( hatch 
patterns. The advanced features in the 
softwaic include paramcln.. dtafling, bill 
of mutcrials, .ID wireframe, auio dimen¬ 
sioning, auiomatic cbcck point lacilily, 
multiple viewports up to lout views ai a 
time and many moic. 

OMC' niirodus'ed Dial! Puck in 1985. 
Today the piodnet luns on an 80286 
micrvipiocessoi with an 8(D87 co-pro¬ 
cessor. OMr extends full support on 
system utility and has been saving a lot 
of foreign exchange tm ilic coiiniiv. 

UNI SANK)() 

lni|><>rt Sul>stitiition 

UNI S,^NK^ () was stalled .il Hvdeiabud 
in l%Ovviili le. bnical know how from the 
pharmaceiiticul yiani S.aiikvo Company, 
Japan. Rielit lunn the inception, 
periodicallv Idn S.uikvo I id has been in 
the lead in mnodiu'ing new drugs in India, 
fungal diasiase lollowcd by Spoilac 
(Lactobacillus Sivoivgenes), UCCi 
(Human C'hoi lona Cionadoirophin) and 
pytiuinamidc. an anii-inbcKiilosis drug. 
All these arc maim fact iired in Hyderabad 
right from the basic stage, lot example 
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By allowing the payment on account of the profession tax as a 
deductible item for calculating income tax liability, the centre has 
again rendered wide open the pernicious double taxation issue. 
The states must therefore demand of the union government that 
no deduction be granted to an income tax paying individual for 
what he or she pays on account of the profession tax. 


MAYBfc Rosa l.uxeniburg was right. Die 
Revolution isi isrossanig, only the revolution 
is grand and rnagniriccnt, alles andere ist 
Quark, the rest is just rubbish. Since the 
revolution is however yet to be, we may be 
forced for the present to deal with rubbash) 
stuff. Some could even go further: it is im 
portant, they would say, to deal with rub¬ 
bish if we are to clinch the revolution, that 
IS where the spadework lies. 

So here wc go. Most of the principal heads 
of taxation under our Constitution belong 
to the union. This is following the precepts 
of the quintesscntially colonial Government 
of India Act, 1935, which set rigid limits to 
•provincial autonomy’, 'provinces’ were sup¬ 
posed to be kept on a tight financial leash. 
The norms the British set we must, lor dear 
life, obey. The Constitution therefoie does 
not permit the states—the ’provinces’ as 
transformed in the new dispensation -much 
elbow room. They get a shaie Itoni out of 
the proceeds of income tax, but the tax as 
such is administered by the centre, the rates 
and exemptions are decided upon by it. And 
ever since the Finance Commission lapsed 
into the habit of allotting a major share of 
the collections from income tax to the slates. 
New Delhi has lost interest in exploiting in 
full the revenue-raising possibilities of this 
tax head. Whenever the union government 
wants to appear to be extra solicitous about 
the untold sufferings of the tax-paying 
public, it chooses to lower the basic rates of 
income tax and enlarge the area of exemp¬ 
tions. It thereby becomes the recipient of 
newspaper plaudits. Its benevolence is, 
almost exclusively, at the expense of the 
states. This year too, the decision to lower 
the rate of tax in the income range of 
Rs 18,000 to Rs 23,000 means that a sum of 
roughly a couple of hundred crore of rupees, 
which would otherwise have accrued to the 
state governments, is being written off. The 
states, besides, do not get a share of the pro¬ 
ceeds from the corporation tax. Thirty-odd 
years ago, the collection from this tax was 
a minor fraction of the yield from income 
tax. The position is now. dramatically 
altered, but die statesrean only twiddle their 
thumbs. 

The story does not quite end here. There 
is also Article 271, which allows the union 
government to levy a surcharge on income 
tax and pocket the proceeds entirely for its 
own purposes. It has been a familiar, con¬ 


sistent predictable behavioural pattern in 
recent years; the centre fia- gone on both of¬ 
fering concessieins on the basic rates of 
income tax as well a., allowing generous ex¬ 
emptions. I'he slates have been helpless 
witnesses at their own financial beheading. 
The centre has, at the same time, kept 
increasing the rates of surcharge on income 
tax, the yield from which it has retained, one 
hundred per cent, for itself. 

Now come to Article 276 of the Constitu¬ 
tion, which introduces what has come to be 
known as the profession tax. Consider the 
first two clauses of the article as they stood 
till the other day; 

“(1) Notwithstanding anything in Article 246, 
no law of the Legislature of a Slate relating 
to taxes lor the benefit of the State or of a 
municipality, disiiicl board, local board or 
other local authority therein in respect of 
protessions, trades, callings oi employments 
shall be invalid on the ground that it relates 
to a tax on income. 

“(2) The total amount payable in respect of 
any one person to the State or to any other 
municipality, district board, local boaid or 
other local authoiity in the State by way of 
taxes on professions, trades, callings, and 
employments shall not exceed two hundred 
and fifty rupees per annum" 

The profession tax could have been a sur¬ 
rogate source of tax-raising for the states, 
a sort of poor man’s income tax. The Con¬ 
stitution does not allow the sutes jurisdic¬ 
tion over the latter tax; the resulting loss 
could, at least in part, be made up had the 
states a completely free hand over the ad¬ 
ministration of the profession tax. Till the 
other day, it was however an instance of the 
left hand taking away what the right hand 
had proferred. The first clause of Article 276 
granted a state government, or any local 
body operating under it, the right to impose 
a tax on professions; the second clause stated 
that such a tax could not exceed the sum of 
two hundred and fifty rupees per annum, 
or Rs 20.83 per month. Between a primary 
school teacher or a petty shop-keeper at one 
end and a Dhirubhai Ambani or a Sunil 
Gavaskar at the other, the Constitution, that 
great democratic document, chose not to 
make a distinction, each and every citizen 
having a profession could be called upon to 
pay a profession tax, but the limit of this 
taxation was the princely sum of two 
hundred fifty rupees, fixed in the year of the 


ibrtyi^ The * 
of the rupee has since declined by somethiqg 
like 90 per cent, so what. 

This was, once more, a patently unfair 
arrangement. The .states have no share of the 
corporation tax, they have no prerogative 
over the administration of the income tax, 
they are left out of the gravy which the sur¬ 
charge on income tax yields, and what the „ 
profe$.sion tax offered was a piffle. The fiscal 
fight a number of .stale governments have i 
engaged in during the past dozen years or 
thereabouts has focused on many issues. The' ■ 
wiihdrawal, oi at least a significant upward 
adjusiiiieii;. of the monetary ceiling on the 
prolcsMon lax --'ill stood out as one of its 
mam planks 

After having pul in mountains of labour, 
the Srtik.iiia C otiiiiiission on Centre-State 
Relations has produced a molehill of minor 
recommendations. On the issue of the pro¬ 
fession tax, It has however fell it necessary 
to speak up; "ihetc i'- a strong case", in its 
view, “for upward revision of the monetary 
limit fi.xed 37 years ago... and for periodic 
review of this limit in view of persistent 
inflation” 

On the question ot selection and transfer 
of governors, and in several other matten, 
the views ol the commission are being 
scrupulously - or, shall one say, unscrupu¬ 
lously-disregarded by the powers-that-bc 
riiey have by nowi honed to perfection a 
standard lesponse. there was as yet no ques¬ 
tion ot aaing oi not acting according to the 
conimissioii’s lecomiuendations, thegovem- 
meni has i.oi set had the time to examine 
ihem piopeilv < onsisicncy is however the 
affliction ot only small minds. None can 
acciisi oiii govcrnmeiii at the centre of such 
an atlliction All other recommendations of 
the Saikaria Commission might wait: but in 
regard to rc-doing Article 276 according to 
the commission's lights, it has been rush, 
rush, rush. An amendment has since been 
passed. The monetary ceiling on the profes¬ 
sion tax has not been altogether abolished; 
the state governments, and the local bodies 
under their lurisdiction, will however 
henceforth be entitled, thanks to the amend¬ 
ment, to lax professions, callings, employ¬ 
ments, etc, up to the limit of rupees two 
thousand five hundred per annum. 

This is an unexpected gift horse. It calls 
for being looked in the mouth. Everyone can 
breathe normally. No, the union government 
has not suddenly had a viral attack of 
generosity There is indeed a catch; those 
who matter m New Delhi have explained. 
Having passed the constitutional amend¬ 
ment laisiiig the monetary ceiling for the 
profession lax by the multiple of ten, they 
have now announced that the amount 
actually paid by an individual as profession 
tax would be a deductible item for purposes 
of calculating his or hw income tax liability. 

The right hand, there is no question, 
knows what the left hand is doing; in this 
instance, the two hands, one suspects, have 
co-ordinated their moves. The position is 
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pW «WlW tender be emiitlyxiffitlve to what 
i aixriiestD die sutes from the divisible pool 
iby way of their share from income tax 
l^nue If they try to collect some extra 
revenue from the professioo tax, why, the 
tWings-and-roandabouls formula will come 
to operate, their receipts from income tax 
will to that extent go down. As far as centre- 
states financial relations go. in other words, 
the more they change, the more they will 
remain the same. 

The game the centre plays has however 
Other ramilications I he decision to allow 
full deduction ol the amount paid hy uay 
of profession lax while calculating the liabi¬ 
lity for income lax contains a hint: the pro¬ 
fession lax. It insinuates, is flawed by the 
scourge ot double laxaiion I ong legal bat¬ 
tles have already taken place in the country 
on the issue. The .Supreme C'omi has finally 
differed with what one had taken to be a 
definitive ruling; the profession lax belongs 
loa ililfcicnl genre than income lax, the two 
taxes could therefore be imposed siniul 
lancoiisly. A further matter ol law was in 
voiced III the dispute. Article llh pet mils the 
prolession lax to be imposed by a vlati 
government, or by any local bods within its 
ambit, lor example, hy a municipality or a 
panchayat. I itigaiion had ensued over the 
question wheihei, once a state goveinmeni 
.had imposed .such a tax on an individual, 
a local body could slap down, on its own, 
anoihei profession tax on the same in 
dividual. The Supreme Court offered its 
considered judgment that no double luxa¬ 
tion was involved, the local bodies were 
entitled to levy a piolession tax on Iheii own 
irrespective ot whclhci iiic stale poveinment 
had already imposed one 

The centre, by allowing the payment on 
account ol the prolession tax as a deductible 
item for calculating income tax liahihty. has 
again rendered wide open the double lava 
lion issue A fresh ciop ol cases may now 
be Tiled in the courts, and injunciions on the 
collection of a prolession tax by munici 
palitics and panchayat bisdies may multiply 
There is torrential talk on the wisdom ot 
decentralised administration and the 
desirability of reaching powci to the people 
at the grassioots: all that in practice such 
talk adds up to is that the grassroots chaps 
must be made to realise ihal all money 
belongs to New Delhi, and, il they want to 
survive in health, ihcs must learn fast whom 
to kowtow to 

The slates therefore continue to face a 
daunting tlscal prospect There arc foi them 
i.ssues involving both strategy and tactics, 
and the need to dillcrentiaie between the 
two. One would have expected the state 
governments, w hich had gone to battle in the 
pa.st for asserting their fiscal right.s, to speak 
up when the change in the income lax rules 
came swiftly in the wake of the constitu¬ 
tional amendment rai.smg the monetary limit 
for the pixsfession tax. They must accept the 
gift horse, and yet look it in the mouth. The 
tactics should be to avail of the possibilities 


ment, and Substantially bicrease the yield 
from the profession tax. The strat^y should 
consist of demanding of the union govern¬ 
ment that the pernicious doctrine of dou¬ 
ble taxation, to which it has sought to lend 
substance by the purposive change in income 
tax rules, be abandoned and no deductions 
granted to an income tax paying individual 
for what he or she pays on account of the 
profession tax. The states will be commit¬ 
ting a great folly if they relent in the matter. 
It is going to be an eyeball-to-eyeball 
confrontation; but it has to be joined. 

Where are those who arc supposed to man 
the barricade though? Only a couple of stale 
governments have till now taken advantage 
of the constitutional amer.dinent to raise the 
rates of profe.ssion t.ix. Even these two 




mem has opened up; they have made a move 
to raise the rates, but almost apologetical¬ 
ly, as if they are committing a great crime. 
None of the other state governments, inclu¬ 
ding those who fought so strenuously in the 
past to get rid of.the monetary ceiling men¬ 
tioned in Article 276, has spoken or acted. 
By their immobility, they are only helping 
to propagate the calumny that theirs was a 
mock fight, they are not interested in 
financial power, they, in fact, are mortally 
afraid of being provided with additionsil 
financial power. 

Or is it that they believe only in the revolu¬ 
tion, alles andere ist Quark, all the rest is 
rubbish, il is beneath their dignity to worry 
over such bourgeois matters as taxation? 


FROM THE IVORY TOWER 


Informal Sector Saving Potential 
Some Further Thoughts 

Arun (xhunh 


An increase in the rate of saving extracted from the ‘informal 
sector' would be justified only to the extent that they are linked to 
usrs which would benefit the sector, for instance in providing 
housing. 


I HE niobilisution ol additional savings 
from the ‘inloimal sector’—as pointed out 
b\ V D l ull (i /r/c. /.PH, March 4. 19K9)- 
has not been widely discussed in the past 
l.ali IS both right and wrong when he talks 
ol the saving potential of the infoimal sec¬ 
tor He is right when he talks of the possibi- 
lii> ol generation of additional savings by 
ihe poor. One has only to look at the ex¬ 
perience of the Crameen Hank of 
Bangladesh (OB, hereafter) to realise that the 
saving potential of a community is indeed 
very high provided that the people can be 
motivated to save for their own betterment, 
and are given an opportunity to develop their 
self-confidence. In Bangladesh, GB loanees 
have been known to subsist on chaff occa¬ 
sionally, in order to be able to .save for week¬ 
ly payments to the GB, when some natural 
calamity has deprived them (the GB loanees) 
of part of their productive assets; the sav¬ 
ings rate under such circumstances can be 
said to have reached phenomenal propor¬ 
tions of the current incomes of even semi- 
destitute people The question is of 
’motivation'. 

In the context of motivation I am temp¬ 
ted to repeat a question raised by Malcolm 
Adtseshiah at i he seminar on savings spon¬ 
sored by the National Institute of Public 
Finance and Policy, to which 1 had referred 
(E'W; December 10, 1988) earlier. Why do 
we wanr to raise the rate of saving in the 
economy? If the savings are merely to be 


used by the government wastefully, do we 
really want to raise our savings rate at the 
expense ol the barest of consumption stan¬ 
dards of the large masses of people? lb pur¬ 
sue the line of thinking implicit in Malcolm 
Adiseshiah’s question, we need to worry not 
only about Ihe rate of saving but also about 
how the savings are deployed; and that is in¬ 
timately linked to the manner in which sav¬ 
ings arc genet ated. Savings generated and 
deployed (directly) in the rural areas, is one 
such example. The savings of the so-called 
informal sector should be used for the 
benefit of the informal sector. The mopp¬ 
ing up of the hard-earned savings of the 
poor should be used for promoting their 
welfare, and not for meeting the needs of 
Tinance for grandiose schemes of the urban 
rich, nor for meeting the yawning gap bet¬ 
ween the government’s current expenditure 
and revenue (arising from irresponsible fiscal 
policy and large transfers to the well-to-do 
‘rentier’ class). The rate of saving of the in¬ 
formal sector can be improved if we can 
create better opportunities for self- 
employment, and inculcate a spirit of self- 
reliance, such as brought about by the GB 
in the rural areas of Bangladesh. We do not 
necessarily have to follow all the procedures 
and principles of the GB; but the es.sential 
point is (hat an increase in the rate of sav¬ 
ing extracted from the poor would be justi¬ 
fied only to the extent that such savings are 
linked to uses which would benefit them. 
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TIk need for financing lelatively modest 
housing schemes has long been felt. The 
desire for owning a home is basic; and to 
that extent, we need several steps to en¬ 
courage such savings. The new savings 
scheme for linking savings with housing 
loans is certainly likely to help in this con¬ 
nection. But, to put the matter in proper 
perspective; the ne^ for expanding the scope 
of housing finance has been known for quite 
some time; only, the authorities seem to have 
’ been insensitive to this need. The growth of 
the HDFC—started by an astute Indian 
financial expert (H D Parekh)—and the 
inadequacy of the finance provided by the 
HDFC. have been commented upon by 
many experts for quite some time now. 
Experts have also commented on new hous¬ 
ing as an employment spinner. Against this 
background, if the authorities learnt of the 
need for a new scheme for housing finance 
from the Society for Development Studies, 
that is all to the good, and one would wish 
for more power to the SDS for such advice 

But the growth of housing requires a few 
other policy measures. The sky-rocketing 
prices of urban land are not conducive to 
the type of house-building activity that 
should really be promoted; what we need is 
the normalisation of urban land values, if 
necessary through officially-sponsored (or 
co-operative) efforts for land development 
in 'satellite towns’; and rapid transit systems 
to cater to the needs of commuters. What 
we have, however, is a policy of encourage¬ 
ment to personalised transport, pace the 
Maruti car. 

The point is, the need for financing 
relatively modest house-building schemes 
has been long felt. It certainly docs not re¬ 
quire a seminar attended by representatives 
of 12 countries and six international agen¬ 
cies for us to be told of this need, and the 
way to go about meeting this need. (Inciden¬ 
tally, the Citibank has been promoting lux¬ 
ury house-construction and purchases of 
cars and scooters by those with a minimum 
of monthly income, for quite some time; 
they have been systematically contacting pro¬ 
perty owners in Delhi, Bombay, etc, with of¬ 
fers of large loans at 14 per cent interest for 
new construction (even with demolition of 
existing houses), where a part of the new 
premises would be let out, the rental being 
first appropriated by the Citibank as interest 
and repayment of the principal. This had 
prompted the State Bank of India to get the 
ground rules in regard to lending against 
house property relaxed, and to take a more 
active part in housing finance. It appears 
that earlier restrictions on bank lending for 
house construction have now been eased. 
But then, all this—including the finance 
of durable consumer goods purchases—has 
nothing to do with the so-called ‘informal 
sector.) 

To return to the issue of savings to be tap¬ 
ped from the informal sector, it must be 


is ^he wMiR Ati one can think of for pro¬ 
moting saving, for then (a) the poor have in¬ 
creasingly no means to save, and (b) savings 
tend to take the form of hoards of consump¬ 
tion goods as a hedge against inflation even 
though these hoards may deteriorate with 
time, and thus get wasted (and subsumed 
under ‘current consumption' in the national 
accounts). 

What are the various categories of the in¬ 
formal sector whose savings are proposed 
to be mobilised through new and imaginative 
schemes? First, there are the workers, casual 
or otherwise, whose saving potential may 
vary from one week to the other. V D Lall 
essentially speaks of this category. An il¬ 
literate maidservant working at my place has 
sought my help to open a savings account 
in a nationalised bank, which she operates 
on the basis of her thumb impression and 
an identity card (with her photograph affix¬ 
ed to it). This avenue may not be open to 
many in her position—she needed mv intro¬ 
duction—but I know of many who put away 
their savings in the postal savings account. 
One needs a multiplication of such facili¬ 
ties, their extension to rural areas, and more 
importantly, sympathetic and helpful bank 
managers. One also needs prompt service— 
for such people have little leisure-—and wide 
publicity. One does not need many totally 
new savings instruments. Also, these savings 
would only go to bridge the gap between 
government expenditure and government 
revenue. One needs to link such as saiings 
with prospects such as for home owner¬ 
ship, etc. 

The second category of savers m the 
informal sector constitutes a somewhat 
mixed bag. There are those who arc in 
receipt of illegal and black incomes. There 
is no doubt that the rapid increase of cor¬ 
ruption and bribery has of late increased the 
number of such income reciptents, and 
therefore the number of potential savers. 
However, the recipients of such incomes are 
also those who today provide the backbone 
of support to the growth of ‘kit culture- 
based consumerism’ (to use S B Chavan's 
words). There are also petty traders, profes¬ 
sionals et al who evade the income tax. All 
of such people would have savings, but it is 
doubtful whether the instruments devised to 
net such savings for the government arc 
desirable. Instruments like the Indira Vikas 
Patra are double-edged swords; they rewatd 
the tax evader and also tend to monetise 
hoards. 

The above point needs further elabora- 
lipn. Untaxed incomes are primarily con¬ 
sumed, mainly because of the difficulty of 
investing such savings through official chan¬ 
nels. (That is one reason why there has late¬ 
ly been a virtual explosion in the matter of 
conspicuous consumption.) Secondly, such 
incomes are channlled to uses which may 
generate further black or untaxed incomes 
(such as through speculation in corn- 


used for financing house-buildini. etpadal^ 
etpensive buildings such as one sees in south 
Delhi today. I doubt whether V D Lall has 
this sector in mind when he talks of the ‘ih- 
formal sector'. 

I am glad V D Lall is in agreement with 
the main point made by me earlier (vide 
EPW, December 10, 1988). A multiplication 
of saving schemes, such as we see after every 
budget, does not lead to an increase in the 
total saving in the economy, but merely to 
its diversion from one instrument to another. 
The new scheme linking savings deposits 
with loans for house-lTuilding after some 
years is an imaginative exception. But this 
scheme remains a far cry from the type of 
mobilisation of savings brought about by the 
Cirameeii Bank of Bangladesh, aff ^ting the 
‘inlornial sector’. We need to do a lot of 
hard thinking in regard to mobiltsing not on¬ 
ly ilic savings but also the efforts of the 
vast numbers of unemployed and under¬ 
employed people of this country. Wc need 
an organic link between savings and self- 
employment, as well as savings and the im¬ 
provement of the standard of living of the 
savers, not the frittering away of the savings 
oi the coniinunity for meeting wasteful 
govcriimeni expenditures on Indian Festivals 
in the USSR, brantc I RCi, and the like, 

I'lnallv, there is no clearly established link 
between the rale o( saving and the rate of 
interest -except that it should be positive. 
The remeds lies m halting inflation, not in 
increasing the rale of interest. The purpoft 
ot schemes such as devised for retiring 
govciniTieni servants (at 12 per cent interest 
and wealth tax exemption up to Ks 5 lakh) 

IS not clear, ('an anyone say such schemes 
would lead to an addition to total savings? 
This has nothing to do with V D Lall’s 
thesis III faci, mosi of what I have to say 
IS unrelated lo his thesis. '1 he point I am now 
making is that a regime which is not ge¬ 
nuinely concerned about the problems of the 
poor, about raising the income and employ¬ 
ment opportunities of the have-nots, a 
regime that is dominated by a combination 
ot rich businessmen, lobbies of large (and 
prosperous) farmers and elitist bureaucrats 
cannot really devise a consistent set of 
policies in regard to the extraction of 
surpluses for investment for common good; 
and against this background, Malcolm 
Adiseshiah’s question (referred to earlier) re¬ 
mains quite perimcni. 

An attempt to harness additional savings 
from the informal sector therefore needs to 
be considered as part of the following 
package; (a) These savings need to be direct¬ 
ly linked to schemes which may benefit the 
savers (such as loans to those who own plots 
of, say, less than l(X) square metres); (b) The 
savings need to be associated with other 
policies such as the allotment of housing 
sites to the landless savers; and (c) These 
savings need to be protected through the 
avoidance of inflation. 
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'Frailty Thy Name Is Market 

tle«na Khatkhair 


The markets in ihc I '.s the financial markets, the commodity 
markets and the sh.tre nunkets—are up and kicking, up for the 
racketeers and kicking at the investors. 


THE chicken arc lOinmg hi.nu ly loost at 
last. No greater homage paid to the 
super-star - that champion ot market- on 
the eve of his departure from the American 
presidency than that by the flood of scan¬ 
dals and the exposure of the wheeling- 
dealiAg in the markets ot all types—the 
financial markets (witness the swindling by 
the Savings and Ixian Associations), the 
commodity markets of Chicago (that capital 
of blood-curdling crime svithout punish¬ 
ment, where the brokers in the futures take 
their innocent and trusting clients for 
Joy-rides tg Udkfthoon), the share markets of 
New York (whete the modern Ivan the Ibrri- 
ble used inside information to make the old 
Kan the Ikrrible of Ikanst Russia look a 
statesman). The markets are up and 
kicking—up tor the traders and kicking at 
the investers. The supei-star may have passed 
into limbo, spending his time making 
millions by publishing ghost-written 
memoirs, but the sub-stars who worked in 
lesser jobs in the earlier American ad¬ 
ministrations are not to be deterred Zbig 
Bryzenski has pronounced the passing of an 
epoch of communism, attributing it to 
democracy being morally superior and to the 
grand design of the market in a capitalist 
economy For many ol such people Wall 
Street is the main stieei and the mam street 
they talk about when the elections are 
around is really the by lane in the money 
making conurbations 
But where are the markets they are talk 
ing about’’ They seetii to he on the run The 
myth-makers ol the markets are not getting 
the vibrations from the enveloping events 
Look at the plight of the hundreds of sav 
ings and loan associations Aiound hundred 
and twenty billion dollars have been squir¬ 
relled away m the pockets ol the directois 
and chief executives ol these thrifts, not 
because the business which they financed 
went sour, not because oil prices tumbled 
The chairman ot the Fedetal Deposit In¬ 
surance Corporatum is spunks enough to tell 
you why. It is simple greed, gross mis¬ 
management and a conspiracy to cheat the 
depositors And now the Hush admmistra 
tion has unveiled a plan to bail them out 
with a bonanza as a rewaid lot their services 
to the people which is an euphemism for 
pick-pocketing There is a spooks feeling 
amongst those who rack their brains about 
reducing the fiscal deficit which the np-off 
by the S and I s would pla>.e beyond the pale. 
But there is no remorse amongst the marau- 


dcis ol the public’s savings. The league of 
Savings Institutions, which lobbied for non- 
actiun about the S and Ls when their pro¬ 
blem first exploded in 1983, is again in the 
game—this time asking the senators and the 
congressmen to shoot down the Bush-Brady 
plan to salvage the S and Ls. One cannot 
but admire the chutzpa of the league. But 
then this is America, the land of the markets, 
the glory of dynamic capitalist enterprise, 
the intrepid gold-rushers and gold-diggers. 
Why sh(^ tears for the myriad savers, big 
and small, who entrusted thnr earnings to 
these institutions? Why should they be risk- 
averse when the entrepreneur thrives and 
grows rich on taking risks? As there is no 
free lunch, there is no risk-free income. The 
treasury secretary had a brain wave. Why not 
a tax on the depositors? Why not? Have they 
not taken the risk? Alteration between pro¬ 
fits and losses is unavoidable in the game 
of becoming rich There was a belated out¬ 
cry and the deposit tax has been buried now. 
The cognoscenti know that the bailing out 
,cost has been grossly underestimated. It may 
balloon to the region of two hundred billion 
dollars. Amidst this catastrophic financial 
turmoil, the common man has retained his 
sense of humour. The TV talk sbowmien and 
dinner party musical performers have a field 
day. Limericks and spoofs are rolling out. 
One set to the tune of Kenny Roger’s “The 
Gambler” makes comedy out of tragedy: 
“We would rather bet on horses/pay for 
divorces or take financial courses/down to 
Boesky’s prison cell/than take our 
chances/and put our cash balances in the 
unsecured finances at the local S and L.” 

The S and Ls are not the only cuipnts. 
A new scandal has broken out in Chicago. 
The FBI through its undercover agents has 
unearthed a plot by the traders in Chicago’s 
futures exchan^. The gams of innocent in¬ 
vestors are hijacked during the transition 
Irom when a customer’s contract is sold in 
oral auction to the recording of that sale by 
the trader in his books and the illicit pro¬ 
fits are split with a confederate. The FBI has 
discovered what has been known all along, 
ever since the self-interest-guided capitalist 
was born—that “big money breeds greed 
whenever it is found”. 'IWo hundred of these 
traders are awaiting indictment. 

If the stock and futures exchanges romp 
ahead, can the airlines be far behind? The 
deregulation of airlines has played havoc 
with the lives of people, here as well as 
abroad. There are hair-raising stories stupe¬ 


fying the common man, about how the Boo¬ 
ing manufactures death machine Wiring is 
wrongly fixed, screws are missing in some 
parts of the engines, the doors an not to 
right measurement, wing flaps don’t drop, 
the engines ate tested before final certifica¬ 
tion by the nomadk tribe of pilots. And now 
look at the Eastern Line Its owner Lorenzov 
through the legerdemain of leverage buy-out 
(LBO), could swallow that airline Greed has 
run amuck The LBO technique is to denude 
the companies and fill the pockets of 
presidents and chairmen. When the pilots 
and machuusts felt that enough was enough, 
they put their jobs on the biock. Even the 
arch conservative columnist, William Saflre 
could not help saying, “A company is a unity 
of interests created to proflt stockholders, 
customers, employees, managers and com- 
mumties—and not a collection of little 
leveraged buildings on a monopoly board. 
Does it sound sanctimonious from a life¬ 
long {Hoponent of the glory of greed? 
Perhaps, but when the proflt motive is used 
to kill the goose that lays the golden eggs 
capitalists must scramble”. 

The egregious behaviour of the markets 
IS not only the American disease. Down 
south in a different continent, the markets, 
untrammelled by any restrictive repme, 
destroyed the hopes of the Latin people in 
the 1980s in the holy name of libeiidisation. 
Financial institutions went broke in large 
numbers in Chile, Argentina and Uruguay. 
The savings of the poor were lost to the rich 
who stashed them away in the safe haven of 
the American west enacting a new western. 
You may call these countries banana 
republics. But why be condescending? If 
they are banana republics, here the greatest 
and the richest nation is a bonanza republic 
Millions of dollars which can only come 
from the taxes are doled out and the slogan 
IS coined during the Reagan era that govern¬ 
ment intervention is no solution to any pro¬ 
blem, that government intervention is the 
problem. But what is the'name of the huge 
operation salvaging S and Ls if not govern¬ 
ment intervention? The same words do not 
mean the same thing. We are living in an 
Orwellian world. 

Lincoln’s definition of democracy as a 
rule by the people for the people and of the 
people, which thrilled us m our age of in¬ 
nocence, is a figure of speech. It is the rule 
of the people all right, but which people? 
In their grammar, a part stands for the 
whole—a sort of synecdoche. It is the peo¬ 
ple who have wealth, power and the means 
to achieve both who rule. Democracy is not 
inclusion but exclusion politics. \bs, the part 
stands for the whole, but the obverse is not 
true—the whole does not stand for the part. 
Remember that consistency is a fools virtue 
We cannot change the world. Bfe should, till 
kingdom come, sing odes to the market for 
Its magic of one price We mortals are sup¬ 
posed to know the price of everything and 
the cost of nothing. 
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The Undependable Allies 

Ajit Roy 


Without belittling the importance of the Left forging immediate 
limited understanding with the variow non-communist opposition 
parties to counter the threat to Indian democracy posed by the 
Congress(I). it has to be underlined that this limited linkage has 
to be conditioned by simultaneous mobilisation of the genuinely 
left and democratic forces based on a critical exposition of the 
dual role of the undependable allies. 


WHILE correcting the wordy excesses of 
his younger colleagues during his meeting 
with the Press on March 21 at the conclu¬ 
sion of the (’PI(M)’s politburo meeting, 
the party’s general secretary, CMS 
Namboodiripad, himself got embroiled in 
inconsistencies on a number of questions, 
besides revealing the party’s failure to 
resolve the continuing dilemma in the par¬ 
ty’s tactical orientation. 

A younger member of the (-'Pl(M)’s 
central committee I'rom West Bengal had 
in a recent article in the Party’s Bengali 
daily dismissed ihc CPI as a social demo¬ 
cratic party undeserving of any special 
treatment. This clearly made nonsense of 
the various initiatives so far taken by the 
CPl(M) for a closei lelationship with Ihc 
CPI and also ol the wistful statements 
made by Namboodiripad himself after the 
party’s recent congress at Trivandrum, 
visualising a closer working relation, if not 
unity, with the CPI. 

To the extent that Namboodiripad’s 
firm repudiation of the youthful brag¬ 
gadocio helps create a favourable climate 
for the build-up of a closer relationship 
between the two communist parties, which 
has to play a crucial role in consolidating 
the targeted Left and democratic unity, it 
will serve a useful purpo.se. But the quan¬ 
titative increase in the striking power, ex¬ 
pected from this, will only be of limited 
help unless it is accompanied by a clearer 
definition of the immediate political ob 
jectives and the formulation of tactics ap¬ 
propriate for their achievement. It is here 
that E M S has not only failed to move 
forward, but has really run down the 
CPI’s call for a more qualified relation¬ 
ship with forces like the TDP of Andhra 
Pradesh. 

E M S has even overlooked his own lack 
of consistency in drawing a distinction 
between the TDP and DMK governments 
on the one hand and the Assam and 
Haryana governments on the other. 
Assam and Haryana governments are cer¬ 
tainly chauvinist and linked up with the 
BJP, as he rightly says. But how about the 


DMK and the TDP governments? Is not 
the first wedded to Tamil chauvinism and 
the second, led by a saffron-clad, tantra- 
praciising matinee idol who derives much 
of his popular appeal from his identifica¬ 
tion with Hindu deities from his celluloid 
portrayal-s, quite akin to the BJP’s political 
culture? Moreover, are formal professions 
of a secular nature the sole criterion for 
judging the democratic bona fides of a 
political formation? Or, more precisely, 
can a political party or movement be real¬ 
ly secular without being consistently 
democratic? Judged this way, neither the 
TDP nor the DMK, noted for their cor¬ 
ruption, nepotism, suppression of militant 
working class, pca.sant and tribal strug¬ 
gles can really qualify for membership of 
a democratic coalition. This, however, 
does not mean that they should not be ac¬ 
cepted as allies in a broad formation for 
challenging the C'ongress(l). Compulsions 
of practical politics do not leave the Left 
with any other options. 

But alliance.s in such cases have to be 
guided by strictly defined conditions and 
should be accompanied by strivings for 
outgrowing such dependence upon ques¬ 
tionable allies. In other words, while some 
sort of qualified support may have to be 
extended to forces like the TDP and DMK 
as much as the AGP and Devilal’s outfit 
in Haryana in the context of the confron¬ 
tation with the Congress(I), the commu¬ 
nists cannot afford to condone or over¬ 
look the mischievous activities of such 
‘allies’. This capacity of pursuing such a 
discriminating relationship, the CPi(M) 
has not acquired so far, even though the 
rich experience of the previous Janata 
episode should have provided an object 
lesson of Its need. 

The Janata Party in its previous incar¬ 
nation was a classic instance of the dialec¬ 
tical inter-penetration of opposites: on the 
one hand, it has served as the crucial lever 
in the hands of the Indian people for 
ousting Indira Gandhi’s authoritarian 
Emergency regime, and. on the other, it 
was itself the most repressive of the post¬ 



independence regimes. During its rale’'. 
massacres of industrial workers, miners 
and agricultural workers took place at 
Gha^abad, Pantnagar and Kanpur in UP. 
Faridabad in Haryana, and Dallirajhara 
and Bailadilla in Madhya Pradesh. 
“About 300 persons”, reported a 
newspaper on April 17, 1978, “have 
perished in various parts of the country 
due to police firings during the last one 
month.” The newspaper then went on to 
say that this was, perhap.s, an all-time high 
record of death due to police firings in any 
comparable period in the past. According 
to another correspondent, the police 
opened fire on 38 occasions in Uttar 
Pradesh during the previous 10 months. 
All this, however, was in addition to the 
private killings by the kulaks aiut 
landlord.s in a number of notorious ’ 
‘Belchis’ in different parts of the country. 

The CPKM) could not but register the 
significance of these facts in some form 
or another. Its reflections ranged from 
“the connici between the electoral pledges 
of the JamiiH Party and its practice”, as 
noted in the PB resolution of July 1,1978, 
to “its complete bankruptcy” and “adver- , 
.sc perlormance”, decried by B T Ranadive 
in November 1978, to the comparison by 
Jyoti Basil of the Janata regime with the 
situation obtaining on the eve of the 
Emergency coup by Indira Gandhi. 

But on no occasion did the CPl(M) as 
a collective entity or any of its leading 
spokespersons individually come out with 
a sharp denunciation of the anti-people 
crimes of the Janata Party regime, nor^d 
it boldly offer the projection of a Ixft and 
democratic alternative for the popular 
forces to converge in to check both the 
re-emergence of Indira Gandhi and the 
swift degeneration of the Janata regime. 
Instead, M Basavapunniah, a leading 
member of the party’s poliburo, wrote in 
People\ Democracy of August 7, 1977: 
The ('I’I(M) was and is supporting the 
Janata Pariy since ii looks upon the Janata 
Parly as ihe major political force in the bat¬ 
tle fur the defence of democratic rights and 
civil liberties of the /leople, and in defeating 
the dangerous forces of authoritarianism and 
dictatorship represented by Ihe Congress 
Party. (Emphasis added). 

Could there be greater shoitsightedness 
than regarding the Janau Party as the ma¬ 
jor force in the battle for democracy? 
Basavapunnaiah then went on to say: 
The Janata Party is committed to the entire, 
people to undo ait these anti-democratie 
measures and dismantle the entire dictatorial 
framework erected under the Emergency rule 
It has also given solemn assurance to the elec-, 
torate that it will introduce far-reaching elec-' 
total reforms lo ensure free, fair and demo- 
.-r.atic elections. 
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’n ’^mnHinent* fo 

‘garibi hatao^ and so on, the 
; OPKM) leader still preferred to .pin his 
ilrlfiith anew in the Janata Patty's solemn 
' iiiumnces. He also failed to note that side 
hy side with the ‘dismantling’ of the dic¬ 
tatorial framework of the Emergency 
regime, the Janata government was itself 
engaged in the work of erecting its own 
dictatorial framework by bringing in bills 
ffietiie ones on preventive detention and 
■ industrial relations, the latter still serving 
^at a model for Rajiv Gandhi’s endeavours 
the same direction. 

? The collapse of the Janata Party which 
enabled Indira Gandhi to stage her come¬ 
back in 1980 did not persuade the CPI(M) 
to shed either its dependence on or its il¬ 
lusions about these political forces. The 
party’s central committee said in its state¬ 
ment issued at the end of its meeting at 
end-January 1980; 

... it is not too late even now for the Janata, 
the Lok Dal and other opposition parties to 
make a new beginning if only they draw 
lessons from and correct the mistakes ol the 
past... The question before these parlies, 
therefore, is whether they will rectify the 
. mistakes which led to the disastrous result 


we muModt. Biit^'tvf 

it has not. accompanied by simultaneous and iiw 

To clear the least possible scope for any dependent mobilisation of the genuinely 
misunderstanding, it should be empha- Left and democratic forces, based on a 
tic.^ily reiterated that this correspondent critical exposition of the dual roles of 
dots tiot seek to belittle the supreme im- these undependable allies, 
poriancc of immediate, limited and cri- Naturally, CP1(M)-CPI co-operation 
tical understanding with all these dubious can and should play an important role in 

forces represented by the various non- this scenario and that is why the firm posi- 

communist opposition parties, in order to tion taken by E M S Namboodiripad is 

challenge the threat to the Indian demo- so important. But he has to go forward 

cracy posed by the Congressfl) and its to embrace a critical role vis-a-vis the tern- 

government. porary allies of the Left and really 

But this limited linkage, it has to be democratic forces. 

BIHAR 

Behind BJP’s Vananchal Demand 

Indu Bharti 

Straying from its established position of opposition to the division 
of the existing states, the BJP has raised the demand for a 
Vananchal state to be carved out of the tribal areas of Bihar. .A 
combination of electoral, religious and ideological calculations lies 
behind this move. 


of the lok Sabha election.*.; whether they 
would abandon the anti-people policies 
which led to their isolation from the people, 
and whether they will give up the factional 
wranglings among their leaders, unify 
themselves and unite with all to fight the anti- 
authoritarian forces. 

The above line.s, as this correspondent 
wrote at that time, betray at least three 
grave illusions; first, that the parties like 
the Janata and Lok Dai can abandon their 
■anti-people’ policies; second, that they 
can give up their factional wranglings; 
and, third, that they can really unite with 
all “to fight the authoritarian forces”. All 
these parties are essentially foci of the 
Rightwing or Right-leaning opposition to 
the Congt'ess(l). And, as such, because of 
their first loyalty to some sectional in¬ 
terests, not to mention the conflicts of 


THE Bhartiya Janata Party (B.IP) which 
had been staunchly opposing any funhci 
division of the states has now raised a 
demand for carving out a separate state 
of ‘Vananchal’ out of the present .state of 
Bihar. The demand for Vananchal, ap¬ 
proved in August 1988 at the BJP's na¬ 
tional conference at Jamshedpur and foi- 
mally announced by the party's national 
president, L K Advani, in November last 
year at Ranchi, dominated the second 
annual conference of the Bihar unit of the 
BJP held at Gaya on December 24 and 2S, 
1988. The conference decided to intensify 
the movement for clinching a Vananchal 
state. Dissenting voices, including those of 
Kailashpati Mishra, the veteran BJP 
leader and former stale president of thc 
party, were firmly silenced by leaders like 


Irom Oiissa and two from Madhya 
I’l.idcsh The Jharkhand state would have 
an area of 1,87,646 sq km. On the other 
hand, the BJP’s Vananchal will comprise 
only the 12 districts of the Chhotanagpur 
and Santhal Parganas region ol Bihar and 
will have an area of 79,714 sq km. Demo- 
graphically. while the proposed Jhark¬ 
hand state would have a population of 
around three and a half crore, BJP’s 
Vananchal would have about two crorc 
people. BJP’s demand for Vananchal state 
thus means a smaller Jharkhand state, 
comprising only the Bihar segment of the 
proposed Jharkhand. 

In its present phase, there are, broadly 
speaking, live streams in the Jharkhand 
movement. One stream may be called the 
Congress Jharkhandis, tho.se who were in- 


overweening personal ambitions of vari¬ 
ous leaders, they cannot rise above fac¬ 
tional wranglings except for brief periods 
and under special circumstances, as they 
did on the eve of the sixth Lok Sabha elec¬ 
tions. Similarly, they can strike an anti¬ 
authoritarian posture only in a limited 
sense—that i.s. to the extent that they 
themselves become victims of authori¬ 
tarian suppression. It is idle to expect 
these parties to become part of a genuine, 
effective and credible united front against 
authoritarianism—a united front which is 


liider Singh Namdhari, the party’s pre.sent 
state president, and Samresh Singh, a BJP 
heavyweight from the Jharkhand region 
and a staunch Vananchal protagonist. 

The BJP’s e$pou.sal of the cause of a 
separate state ostensibly for the ‘uplift- 
ment and welfare’ of the ‘Vanavasis’ (the 
party’s term for the tribals) has to be seen 
in the context of the facts that the move¬ 
ment for a separate Jharkhand .state has 
once again been gaining momentum and 
that the elections are round the corner. 
The Jharkhand state has been conceived 


itially Jharkhandis but are currently 
Congressmen. This stream has for quite 
some time now been advocating what the 
BJP has now termed Vananchal. When 
S B Chavan, the union finance minister, 
visited the tribal region of Bihar last year, 
leaders of this stream gave him a memo¬ 
randum which proposed the creation of 
a union territory comprising of the tribal 
region of Bihar. A similar memorandum 
was also signed by 42 senior Congress 
leaders from the region, including MPs 
and MLAs. The .second stream in the 


based not only on the negative content of 
the opposifion to the Congress(I). but also 
on a positive commitment to the democra- 
tisation of the social order. The function¬ 
ing of NTR, Devilal, Karunanidhi and Co 


of as a political unit to be carved out of 
the 21 adjoining tribal-dominated districts 
of Bihar, Orissa, West Bengal and Madhya 
Pradesh, llvelve of these districts will be 
from Bihar, four from West Bengal, three 


Jharkhand movement comprises the 
church-influenced Jharkhandis, whose 
primary concern is the development of the 
church and the protection and ^tension 
of missionary activities. The thinl stream 
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t£ite turned io the fniwnenbt^ path and 
in the process have blunted the edge of 
their movement. The fourth strand may 
said to be composed of new militant 
elements influenced by leftism and in¬ 
spired by the Assam movement. They have 
organised themselves in the All-Jharkhand 
Students’ Union (AJSU) and are reported¬ 
ly getting some support from the GNl.F 
and the Bodoland movement. Finally 
there are the different groups of the 
CPl(ML) which have become a strong 
force in the Jharkhand movement. 
Recently the CPI has also extended its 
"limited and conditional” support to the 
movement. Other leftist leaders like 
A K Roy continue to support the move¬ 
ment despite their differences with leaders 
like Shibu Soren and others. Increasing in¬ 
tellectual support has also come from 
people like Sita Ram Shastri and Rani- 
dayal Munda. With such varied forces in 
it, the Jharkhand movement has been 
once again gaining momentum, despite 
serious internal differences and the resul¬ 
tant confusion. 


coiiviefilhg me tribals to Chfistian^ifthd ' 
have been a potent force behind the 
Jharkhand movement. Last year’s rally 
where party president Advani announced 
the campaign for Vananchal as well as the 
state party conference in December were 
used by the BJP to demand a ban on the 
flow of “loreign money” and foreign mis¬ 
sionaries into the region. And simultane¬ 
ously with the Vananchal campaign, the 
Vanavasi Kalyan Kendra (VKK), an outfit 
of the BJP and RSS, has intensified its 
drive to rcconveit the tribals to Hinduism. 
As a senior BJP leader confided, “we can¬ 
not afford to let these missionaries turn 
the tribal region into ‘Churchanchar, 
hence our movment foi Vananchal”. This 
RSS-B.IP inspiied Hindu vs C?hristian 
tussle may well lake an aggressive turn. 

11.e man behind BJP’s current en¬ 
thusiasm over Vananchal is the state parly 
president, Indcr Singh Namdhari, who is 
>upported on this i.ssuc by Samresh Singh 
and Ritlal Venna. These leaders have con¬ 
vinced the national leadership that with 
this slogan It would be possible to con- 


strength flvm this region in the hext: 




tion. More generally also, support^ 
regional autonomy demands seems td M 
a part of the BJP’s new election tactics 
and the party has extended its support 
also to the ‘Uttarakhand’ movement. 

Part of the same election tactics is also 
the BJP's new-found concern for the rural 
masses. I he economic and politicaJ 
resolution adopted at the last state parijt 
conference focused on the plight of t)^ 
poor peasants and labourers and the State, 
party president, in course of an interview, 
even invited the naxalites to join hands 
with the BJP. OI late the RSS and the 
BJP’s youtli wing, the Akhil Bhartiya 
Vidyatthi l*aristiad (ABVP), have also 
been concentrating on the ‘Naxal areas’ 
of Bihai. The holding of conferences by 
the ABVP. the RSS and the BJP at Gaya 
last yeai w as cciiainly no coincidence. The 
RSS has publicis promised to turn the 
state’s ’I al Kshetra’, the Gaya-Jehanabad- 
Rolitas icgiun, into a 'Kesaria Kshetra’ 
and the MIX P has organised padyatras in 
the Ciaya-.Iclianabad region. 


The BJP which claims to have a ‘strong 
base’ in the Jharkhand region feels 
threatened by the renewed vigour of the 
Jharkhand movement and the increasing 
influence of leftists in it and it is to 
counter these developments that it has 
launched the movement for Vananchal. It 
is interesting to note that the BJP has all 
along rejected the term ‘Adivasi’ and the 
existence of Adivasis as an equal and in¬ 
tegral part of so-callcd ‘Aryan’ society. It 
instead uses the term Vanavasi for the 
tribals. The BJP claims to have a ‘strong 
ba.se’ in the tribal region with as many as 
II of its 15 MLAs coming from the<'’ 
region. But the party’s support is actually 
confined to the urban and .semi-urban 
areas and comes from traders, money¬ 
lenders and busincs.smen—the ‘dikus’ (the 
Jharkhandis’ term for outsiders and non- 
tribals) who have been exploiting the 
tribals and looting the wealth of the tribal 
region. By patronising these elements the 
BJP has been cornering a sizeable number 
of assembly seats from the tribal region. 
The Jharkhand movement is, of course, 
directed against these elements who con¬ 
stitute the base of the BJP. This is one of 
the reasons why the BJP has been oppos¬ 
ed to the Jharkhand movement. With the 
growing influence of the leftists in the 
Jharkhand movement, and of the 
CPl(ML) groups in particular, who have 
mobilised the rural population, the BJP 
with its slender base among the ‘dikus’ has 
been all the more alarmed. 

Behind the BJP’s Vananchal movement 
is also a strategy to counter the growing 
influence of missionary activities in the 


HEAD OF ASIA AND PACIFIC REGION 

Amiu-.sty International (AI) needs a Head »>f the Asia and Pacific region 
ot the Research Department based in Uindon 'I'lu- work of the depart¬ 
ment includes investigating and documenting human rights violations 
in the region and preparing initiatives to be taken by Amnesty Interna¬ 
tional in relation to prisoners of eonseieme. tri.il procedures, the treat¬ 
ment of prisoners and the death penalis 

The Head of Region occupies a middle management position within the 
Intertnational Secretariat of AI. S/he supers ises some 2 i staff on strategy 
and techniques for action and research, approves texts and actions 
prepared by the research staff; advises on poliev matters, and has im¬ 
mediate responsibility for various administr.itiM, budgetary and person¬ 
nel matters 


Ciandidates must have sound |K>litieal )udgemeni and extensive knowledge 
of the Asia and Pacific region, with a specialist knowledge ol one sub- 
region Experience or demonstrable abilitv in supervising specialist staff 
is necessary, as is the ability to communicate vscll in English both orally 
and in writing, and to represent AI externally Knowledge of an Asian 
language and/or another European language would he an asset. 

SALARY .£ 16 1«7 per annum 

CLO.SINC; DATE FOR RECEIPT OF COMIM.Fl El) APPIICATION FORMS 
2 JUNE 1989 

/tor further information ami an application form, please contact 

Personnel Office 

Amnesty International ^ 

International Secretariat 
1 Easton St 

SrJS'*?' qf International 
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Cautam Navlakha 


The religious conference organised by the Vishwa Hindu Parishad 
at the Kumbh Mela has demanded the destruction of the I^th 
century Babri Masjid and the construction of a Kama temple on 
its site. The implications of this and other demands raised at the 
conference stretch far beyond the Babri Masjid issue which is, 
after all, only a thin disguise for the aggressive assertion of the 
‘Hindu Nation' concept. 


TAKING advamage of ihc i;apnvi' 
audienL'c ol several lakhs gathered 
at the kumbh Mela and the presence 
of Hindu religums leaders, the Vishwa 
Hindu Parishad (VHP) ssas once again 
able to turn the Ihiec-day (January 31- 
Februaiy 2) ‘religious conierenco’ 
held once every 12 years into a show of 
‘Hindu powerSpeaker alter speaker at 
the conference denounced the minorities 
(some in language that cannot be reported 
for “fear of libel or a not”, as The 
Statesman put it) and the conference 
adopted a resolution demanding the dest 
ruction of the 15th century Babri Masjid 
and construction of a Kama temple on its 
site. The lesolution states that the site 
of the Babri Masjid is the Rama Junma- 
bhoomi. that it is “the most respected 
place lot Hindus" and that “the laith and 
belief ol the Hindus cannot bt changed 
by any judicial V or goscinmeni” It warns 
the government ol a “major levolt” if it 
docs not remove the obstacles in the wav 
of “rescue" ol this alleged birth place of 
Rama. It was also announced at the con¬ 
ference that a five-day Mi/na would be 
held ill 6,(XK) places all over India starting 
on September 10. Believers would bring 
to the closest va/na place the idols ol 
Rama they theniselvcs worship. All the 
idols thus collected would be taken to 
Ayodhya by November 14 I urther, each 
of the ^,00.0(K) villages in India would 
contfibute a brick to be called ‘Ramshila’ 
by November 9 for the proposed temple. 

In other words, the organisational ten¬ 
tacles of aggressive Hindu ism are being 
sought to be e.siended. The implications 
of this stretch fai bc-yond the Babri M.isjid 
issue which is but a thin disgui.se for the 
assertion of the 'Hindu Nation' concept 
defined >n leriiis ol Hindu religion, culture 
and civilisation. 1 his is clear iVoin the em¬ 
phasis on Hindu faith and belief in the 
resolutions adopted at the ‘religious 
conference' 

It is, of course, well knowm that ar¬ 
chaeological and other hisioiical sources 
rai.se .serious doubts about the authenticity 
of the Hindu fanatic.s' claims about Babri 
Masjid. txcavations have turned up no 
evidence of any .settlement in the area 


prior to seventh century BC. It is also in 
dispute whether ‘Sakei’ of the epic (as 
Ayodhya was known) and preseril-dav 
Ayodhya are t he same While local legends 
now identity innumerable sites as being 
Rama’s birth-places, the historical veracity 
ol the epic itsell and its chaiacteis and 
events is questionable As lot the alleged 
destruction of a temple and the construc¬ 
tion of a mosque on its site, there could 
not be better evidence to the contrarv than 
the fact that tb ■ mediaeval Bhakii pod 
I'ulsidas nowhere mentions this in his 
works or even alludes to it. Ihc iniiic 
demand therefoic rests on the argument 
ol the laith ol the Hindus. 

The VHl’ conlereiise passeil loin other 
provocative lesolutions, deniandini’ that 
Allahabad be renamed as I’rayag and that 
a saffron flag be unfurled to mark the 
povvci of Hinduism: denouncing the 
special status lor lammu and Kashrmr 
and Mi/oiain; watning of “( hristiati tins 
siotiary inspired" separatist derminds in 
lharkhaiid; and, finally, exhorting HiikIus 
to vote only lor those who believe in the 
“wellare ol Hindus”. The display ol 
organised Hindu power and the articula¬ 
tion of the ‘Hindu national ethos' are 
quite explicit in these resolutions 

Now, the mosque at .Ayodhya is not the 
only one claimed by the Hindu fanatics. 
The VHP conierence at the Kumbh Mela 
demanded that the Muslims should “give 
up their claim” over Krishna .laiuna- 
bhoomi at Mathura and the Vishwanatli 
temple at Benaras. In fact the dispute over 
the Mathura place was settled in 1%8 and 
the mosque and the temple have existed 
side by side. In any case it has been 
established that the temple at Mathura 
had been built on a sue where a Buddhist 
Math had stood and which had been dest¬ 
royed. As for the Vtshwanath temple at 
Benaras, here again the temple and the 
mosque have co-existed without problems. 
To inject antagonism over this issue now 
IS an act of provocation and an attempt 
to whip up communal passions. Once 
demands such as those raised by the VHP 
are conceded, there will he nothing to stop 
Hindu fanatics from claiming the Hindus’ 
rights to other sites where mosques now 


ssffie and demand hestbration bf’thc^r ' 
titles to sites where there are temples 
today? 

Hostility directed towards the mino¬ 
rities has been a feature of the Kumbh 
Mela, especially after I%6 when the VHP 
fust appeared on the scene and was per¬ 
mitted to organise the ‘religious con¬ 
ference’ 111 1966 the main plank of the 
VHP had been the unity of the Hindus 
through the popularisation of the three 
cults of Mother India, Mother Ganga and 
Mother Cow. In 1978, the conversion of 
Hindus and the threat to Hindu ethos as 
posed by, for example, secular historio¬ 
graphs were made the focu.s. And now in 
19,S9 the VHP is flexing its muscles 
through the demand for Babri Masjid. 

I he VHP tasted blood on this issue when, 
in .lanuaiy 1986, the government instruc¬ 
ted the local adniinisiration to tell the 
court that the opening of Babri Masjid 
would not cause any law and order pro¬ 
blem. However, the calculated appease- 
mcni ol Hindu lanatics by the govetniiicnt 
had bei.’uii much before that. Indira 
Gaiidlii had spoken of the threat to 
‘nii.iima’ at an Arya Saniaj meeting in 
,A|iiici- 111 1982. Ill the same yeai she had 
itiaiigiiraied the VHP-buili ‘Bharat Mata’ 
temple at Haiidwar. Ihc Indira Gandhi 
goveiniiient had endoised the position of 
ihc Hindu lanatics on the que.stion of con- 
vcisioiis III the parliament m I9'83. The 
Miliiie parts‘s policy of appeasciuept of 
HiikIus was most in evidence in the tele¬ 
casting ol the unlocking ol Babri Masjid 
by the captive Hoordaishan .And as if to 
leimive all doubts on this score, the 
goveriimeiii violated its own law on the 
misuse ol religious places or gatherings 
lor political purpo.ses when it permitted 
the VHP to hold the religious conierence 
and propagate its viciou.s Hindu Rashtra 
sanipaign. 

Vk'hat is surprising is that barring 7'he 
SiuteMiian the national media and the 
opposition parties, including CPI and 
CPI(M), which are otherw ise so voluble 
on communalism, have maintained a cal¬ 
culated silence on the Congress(I)’s 
pandering to Hindu lanatics and have not 
seen the need to denounce it and make 
open their opposition to the whipping up 
of Hindu fanaticism. With the elections 
slated tor the end ol the year, the VHP 
has cleverly timed its programme for 
November. The Congre.s.s(I) has clearly 
kept open its option to bid tor RSS-VHP 
support. What would be tragic is if, for 
the same electoral reasons, the opposition 
parties, particularly the Lelt partic.s, .shy 
away from coming out openly against the 
ruling party’s pandering to Hindu 
fanaticism. 
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Prices 


While on a point-to-point basis the rise in wholesale prices ivaA 
significantly lower in 1988 thaii in the previous year, the upward 
pressure on prices of essential consumer items continued despite 
the bumper harvest. 


THE rate of inllation as redeeted in 
wholesale price index was 5 per cent in (he 
first II months of 1988-89 oh a point-io- 
point basis, which was about half the rist 
of 9.8 per cent registered in the correspon¬ 
ding period of 1987-88. However, on an 
average basis the increase was the same at 
7.3 per cent in both petiods. 

The uptrend in prices which eominciu- 
cd in cnd-Decembcr 1987 continued nil 
the index reached a peak ol 4-13.4 hs the 
fourth week of Octobei 1988 (sec lahlc 1) 
Howevci, at this level, tlie price use .it 
5.7 pel cent was only about twc'-ihnds ol 
the rise of 8.8 pci cent in 1987 88 C oiii- 
modities that biought out the surge were 
cereals, pulses, fruits, vegetables, milk, 
condiment.s, spices, sugai and gui These 
commodities, having a weight about 33.5 
per cent in the general price index, ac¬ 
counted for about 85 per cent of the rise 
in the general price level as against onis 
48 per cent during the same pci lod in the 
previous year. But for the fall in the prices 
of oilseeds and edible oils, the rise in the 
general price would have been sieriilicani- 
ly higher. The fall in prices Iroin the last 
week ol Octobei comprised the seasonal 
declining trend, which though late to com¬ 


mence by about ten weeks (normally the 
seasonal decline starts from the second or 
third week of August) was notable in the 
next ten weeks. The laie ol decline in 
pi ices at 1 pci cent between end-October 
and cnd-Dcccrtiber 1988 was in contrast 
to the upwaid trein* of 0,4 per cent 
witnessed in the ^or'csponding period of 
1987-88 friccs ot commodities such as 
pulses liuiis. vegetables, oilseeds, sugai, 
gui .ucd -.■dihlc oils tell, but to some extent 
the clicc'l w.is iiciiiiahscd b\ ihc use in 
piiccs ol .cii-.ils, milk and coiidimcnis 
.iiid spices 1 loni the hisi wcek^of 
Deccnibei 1988 prices resumed their 
upward trend and in the next eight weeks 
regisieicd a rise of 0.9 per cent which was 
almost twice as high as the rise of 0.5 pei 
cent recorded in the same period ol 
1987-88. I'nlike in the previous year, the 
main piessure emerged from pulses, milk, 
sugar and gur These commodities, hav¬ 
ing a weight about 16 per cent in whvvlc- 
sale price index, accounted lot about 
40 pci ceni ol the use as against a negative 
coniiibuiion bv them in the previous year. 

In the caicndai year 1988 the wholesale 
piicc index lose by about 5.4 per cent on 
a point to point basis as against 9.2 pci 


cent in IW7 ntd 6.2 pet cent m I 
index for consumer goods in the whislMiife .r. 
price index (constructed roughly by ide«' 
tifying about 70 commoditie.s which figure 
in the wholesale price index as well as in 
the consumer price index) recorded a 
lower increase of 6.7 per cent a.s against 
10.8 per cent in 1987. However, among 
consumer goods, two commoditiesrfihillics 
(170.8 per cent) and potatoes (130.0 |wr 
cent) registered record increase.s. While in- ■ 
creases in prices of wheat, jowar, gram, 
moong, masur, urad, meat, milk, onion, 
lea, coflee, bidi, medicines, hair oils and 
ra/oi blades were in double digits, prices 
of bajra, tin, groundnut oil, fish, pepper, 
bananas, soap and gur recorded declines 
(lahlc 2). However, the contribution of 
food Items to the general price rise at 
about 50 pci cent was higher than that of 
47 pci cent last year. Pulses, cereals, 
chillies, onions, potatoes, tea, coffee, milk, 
etc, acLOuiiiccl lor the larger part of the 
use 111 this group. Though the prices of 
nil iccoidetl a decline, all other pulses 
moved up to bring about an increase in 
the index foi pulses of 29.5 per cent. 
However, this rale ol increase was lower 
than that ol 37 pet cent recotded in 1987. 
The stagnant production of pulse.sonthe 
lace ol increasing demand continued to 
be the main fav toi behind the higher rise 
in piiccs. Substantial increase in the prices 
ol rief, whcji and jowar pushed up the 
pi ice of cciea's bv 10.6 per cent during the 
veai. the same as m 1987. The decline in 
bajia and mai/c prices had a soothing 
eficci tin cctcal puces The rise in prices 
ol lice and wheat may have been due to 
the widespread Hood m September and 
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Weiglil 

Hisiiil' Pli.ise 
.‘Xpril-Ociohci 

1988 198? 

Occlining I’liasi 
October Dcceiiitvi 

1988 1987 

Rising 

OeceiTiher 

1988 89 

Phase 

-l-ehniaiv 

1987 88 

loial 

Apiil-l-ebruary 
1988-89 1987-88 

All cuniniodil les 

KXXI.OO 

S 7 

8.8 

1 0 

0.4 

0 9 

0-5 

5 0 

9.8 



(too 0 ) 

(KKUI) 

(100 0) 

(ItXX)) 

(100.0) 

(KXIO) 

(100.0) 

(100.0) 

Cereals 

107 41 

49 

10 6 

2,5 

1.5 

t 8 

2 

8 8 

15.7 



(7 1) 

(9 5) 

(20.5) 

(24.S) 

(16 0) 

(‘;;6) 

(14 5) 

(12.6) 

Pulsc.s 

21.79 

47 6 

2S 7 

S 

S 9 

22 

2 6 

354 

29.6 



(21 5) 

(6.9) 

( 52.5) 

(56 7) 

(8 4) 

( 18 6) 

(18 6) 

(7.1) 

Fruits and vegclahles 

61 

6,6 

"0 

7 1 

97 

(19 

(11 

1 2 

.5..1 



(7 6) 

('4) 

( 47 6) 

( 147 8) 

( 6 0) 

to 9) 

( 1.5) 

(-2.3) 

Milk and milk products 

61.5(1 

K I 

11 *; 

6 1 

01 

2 1 

1 S 

17 0 

10.4 



(7 1) 

(6 9) 

(-72 0) 

ll 41 

(12 2) 

(16 0) 

(16 9) 

(15.5) 

Condiments and spices 

10 94 

^5 5 

42.8 

14.5 


20 8 

^ 2 

21 1 

47.0 



(5 0) 

(<0) 

<49 3) 

( 4 0) 

( 26.0) 

(8 4) 

(.7 4) 

(2.9) 

hibies 

tl 75 

0 8 

172 

1 7 

5.S 

•> ■» 

10.7 

4 0 

36.8 



(0 51 

(3 9) 

( 4 0) 

(28 S) 

( 5 M 

(48 S) 

(-19) 

(7.6) 

Oilseeds 

42 01 

to ■' 

74 8 

4 

0 1 

4 4 

6 1 

21 8 

26.5 



( 8 2) 

ll ' 4| 

( 5:9) 

( 1.2) 

( 16 1) 

I 89 9) 

( 19 2) 

(10.5) 

Sugar, khandsari and gui 

72 41 

52 0 

21 6 

16 0 

■> 

2 8 

6.4 

(1 5 

5.7 



(.56 4) 

(.6 61 

( 124 9) 

( 127 5) 

(19 4) 

( -91 2) 

18 I) 

(.3.9) 

Edible oils 

.57 16 

5 3 

27.7 

28 

2 1 

5 1 

8 8 

- 12.8 

10.5 



(‘ .7 7) 

;io8) 

( 0,5) 

( 217) 

( 18 9) 

( 79.9) 

( 10.2) 

(4.5) 


fVote: Figures in brackets are weighted contribution ol individual groups to general price rise. 
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and Haryana and the' ' $um«r' goods ' grtn^^,' tar,'" ' , 

Is^ddnaequent disruption of supply in the groundnut oil, fish, pepper, bananas, soap frequendy, raised the prices ofcommodi- 
f' northern belt. Controlled release of sugar and turmeric, all other commodities regis- ties under price control by 4.9 per cent 

for the public distribution system and bet- lered increases varying between 0.7 per during the year—almost double the rise 

ter availability of sugarcane for gur pro- cent in the ca.se of tooth-powder and of 2.4 per cent in 1987. 

duction have helped to keep prices of 170.6 per cent in case of chillies. Prices Following the trend in wholesale prices, 
sugar and gur in check. Gur prices tell by of industrial raw materials moved down consumer prices also recorded a lower rate 

4.3 per cent during the year compared to by 6.8 per cent in 1988 in contrast to a rise of increase of 8.8 per cent in 1988 as com¬ 
an increase of 5.8 per cent in the previous of 24.7 per cent in the previous year, pared with 9.3 per cent in the previous 

year. In step with the substantial fall in Mainly due to a fall in raw cotton prices, year. However, the consumer price index 

oilseeds prices (by 29.9 per cent as against prices of fibres went up at a relatively for food items flared up by 9.4 per cent 

a rise of 21.2 percent in 1987) edible oils lower pace of 2.5 per cent during the year during the year, more than the rise 

prices dipped by 15 8 pet cent in 1988 as in comparison with a higher rate of 36.7 reflected in the wholesale price index (see 

against a rise of 19.8 pei ceni in the per cent in 1987. The fall in the industrial Table 3). It can be seen from Table 3 that 

previous year, tven though ihe iniecs of raw materials index is mainly accounted most of the groups have recorded a higher 

bananas recorded a fall of 7.5 per cent, for by substantial decline in oilseeds prices rise in the consumer price index than the 

increase in ihe puces of potatoes and whose production recorded a significant corresponding group identified in the 

onions drove up ihc iiidcs ol puces of the increase. Periodic upward adjustment in wholesale price index. The.se commodity 

fruits and vegetables gioup by 7.7 pei cent, electricity tariffs, raising of the prices of groups, moreover, have a higher weight in 

higher than Ihe ri.se of 2.7 per cent in 1987. steel items and dependence on the intei- the consumer price index than in the 

As can be seen lioin table 2, in the con- national market lor non-ferrous metals, wholesale price index. 

1 SHI I 2’ 1 R1 Nl) IN WllOI l-SAI L PRK I INDLX 
(BASb 1970 71 ^ 100) 


Comnioditics 

Weight 


1987 

1986 

1985 

1984 

All (ioniinii- 

dltii's 

IIHHI.II 

.■».i 

9.2 

6.2 

.5.4 

5.7 

Consumer 

Goods 

SK.t.51 

(if. 

10 4 

6 5 

8.9 

1.7 7 

Chillies 

s 02 

170 8 

102 1 

46 1 

75 7 

164.7 

Potames 

10 12 

1.70.0 

f.4 0 

41.7 

.70.8 

21.1 

Gram 

10.79 

«>4 

72 1 

75 8 

9.2 

79.2 

Blades 

0.47 

S4 7 


42 4 

.7.6 

— 

Jowar 

8.79 

.71 1 

7.7 

7.0 

7.9 

7 9 

Onion 

1.94 

70 9 

8 7 

79.4 

76.5 

40 7 

Masiir 

1 59 

29 7 

14 0 

24 

2.4 

in.l 

Moong 

2.S.S 

29 ft 

79 4 

11.8 

9 5 

72.8 

Urail 

2 02 

S', s 

27 2 

■» ■> 

7.9 

7 8 

Medicines 

9 87 

I'l 8 

11 s 

7 ft 

4 2 

0 8 

Wlieai 

74 r 

17 2 

8 ■ 

8 7 

9 4 

s 0 

Tea 

II 4‘1 

12 9 

9.6 

4 2 

17 9 

5.9 

Milk 

45.19 

If'. ,7 

179 

7 7 

6 7 

2.4 

C.'oflec 

1 M 

12 7 

7 ^ 

7 9 

5 0 

18.7 

Bidi 

0.2' 

II 0 

27.7 


- 

25.5 

Meal 

8 If. 

10 4 

7 2 

0 7 

14 7 

18 ' 

Vanaspaii 

7 S2 

9 s 

2 0 

72.9 

17 2 

10 7 

Rice 

51 71 

79 

99 

9.0 

5 4 

4.4 

Salt 

0 77 

79 

0 2 

2.7 

24 

8 ■' 

Bread 

1) 79 

74 

■X ^ 

II 1 


48 

Ghee 

17.87 

s 7 

18.7 

24 5 

9 1 

2.9 


Commodities 

Weight 

1988 

1987 

1986 

1985 

1984 

Copra 

4.49 

5.2 

5.9 

91.6 

-55.7 

10.7 

Butter 

2.44 

5,0 

28,0 

17.8 

0 5 

4.2 

Sugar 

21.91 

4.9 

I 0 

7.0 

20.7 

7.7 

Cigarellcs 

12 75 

4 7 

9.7 

— 

47.5 

7.7 

Pool wear 

0.90 

2 6 

5.1 

9.7 

14.6 

7.1 

Utensils 

1.93 

2.0 

22.0 

1.0 

~ 


Toothpaste 

0.45 

1.4 

6.7 

5.4 

5.9 

4.6 

Coconut oil 

7.50 

1.7 

7.9 

80.2 

- .52.1 

16.5 

Cotton cloth 

78.04 

1 0 

2.6 

08 

7 5 

7.7 

Eggs 

4.20 

0.8 

8 1 

10.4 

4.0 

10.7 

Ibolh-powdet 

0.18 

07 

7 0 

6.9 

— 

— 

Kerosene 

8.75 


— 

72 

10.5 

0.9 

bleciricily 

24.(K) 

7 1 

10 2 

12 7 

20.0 

10.4 

Black peppet 

0.79 

71.2 

5 4 

47.9 

60.7 

21.1 

Groundmil oil 

14.15 

21.0 

27 7 

25 8 

-1.4 

7.2 

Tur 

5.24 

27.0 

57.1 

77 1 

5.4 

■ 24.9 

Turmeric 

1.26 

14.2 

18.2 

72.5 

-19.0 

79.6 

Baira 

5.64 

129 

17.5 

-5.6 

39.6 

- 2.2 

Fish 

6 71 

89 

0.5 

4.8 

IS.4 

9.5 

Bananas 

17.78 

7.5 

10.6 

14.9 

27.9 

-4.8 

Gur 

45 58 

4.7 

5.8 

1.6 

14.8 

10.5 

Soap 

7.05 

1 4 

70.6 

8.4 

-0.7 

22.0 

InduMriul row 

materials 

112.66 

6.8 

24.7 

17.4 

12.7 

7.2 

.Administered 

ptives 

156.67 

4.9 

2.4 

4.0 

10.7 

6.0 


T SHI R 1 Miisimim inPrkisoi C'ONSi.'MiR Arik I l'. (Percentage Changes) 


As Measuicit by \MioU's.ile Prices_ As Measured by Consu mer Prices 


1984 

1985 

1986 

1987 

1988 

Wcighi 

Wcighi 

1988 

1987 

1986 

1983 

1984 

5.7 

5 4 

6 2 

9 ; 

5 4 

10(7 0 General price increase 

100.0 

8.8 

9.3 

9.2 

7.1 

5.2 

15.8 

8 5 

1 X 

10 8 

6 7 

47 bood index 

60.9 

9.4 

9.7 

10.5 

6.6 

2.5 

4.6 

28 7 

1 4 

4.2 

5 1 

1.4** Pan. supan, tobacco, elc 

4.8 

4.8* 

8.5 

9.9 

16.6 

10.5 

8.2 

r.9 

III 9 

8 2 

5 8 

7.4** buel and hghi 

5.8 

8.8* 

6.3 

6.1 

7.8 

I2.I 

5.9 

1 0 

Oft 

10 5 

7.1 

7.9* C.'lothing and fexitwear 

8.5 

8.0* 

3.9 

4.4 

6.4 

5.3 

9.1 

4 8 

5 1 

168 

9,1 

1.6** Health and personal care 

13.7 

6.2* 

ll.l 

7.8 

5.1 

12.2 


Note. * Data available up lo September 1988 only. 

** These indices are coiisiiucicd afiei identifying, commodities appearing in both the wholesale and consumer price indices. 
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Kisan Sabha 

DN 


The lifework of Swami Sahjanand, the legendary leader of the 
Bihar Pradesh Kisan Sabha, whose birth centenary this is, did 
weaken feudalism by eliminating zamindari, but that was 
accomplished in a manner that did not end the dominant position 
of the upper castes. Sahjanand’s work illustrates the limitations of 
progressivism which while claiming to represent all peasants ended 
up representing only the rising sections of the upper castes. 


AMONG various birth centenaries, this is 
also the birth centenary of Swami 
Sahjanand, the legendary leader of the Bihar 
Pradesh Kisan Sabha, which was by far the 
largest and most vigorous kisan organisa¬ 
tion in India in the colonial period. 

Sahjanand was initially associated with 
the attempt to establish the Bhumihar’s 
credentials to being considered Brahmins. 
Bhumihar is a caste specific to Bihar and the 
adjacent parts of eastern UP. In the nine¬ 
teenth century literature (as, for instance, in 
Francis Buchanan’s accounts) they are refer¬ 
red to as ‘military Brahmins’. They were not 
priests, but ‘cultivators'. An important sec¬ 
tion of Permanent Settlement zamindars 
were Bhumihars. But the Bhumihars were a 
considerably differentiated caste, including 
in their ranks even a section of peasants who 
participated in all kinds of field labour, ex¬ 
cept that of ploughing—tabooed for the up¬ 
per castes. Sahjanand, though himself not 
a Bhumihar, was closely connected with the 
Bhumihar Brahman Mahasabha. Within the 
Mahasabha he identiHed with the non- 
zamindar sections. From there, it was a short 
step to the Bihar Pradesh Kisan Sabha, of 
which he was the founding president. 

Any centenary tribute to Swami 
Sahjanand has inevitably to be an 
assessment of the Kisan Sabha and the 
movement he led. 

The central issue of the Kisan Sabha 
movement was that of zamindari aboli¬ 
tion—abolition of the ta.x-collecting rights 
the zamindars had received from the Perma¬ 
nent Settlement, so that the raiyats would 
become the direct tenants of the state. Apart 
from zamindari abolition, the BPKS's main 
demands were: cancellation of agrarian debt, 
granting of ownership rights to peasants, ex¬ 
emption from taxation of ail those whose 
income was below the minimum necessary 
for a family. As far as movements go, the 
other major movements led by the BPKS 
were the bakasht struggle, for the restora¬ 
tion of lands seized from the occupancy 
raiyats; and the bhaoli struggle, to transform 
produce rent into money rent. But it was the 
movement for zamindari abolition that led 
to the rise of the Kisan Sabha and when this 
issue was settled, with the passage of the 
Zamindari Abolition Act in I9S0, the demise 
of the Kisan Sabha soon followed. 

The Kisan Sabha’s zamindari abolition 


movement was not a full-fledged anti-feudal 
movement. It dealt only with the tenant 
(raiyat) and not with the under-tenant 
(under-raiyat). Consequently, demands like 
ending sharecropping or other forms of 
tenancy were not part of the Kisan Sabha 
movement. The movement of the Santhal 
bataidars in 1939-42 for instance, was out¬ 
side the BPKS: in fact, it was led by some 
Congress elements. Fven though Swami Sah- 
iatiand visaed the area during the period ol 
the movement, he had nothing to do ssiih 
the bataidaii movement IChakravarty, 1986) 

Furthci, the Kisan Sabha totally ignored, 
even opposed, the granting of land rights to 
the dahts and other agricultural labourers. 
The ascripiive noiioii, characteiistic of a 
feudal society (whether organi.scd into castes 
or estates), that ma/doors could not be 
kisans was part of the Kisan Sabha philo¬ 
sophy. Even a ‘communist’ like Rahul 
Sankrityayan explicitly opposed the granting 
land rights to agricultural labourers. What 
the BPKS demanded was merely ‘gainful 
employment' for the landless. 

The BPKS in its manifesto had stated: “A 
peasant is known as a grihasifta. a person 
who earns his livelihood by cultivation and 
agriculture, be he a petty landlord, raiyat or 
labourer working on wages for ploughing 
fields” [Mukherjee, 1980j. Since the BPKS 
had explicitly set itself against granting land 
rights to I he traditional agricultural 
labourers, Ihc agricultural labouiers lefer- 
red to above ate just those few from the up¬ 
per castes. It is important to note that 
grihastha has a definite caste connotation: 
only those from the upper castes are 
grihasthas. Thus the upper caste bias (rather, 
base) of the Kisan Sabha was manifest in its 
use of terms; and there was an inevitable 
alienation of the backward castes, who con¬ 
stituted the majority of the peasantry, from 
the Kisan Sabha. In Shahabad (present-day 
Bhojpur and Rohtas), for instance, 90 per 
cent of the tenants organised against the 
K isan Sabha under the banner of the D-iveni 
Sangh. Rather than the supposedly class 
organisation, the Kisan Sabha, it was the 
avowedly caste organisation, the Triveni 
Sangh (of the Kurmis, Koeris and Jadhavs), 
that was the instrument of the bulk of the 
actually cultivating peasants in their struggle 
against various forms of feudal exactions. 

It'has often been noted that the Icader- 


^ dr tW IQs«h Sibita was 
Bimmihars. Waiter Hauser, the biognpiiwr 
of Swami Sahjanand, pointed out: ‘‘So^- 
ly the Kisan Sabha leadership was predo¬ 
minantly Bhumihar, and there were also 
Rajputs, Brahmins and Kayasthas, but in 
very small numbers; variation in the social 
composition of leadership appeared at the 
district level where locally prominent castes 
were found, with occasional Kurmis and 
Koeris. The Bhumihar dominance simply 
reflected the strength of that group as the 
major element among the ‘landed gentry’ 
and ‘adventurers' in the period. In terms of 
class background, the kisan leaders were 
primarily from landholding families, in 
some areas of considerable means, more 
generally of moderate holdings, and in a few 
cases from small-holding families. Some of 
these leaders considered themselves to be 
tenants, but whether this suggests a complete 
absence of any personal holdings is not en¬ 
tirely clear Iquoted in Mukherjee, 1980]. 

What was the meaning of this Bhumihar 
domination of the Kisan Sabha leadership? 
Mad a substantial section of the Bhumihars 
been peasantised and thus come out against 
the /aiiiindars? The peasantisation that did 
take place was restricted to the lowest rungs 
ol the Bhumihars. These peasants from the 
upper castes were usually occupancy raiyats. 

I hev were not iion-occupancy raiyats or 
iinder-ruiyats. .Mong with this peasantised 
section, there was the section that had taken 
to modern education, entered the various 
professions and services and yet retained 
their iniercsi in landed property. This was 
the section that had bought into the zamin- 
dans and developed a feudalism from below, 
a village-level feudalism as opposed to the 
large feudal estates, the feudalism from 
above created by the I’ermanent Settlement, 
We do not need the help of any conspiracy 
theoiy to realise that the nature of the sub- 
fciidals and occupancy raiyats who led the 
Kisan Sabha helped restrict Ihc anti- 
zamindan movement to an attack on 
Icudahsm from above. “Even the biggest 
landlord at present.. would have been con- 
sidcied as a kisan in the pic-independcncc 
|i c. BI’KSj definition of the term" 
iScngupta, 1982, 25). 

After a battle in Patna and Delhi, the 
Zamindari Abolition Act was passed in 19S0. 
Bihar, it ■'hould be noted, was the first pro¬ 
vince to pass such a progressive measure. By 
this act the right of the intermediaries to col¬ 
lect tevenue was abolished. I'he zamindars 
and tenure-holders were compensated for the 
loss of this light. But along with this, there 
were a number of saving provisions in this 
act. Ihc chief saving provision was that only 
such land passed into the hands of the raiyat 
for which the raiyat could provide documen¬ 
tary proof of occupancy. Where such oc¬ 
cupancy could not be proved, the ex- 
intcrmediaries continued to hold large 
estates. Though with estates very much 
reduced in size, the former zamindars 
like the Rajas of Darbhanga, Dumraon, 
Hathwa and Ramgarah are still very large 
landlords. Many of the former tenure- 
holders and tenants are now large landlords. 
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"Moui Batnbr Raghuban^i Narain Sini)) 6f 
KurseU, who were uncicr-t enure holders 
under Darbhanga Rai: or MiLh Malianihs 
like those ot Ciasa, Budhouli. Vlir/apiii or 
Ainkerti who luld piopetiics ('iily iiiidci Ihe 
old ^animduis Imciesnt.fh, Uiiicsh Singh, 
the present healih iimnslei ol liili.u. son ol 
Kursela Raj modeslK .ueiKil liumit'. llie 
'Land (irab' iiiosenieiil in iIk i.nls I'>T(k 
that then Iannis iiesei liek! .no /niniiulaii 
in Puinca, lalhei itn". nen. i.io.iis ol 
Darhhanya Rat I Ins 'inocksi' lin.tiit 
possessed <ibonI IS.IKKI .Kies ol l.iinl .iiid ssas 
possibly Ihe iniK n n.inl in linli.i lo own .m 
aerodrome" |''in)'li .nid Kai.m I'lSf, 242i 
Ihcoveiall '.Ikii ol /.tniiml.ni nlKililion 
depended on the simsUiie llnii esisled below 
the resenue sollesiing /.ninndais, as atgued 
by Hliaduii (lyid) Wlu'ie ilicie were siib- 
inleudated lasers ol lenine boUU’i s .itid csen 
raiyals Itoin Ilie iippin i.isies. Ilies sserc able 
loobiaip ossneisliip ol tnosi ol ibeir lands. 
The provision Im lelainme so calk'd khas 
lands and llie denial ol ihe iigliis lor rlic 
iindei-raiyals (i e, len.nns uiidei those 
registered as laiyaisi worked lo the advan¬ 
tage ol ihe Milage-Icstl landlords In 
Shahabud, wheie snh inleudalioii was wide¬ 
spread, /ammdaii abolition lell a large pan 
ol Ihe land in the hands >il silla.ue level land 
lords. Some baekssaid caste peasanls, Ihose 
who conlil prose oceiip.iiics, did gel rule to 
ihe land; bin a l.iiec nninbei ol the 
backward casie pcasaiiis leniaiiied tenants 
The iippei caste tenaiils sseic usually oe 
cupauc's laivats am! ihiii upper caste posi¬ 
tion helped tlieiii to lel.iiii the land livie 
lion s\as a pioblem laccil nuunly bv back 
ward caste peasants, sshose sociallv and 
politically iiilciioi posiinui icinloiccd then 
economic disadsaiitagcs In iioitli Bihai the 
proportion ol pcasanis who did noi gel 
owneisliip ol ilie land and remained tenants, 
that too tenants wiiboiil aiis legal rights, was 
even largei lhaii in Shahabad 

ll was III the Patna ( lasa icgion, where the 
estates weie on the whole siiialle' and undet- 
U'lianes much less picsaleiii. that a largei 
proponion ol baekssaid caste peasanls gol 
tillc to Ihe laiul ,md ihus hc'cainc ownei- 
peasaiiis. oi tsssnei euliisaiois. Here too 
there was a substantial section ol uppei caste 
raisuis who gol ibe l.iiid lUit, as in the 
I’aina-tiava legioii undei-iciiancs ssas genei- 
alls absem. the tippci caste laisats includ¬ 
ed a laigei pioporlu'ii ol labouring pe.isants 
Thus III the case ol the uppei caste raiy.iis 
loo. the peasant seeiion was stionger than 
in olhei ;ueas. l)l couisc. we imisi note the 
hmiialions to the peasantis.ition ol" this up- 
j'ci caste section ihcs iiisaiiabls employed 
a halwalia. . 1 1,tun scrsaiii. 10 do the plough¬ 
ing and a iiiaioi pan ol the iicld ssotk toe'. 
But actual parti, ipanon in lield labour, 
olhoi ihan ploug.hii'i', was more and moie 
becoming a pait ol :be ehaiaclci ol" these 
upirei easie peasants \sc should tegard them 
as pcasanis with feudal tails This pcasan- 
tisalion is siu'nger in south Bibai than in 
north Bihai. which is in eseis way more 
feudal lhan .sotilh Bihai The Paina.Gaya 
region has been and coniiiiues to be the area 
wheie the itcusanis, both ol the .ippcr castes 


ind tlw b^'kward 

and zamindari abolilion resulted in a strong 
cr owner-peasant economy in the Patna- 
Ciaya icgion, as compared to the rest ol 
Biliai 

Wtial W.IS abolished by /ummdaii aboli- 
iion was the lescmie collecting structutv o\ei 
the \illaec the leiidalisni fiom abosc ciea- 
ted In the IVim.'iiicnl ScitleiuenI But .miiuii 
d.iii abolition, at ibe same liinc. siiciic'licii 
c'd tlie Milage lesel landlords, feudalism tiom 
below kcvemie collecimg powers weie aboli 
slic'd, but ic'senue collection wto aiiywas 
becoming, wiili using pi ices, a smallci and 
sinallc'i sliaic ol the loial pliindei lioin the 
peasantry. Along with it, labour sets ice 111 
the form ot /ti'gi/rand ahwal>\ (cesses) weic 
also abcilishod, 01 , more corrcctls, con¬ 
siderably weakened But the differenl lorins 
of tenancy (shareci tipping, rent in nioiics 01 
in kind) evpressing leudal rcni tiitJ allied 
usurious exploitation of Ihe laiulloid 
moneylender were ec-ilainly not abolished 
Noi the various lorms ot bonded laboiii 
Nor caste bondage and the eastc-based iIim 
Sion of labour Noi the paiion-clieiil icla- 
lions of Ihe jatmani system. 

/amindari abolition did open up 
possibilities lot the tic'velopmeni ol those 
pcasanis who got title to the lanti Hut tis 
a whole, the task of the elimination 0 / 


Sahjanand’s lifework did-weaken feudalism i’ 
by eliminating zamindari, but that too was ' 
accompli.shcd in a manner that did not end 
the dominant po.siiion of the upper castes. 
Ills work illustrates the limitation.s of the 
progressivism that while claiming to repre¬ 
sent all peasants, ended up representing only 
the rising sections of the upper castes. In 
fact, the avowedly easteisi Tnveni Sangh had 
moic justification to claim to represent the 
peasantry lhan the supposedly class-based 
Kisan Sabha of Swami Sahjanand 
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Approved superannuation funds which companies have been 
allowed to accumulate for the purpose of paying pensions to 
retiring employees are being manipulated for the benefit of 
a few at the cost of the many. 


CAN the pension be higher than the 
highest salary earned when in service? 
Can five years of employment be equal 
to ten? In the wonderland of modern 
management tnis is all possible. And this 
is happening because approved superan¬ 
nuation funds (ASFs) which companies 
have been allowed to accumulate for the 
purpose of paying pensions to retiring 
employets are being manipulated for the 
benefit of a few at the co.st of the many. 

What is this ASF? This is a fund set up 
by the employer for the payment of pen¬ 
sion mainly in the piivatc sector. While 
pensions to government employees are 
paid out ol the annual revenue account, 
corporations in the private sector set up 
ASFs, which statutorily have to be trust.s, 
out of which annutties are purchased Itom 
the Life Insurance Corporation. The LlC 
thereafter pay*. ;iic pension to the pen¬ 
sioner. Fach company frames its own rules 
on the amount of pension a retiring 
employee is entitled to and the I. IC 
declares from time to time the amount of 
money that will be required to purchase 
an annuity which will enable that amount 
of pension to be paid. 

ASF is exempt from income tax both 
in respect of its capital and income. The 
employer is exempted from income tax on 
its contributions to ASF so long as such 
contributions inclusive of the contribu¬ 
tions made by the employer to the provi¬ 
dent fund in respect of an employee do 
not exceed 25 per cent of the employee’s 
salary. Employer’s contributions to ASFs 
are at the most around 15 per cent of the 
employee’s salary. 

Under the law, approved superannua¬ 
tion funds are under the control of the 
government because they are set up under 
the Income Ikx Act and Rules. By exten¬ 
ding tax benefits to the funds, the govern¬ 
ment is subsidising the funds financially. 
The extent of this benefit can be gather^ 
from one example. According to LIC, at 
interest rate of about 10.4 per cent per 
year, contributions made for an employee 
at a Rxed rate of Rs 300 per month build 
up an accumulation of Rs 7,29,893 in 30 
years and Rs 20,98,540 in 40 years. The 
actual contribution of the employer in this 
case is only Rs 1,08,000 spread over 30 
years and Rs 1,44,000 over 40 years. This 
is possible due to the benefit of tax free 
income accumulation. 


The ASFs of vaiious companies in the 
aggregate would run into hundieds of 
crores ol rupees. No precise estimates of 
the assets of AS! s on an all India basis 
are available but it has been estimated that 
in eastern India alone ASFs have assets 
totalling somethini' tike Rs 150 crore Sur¬ 
prisingly enough the government although 
fully empowered to exercise control over 
these funds and to scrutinise and approve 
their rules is in practice following a policy 
of taimei jaire in the matter of administra¬ 
tion of these funds. The trustees of the 
funds are the employers themselves: in the 
case of companies, the directors and their 
nominee senior managers. Since they 
themselves aie almost invariably future 
beneficiaries of the funds, it is not sur¬ 
prising that in many companies the rules 
regarding the quantum of pension to 
which different categories of employees 
will be entitled are being revi.sed from time 
to time. These revisions blatantly benefit 
a few members of the top management 
and discriminate against others. Although 
contributions are made by the employer 
company at the same rate hvr its employee 
members of a pension fund, the benefits 
of the actuarial surplus of the fund is 
utilised inequitably to the advantage of a 
few members of the fund. Although the 
rules of most funds bestow powers on 
trustees to improve the pension of those 
who have retired earlier, the.se generally re¬ 
main unutilised. In the past salaries were 
much lower than those prevailing today 
and the pension of older pensioners is 
small and inadequate from the point of 
view of present cost of living. The govern¬ 
ment has in recent years recognised that 
pensioners need to be given a ri.se from 
time to time to compensate for the rising 
cost of living and even the Supreme Court 
has ruled that any improvement in pen¬ 
sions of future pensioners should also be 
conferred on past pensioners. Represen¬ 
tations made by such pensioners have 
generally gone unheeded though the 
trustees are using their ingenuity to the 
full for improving their own retiring 
pension. 

1b give an instance, although employer’s 
contributions are made in terms of 
percentage of basic salary only and 
although pension is calculated on the 
basis of such salary for most members, for 
the fortunate few elements of remunera- 


inchide commission paid to themanagiing 
director and whole time directors in the 
salary for determining their pension. In 
most cases, this means an increase of pen¬ 
sion by as much as 50 per cent. Not con¬ 
tent with this, in some pOMs even the 
money value of various perquisites is 
taken iiitcj account for calculating pension 
payable. It is such practices that have led 
to such bi/at I c results as having a pension 
which IS hiyhei than the highe.st salary 
diawn when in service. 

1 he ingenuity of corporate manage¬ 
ment in manipulating the pension fund 
rules to subserve the interests of a limited 
few and to disciiminate against other 
lieiieficiaries is unlimited. Different poiods 
of qualilyinp service for pension depen¬ 
ding upon age ol entering the service, dif- 
lercht critciia as to qualifying period of 
.service depending upon office held at 
retirement and provisions as to ‘deemed* 
period ol service depending upon age or 
office held aic n few examples of such in- 
pciuiity. So .also the misuse of provision 
loi a mminium pension by fixing an un- 
leasoiiahlv high quantum as minimum 
pension. The pension fund of a well 
known company contained a provision for 
a ina.ximum pension. The rules were 
changed to delete this and introduce 
eiiahimg powers for the trustees to fix the 
maximum and the minimum quantum. 
The quantum of minimum pension was 
then fixed tor the directors at a level which 
works out to 150 to 200 per cent of the 
previous quantum of maximum pension. 
In another well known ‘professionally 
managed' multi-national company indi¬ 
viduals who have held the office of whole- 
time dircctoi lor years have opted to 
become vice presidents without a seat on 
the board. Since the current results ofthe 
company aie poor iheii remuneration as 
directors would, under the existing rules, 
have been restricted to an amount less 
than their approved salary of Rs 7,500. As 
vice-presidents their .salary is Rs 18,000. 
In this company pension is calculated on 
the highest salary received. Thus a direc¬ 
tor who is due to retire soon will walk 
away with tmicli of the surplus of the pen¬ 
sion tund. In yet another ‘professionally 
managed’ multi-national company, direc¬ 
tors were given a steep rise in remunera¬ 
tion at the point of or after retirement 
only to give them benefit of much higher 
pension. 

No company has been named though 
all instances cited are based on actual 
cases of tules framed by companies. And 
all this despite the statutory requirement 
of prior approval of their rules and 
amendment of rules by the income tax 
department. It is clear that the department 
is either unable to devote the time required 
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y Under the InconM Ita Act a^ Rnlet 
<B pensioni have to be routed through the 
Lie. In other words the only way open 
to ASFs to pay pensions is by purchasing 
Muuities from LlC. The monopoly thus 
conferred on LIC is unfortunately used 
by it to take its own cut out of the deal, 
and this again at the cost of the pen¬ 
sioners. Under the Income Tax Rules a 
fund can either enter into a scheme of in¬ 
surance with LIC, or it can purchase an 
annuity from LIC when pension becomes 
payable to a person. Under the former ar¬ 
rangement, the employer’s contributions 
to the fund are handed over to LIC every 
year. LIC invests and manages these 
funds. When an employee retires LIC 
issues an annuity for him by utilising the 
total amount standing to his account with 
LIC. Under the latter arrangement, the 
fund keeps with it the company’s con¬ 
tributions, invests and manages the same, 
out of common pool purchases an annui¬ 
ty from LIC when pension becomes paya¬ 
ble to a member. In either case the capital 
sum is ab.sorbcd by I.IC after the pen¬ 
sioner’s death without any obligation 
either to the fund or the pensioner’s 
family. 

The appropriation by LIC of the capital 
sum has however come iti for severe criti¬ 
cism and has also been a subject of litiga¬ 
tion in differc/t law courts. In luly 1987 
LIC belatedly introduced a new optional 
plan which permits return ol the capital 
sum to the pensioner's nominee after his 
death. However the rate of interest will, 
in this case, be calculated at about 10.4 
per cent per year of the capital sum and 
there will also be an erosion in the value 
of the capital sum as compared to the 
original sum for which the annuity was 
purchased. This behaviour of the LIC in 
a situation where it is in a monopoly posi¬ 
tion may be compared with LlC’s own 
Jeevan Akshay annuity which provides for 
monthly pension calculated at 12 per cent 
per annum of the capital sum and a return 
to the pensioner’s nominee of the entire 
capital .sum. This although LIC pays 
about 5 per cent commission to its agents 
and others on purchase price ot Jeevan 
Akshay annuity. Thus where l.K' is not 
in a monopoly situation and is competing 
with other organisations such as Unit 
TVust, it is giving higher benefits. 

LIC has also been guilty of giving very 
poor returns on annuity prices. Even if in¬ 
creases in pensions varying between 5 per 
cent and 15 per cent granted by LIC to 
pensioners in 1985 are taken into account, 
the yield is much lower than what was 
available throughout the period on safe 
investments including fixed deposits with 
nationalised banks 

The irrationality, the inadequacy and 


otguiied in the Company Pensioners* 
Association to suggest an alternative 
arrangement for the handling of and pay¬ 
ment of pensions. 

It is suggested that payment of pension 
by ASF should be channelised through a 
new government controlled statutory body 
to be set up. This body will substitute LIC 
and operate on the lines of LIC having, 
however, a positive role regarding the for¬ 
mulation of ccrUun obligatory provisions 
for the pension schemes and operations 
of ASF. These obligatory provisions will 
include: (i) increase of pension by 
distribution of a reasonable part of ac¬ 
tuarial surplus of an ASF at least once in 
two years; (ii) restoration of commuted 
part of pension after fifteen years; (iii) in 
the event an ASF improves its pension 
scheme, the existing pensioners to be given 
benefit of such improvement with pro¬ 
spective effect. It is submitted that these 
improvements can be effected by utilising 
the actuarial suiplus of ASF and, in ex¬ 
treme cases, by requiring the employers to 
make additional contributions to ASF for 
which the employers should be eligible for 
income-tax relief as in the case of ordinary 
annual contributions. 

Alternatively, to facilitate the opera¬ 
tions of such a body, a standard rate of 
contribution and a uniform pension 
scheme may be prescribed, lb discourage 
malpractices and inefficiency in the ad¬ 
ministration of ASF, it may be provided 
that at its option the new statutory body 
may take over the operations of any ASF 
which does not opt for the standard rate 
of contribution and the uniform pension 
scheme. 

It is important that it should be laid 
down that the initial pre-commutation 
(gross) pension of a person should be 
limited to 100 per cent of his/her pen¬ 
sionable salary after the maximum years 
of service (not less than 30 years). Indeed, 
it is better that the system of payment of 
pension by utilising the amount accumu¬ 
lated with LIC in an individual’s account 
be discontinued and all ASFs are required 
to adopt a pension .scheme on the lines 
suggested below. 

For the new statutory body mentioned 
above, the following suggestions are made: 

(i) Representation will be given on the 
committees to the ASFs and pensioners 
as well. 

(ii) Pension payable will be limited, in¬ 
itially and prior to commutation, to 100 
per cent (or less) of pensionable salary. 

(iii) The body will be paid a capital sum 
for providing pension. This sum will re¬ 
main always available for the benefit of 
pensioners. After a pensioner’s death— 
at the option of the pensioner to be exer¬ 
cised at the time of his retirement—the 


dependants as stated in (viKO ud 
(vi)(g) below, (b) or for repayment thereof 
to the pensioner’s nominee without any 
further obligation of payment of pension 
to pensioner’s spouse and dependants. 

(iv) Life expectancy—Indian male and 
Indian, female—as accepted by LIC. 

(v) Standard rate of contribution—12 
per cent of employee’s salary. The body 
to be exempt from income tax (as ASFs 
are). 

(vi) Uniform pension scheme for all 
ASF: We suggest: 

(a) qualifying service—ten years’ con¬ 
tinuous service in one or more com¬ 
panies participating in this scheme at 
the time of attaining normal retire¬ 
ment age. 

(b) normal retirement age—58 years or 
later but eligibility to pension after 
age 45 years with minimum service of 
15 years. At the pensioner’s option, 
deferment of pension payment until 
later; this will entail appropriate in¬ 
crease in pension. Also eligibility at 
any age without requirement of 
minimum service—at ASF Trustees’ 
discretion—for serious physical or 
mental disability. 

(c) calculation of pension—@ 2 per cent 
of pensionable salary for each year of 
service—upto 30 years’ service. 

(d) pensionable salary—highest average 
salary over a period of three years. 
Salary = basic salary only. 

(e) commutation—as at present (that is, 
one-third of pre-commutation pen¬ 
sion if the employee is also paid 
gratuity; one-half if no gratuity is 
paid). 

(0 spouse's pension—100 per cent of pen¬ 
sioner’s post-commutation pension, 
(g) dependants’ pension—if no spouse, 
but dependant parents and/or minor 
dependanTs, discretionary pension to 
parents and/or dependants limited in 
the aggr^ate to 100 per cent of the 
deceased pensioner’s spouse. 

(vii) Periodic Improvement in 
Pension—Depending on the actuarial 
valuation of the body’s funds, the body 
will be required to improve pension not 
less frequently than once ia two years. If 
the body’s surplus is not adequate for this 
purpose, having regard to the increase in 
the cost of living as reflected in All India 
Consumer Price Index of the Simla 
Bureau, employer may be required to in¬ 
crease its contribution up to 15' per cent 
of employees salary. 

(viii) Restoration of commuted part of 
pension after 15 years. 

(ix) Subject to'availability of resources, 
the body to be entitled at its discretion to 
increase pension or extend other benefits 
to pensioners on a uniform baas. 
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R«ularly by ASPs do not in any way sub¬ 
sidise the defaulting ASPs. 

(xi) The body to be forbidden to utilise 
any portion of its funds for any purpose 
other than payment of pension and exten¬ 
ding benefits to pensioners, their spouses 
and dependants, except to recover its own 
administration expenses, which should be 
statutorily limited in terms of percentage 
of its annual income. 

(xii) The body to be free to invest its 
funds in securities of government, public 
sector, private sector, banks, public finan¬ 
cial institutions. The investment in private 
sector to be limited within ceilings to be 

• specified. 

It has been ascertained that the pension 
scheme suggested above can be sustained 
by the proposed level of employers’ con¬ 
tribution. Once the new body starts func¬ 
tioning all ASFs to be required to transfer 
the contributions (immediately after 
receipt thereof from the employers) to the 


may be required too to transfer to the 
body all capital sums received by it on sur¬ 
viving annuities whereupon the body will 
be responsible for disbursement of pen¬ 
sion to aU pensioners. 

The scheme outlined above will not 
only be more equitable and prevent the 
plunder of pension trust funds (ASFs) 
now going on, it will have two other ma¬ 
jor advantages over the present system. 

First, it will ensure the security of these 
funds and bar effectively their use for pur¬ 
poses other than those for which they are 
intended. Considering that many com¬ 
panies have even misappropriated the en¬ 
tire provident fund despite the many 
stringent provisions under the existing law, 
there is no guarantee that the same will 
not be done in the case of ASFs. 

Secondly, it will also guarantee that the 
funds are invested in accordance with na¬ 
tional priorities to serve the interests of 
the national economy. 


Keeping the Homeless on the Run 


Dcbjani Dutta 


decided to resist with all their mi^ KW 
the police came for eviedon. The main en¬ 
trance to the colony was barricaded. With 
lathis and stones they faced the gun-totu^ 
helmeted police force. IVvo social workers 
appealed to the police with a mass 
signature of colony residents to postpone 
the eviction for one month so that tl^ 
could Find an alternative settlement. 
However, the SP of North 24 Parganas, 
Chayan Mukherjee, refused. A social 
worker was apprehended by the police and 
prevented from taking photographs of 
police beatings. Furious at attempts at 
resistance, the police mercilessly beat up 
even the old, weak and the children. Mani 
Mukherjee, an infirm, was .severely 
beaten. Kamaia and her two daughters 
Parbati and Lakshmi wefe bodily injured. 
Earthen utensils were broken, sparse bed¬ 
dings trampled and thrown away and 54 
people were rounded up. The SP, Chayan 
Mukherjee, admitted to the local press late 
that day, that resistance had not been an¬ 
ticipated, probably anti-socials had gang¬ 
ed up, and hence police had to resist with 
a severe lathi charge. 


About a thousand people, who had once been dishoused in 1987, 
were on February 5 once again evicted with the help of police 
violence from their new place of settlement in Sector V of Salt 
Lake in Calcutta. 


ON February 5, the Salt Lake Develop¬ 
ment Authority with the help of massive 
police handobust evicted about a thou¬ 
sand homeless people from the tenaments 
constructed by the Lutheran World Ser¬ 
vice at Salt Lake by mercilessly beating 
women, children and the able bodied, in 
fact whoever tried to cling to their hearth 
and home. This resulted in a fierce clash 
between the police and the evicted people. 
About hundred men and women were 
injured, fourteen policemen along with 
high police officials also received injury. 
More than thirty people were arrested and 
two women had to be admitted to R G Kar 
hospital with serious injuries. 

lliese dwellings were construct^ on the 
side of Eastern Metropolitan Bypass in 
Sector V of Salt Lake by the Lutheran 
World Service upon being entrusted the 
task by the Left Front government. A total 
of 216 dwellings were lying empty after 
construction from 1985. The government 
had not uptil now shown any initiative or 
interest in taking over the constructed 
units and allotting them to the uprooted 
people. Each unit had cost nearly eight 
thousand rupees. In 1987, these evicted 
people had been once more evicted from 
places near tanks no 12 and 13. At the 
time of eviaion in 1987, they were given 


promises by the local ML A and sports 
minister Subhas Chakraborty that they 
would be properly resettled. The evicted 
people then occupied the vacant 
tenaments ol Sector V. At that time these 
were without doors and windows, all 
around it was full of grass and weeds—it 
was in effect half marshy land. The evicted 
people cleaned up the area, made it 
habitable, did gardening and vegetable 
farming. They had an urge to learn 
reading and writing. A few social and 
political activists had come forward for 
both child and adult education. They had 
perhaps committed a crime in now dream¬ 
ing and inching forward towards a normal 
and settled life. However the dream was 
not to last long. Without any notice, the 
huge contingent of armed police arrived 
on February S and put paid to their 
dreams. 

Operation Eviction 

The evicted people of Salt Lake had got 
wind of the impending police action and 
had rushed to a social worker of a nearby 
area, active in a voluntary organisation, 
Unnayan, which had been engaged in the 
housing struggle for quite some time. The 
leadership of ‘Salt Lake Bhumihin yt- 


THE AFftRMATH 

About a thousand people, thus evicted, 
are now sitting out in the cold under the 
open sky. They cannot leave the place, for 
their occupation is mostly in the locality, 
some are rickshaw drivers and pullers, 
housemaids, vegetable vendors and the 
like. 

The Chinnamul Sramajibi Adhikar 
Samiti—the mass organisation of slum 
and pavement dwellers—National Cam¬ 
paign for Housing Rights, Unnayan, 
Sramajibi Sanhati Samiti—a trade union 
solidarity platform-Association for the 
Protection of Democratic Rights and the 
No More Bhopal Committee have pro¬ 
tested against police brutality. APDR is 
conducting an investigation into the whole 
episode. A protest march to the assembly 
is on schedule But will the Left Front 
government be amenable to views of 
democratic protests? 

Tailpiece: The urban affairs minister, 
Buddhadeb Bhattacharya, has said that 
police has committed excesses. Chief 
minister, Jyoti Basu, has said, ‘^muld the 
police have acted otherwise while stopping 
illegal occupation?” The local middle 
class is embarrassed by the police excesses. 
A classic response is that of Kalantar, the 
Bengali CPI organ. It has said on Febru¬ 
ary 14: “the police might not have given 
them resettlement, but it could have been 
at least a little human”. Thus, eviction to¬ 
day is OK. Only police’s over-enthusiasm 
in the eviction operation is embarrassing. 
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The question of economic reform in the socialist world must be 
viewed as a long-drawn process marked by advances as much as 
by setbacks rather than as a time-bound package of socio¬ 
economic changes designed to dramatically alter the sfafus quo 


THERF is perhaps no country in the world 
that has been as subject to the relentless 
dictates of historical imperatives as Russia. 
The passage of time paradoxically has not 
diminished but has actually intensified the 
resistance that Russia as a country continues 
to display towards joining the mainstream 
of European industrialisation and develop¬ 
ment. These imperatives were also respon¬ 
sible for the isolation that Russia has 
historically suffered from, the absence of 
democratic traditions and the kind of indus¬ 
trialisation that characterised the country. 
Russia was a latecomer to the process of in¬ 
dustrialisation when compared to the test ot 
her European neighbours. All of which has 
had a lasting impact in creating a socio¬ 
economic system which continues to be 
remarkably resistant to iundatncntal reform. 

It is perhaps useful to recall these features 
of Russian history il only because they help 
to show ilie enormous obstacles—social, 
political, economic, historical and cultural— 
that have to be oveicome if the current Cior- 
bachev initiative has to succeed in achieving 
its larger objectives. They also help to show 
that if specialists ol Soviet and East Euro¬ 
pean affairs the world over entertain misgiv¬ 
ings about the success of ihe Gorbachev 
retbrm, the reasons lor their scepticism or 
cautious optimism are firmly grounded in 
the dismal results of earlier Soviet reform 
initiatives under Khrushchev and Bre/hnev, 

In the four-odd years since Gorbachev 
came to assume the mantle of power in the 
corridors of the Kremlin, a number of 
changes has'e been introduced in almost 
every major a.spect <>f Soviet life. In many 
respects, the Gorbachev project consists in 
the assumption that by introducing instabili¬ 
ty, the processes that this will inevitably 
unleash will become so complicated that 
they will eventually become a factor of 
stability. Or, to put the matter differently, 
the essential objective appears to consist in 
^hc idea that if the reforms arc consistently 
applied, the very momentum will, of its own 
accord, make many of the desired change! 
irreversible. 

Unfortunately this has not happened, at 
any rate not a.s yet. As of now, the reforms 
have certainly succeeded in releasing forces 
of instability, bul_ it is difficult to imagine 
these same forces acting as factors of stabili¬ 
ty. Shortages—a more or less permannit fix¬ 
ture of Soviet life—have not decreased but 
increased in the wake of the Gorbachev 
reform. The reform of the centralised price 
structure—in many ways the nucleus of 
economic reform considered as a whole— 


has not even begun. The reform of political 
institutions has yet to reach a stage where 
the outcome becomes more definitive and 
convincing. Agricultural reforms, which are 
crucial to the problem of food supply, have 
yet to get off the ground or become genuine¬ 
ly fundamental. 

The figures of last year’s grain harvest of 
I9S million tons, which falls about 40 
million tons below the planned figure of 235 
million tons, has only added to Gorbachev’s 
growing list of troubles. While this could 
prove to be an unexpected bonus for 
American and Canadian farmers, the short¬ 
fall may also mean that the Soviet govern¬ 
ment will have to dip into its hard currency 
reserves for larger purchases on the inter¬ 
national market. This will almost inevitably 
make Soviet imports of consumer durables 
even harder, making escalating .shortages Ihe 
rule rather than the exception. 

The figure of last year’s harvest therefore 
confirms what every Soviet consumer has 
known for sometime now that Gorbachev’s 
leadership has unfortunately coincided with 
ar> actual decline in the supplies of 
vegetables, fruits and potatoes. Reports from 
the Soviet media indicate that rationing of 
basic foodstuffs has been introduced in 
several towns in central Russia. While 
Gorbachev has made it a point to blame the 
high budget deficit—never spoken of in 
earlier years—inherited from the Brezhnev 
years as one of the main reasons responsi¬ 
ble for the country’s economic problems, the 
irony of the situation lies in the fact that 
Gorbachev will be forced to increase the 
budget deficit in his attempt to solve Ihe 
food shortage. In fact, severe shortages of 
soap and washing powder have not only 
added to the popular grumbling but has, in 
a characteristically Russian fashion, led to 
the coining of yet another phrase; ‘socialism 
w’ith a dirty face’! 

Need for a Balanced Picturf 

However, what is even more disturbing i; 
the future course of superpower relations, 
which appears to be increasingly contingent 
upon a growing polarisation of opinion 
between the United States ai]0 western 
Europe on Gorbachev’s ability to survive the 
uncertain consequences that his policy of 
glasnost and perestroika have resulted in. In 
the course of an unprecedented personal 
survey of government, military and acade¬ 
mic experts on Soviet and east European af¬ 
fairs, the Bush administration is being told 
from all sides that Gorbachev's reforms are 
not only under threat and in serious diffi- 


imtical survival of the Soviet leader at he 
formulates his policy on supetpower rela¬ 
tions. This contrasts sharply with the views 
of several Vibst European leaders who believe 
that the time is ripe for the west to provide 
subs^tial help to the Gorbachev project 
through economic and technical assistance 
in the form of a revised Marshall Han for 
the Soviet Union and eastern Europe: What¬ 
ever be the reality, there is growing consen¬ 
sus in western Europe that “the more public 
opinion suspects America of taking advan¬ 
tage of Gorbachev’s predicament, the greater 
the strain on the alliance”. 

In the circumstances, the question that 
needs to be posed is the extent to which the 
growing polarisation of perceptions on 
either side is actually grounded on realities 
as they obtain in the USSR. While this is a 
question that is inherently difficult to 
answer, not even the most optimistic or sym¬ 
pathetic observers of Soviet affidrs will deny 
the fact that the Gorbachev reform has given 
rise to still newer problems, not all of which, 
were even anticipated by the Soviet leader¬ 
ship. But there is a need for a balanced 
picture. While the Gorbachev reform has 
helped to bring to the surface a number ol 
problems of Soviet life, it is necessary to em¬ 
phasise that there have been successes too. 

l-orcmost among them is indisputably 
glasno.si. The extraordinary breakthrough in 
public debate on virtually all aspects of 
Soviet life, past and present, can only be 
described as remarkable. While taboo sub¬ 
jects still exi.st—criticisms of Lenin or of 
Gorbachev himself are rare if not wholly 
absent—just about everything else ranging 
from paity privileges to criticisms of the 
military have become subject of open discus¬ 
sion. This has caused reformist journals and 
newspapers like Argumenty i fakty, Novyi 
mir and Ogonek to register large percentage 
increases in their circulation. A number of 
leading .Soviet emigres are being invited back 
or interviewed abroad. Andrei Sakharov, 
persona non grata until barely two years ago, 
is today being widely quoted by the Soviet 
media. Public discussion on the advantages 
and disadvantages of a multi-party system 
has been growing, not receding. M the risk 
of pointing out the obvious, such develop¬ 
ments—apart from a brief interlude in the 
twenties—have few precedents in the Soviet 
context. 

If glasnost is helping the Soviet people to 
come to terms with th«r history, concurrent 
reforms in other spheres of the economy and 
society are gradually contributing to leading 
a new lease of life to a system which for 
decades had succeeded in fossilising enter¬ 
prise, innovation and initiative. The opening 
up of the political system, for example^ has 
witnessed candidates debating with each 
other for the fiist time.' Similarly, the 
Supreme Soviet will become a genuiiM 
parliament for the first tinu this spring even 
if only a few dozen independenu will be able 
to overcome the many hurdles undertying the 
process. Coupled with political reform fe the 
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ffetht't^rm of Iqs^ in^itu- 


Zil motor |>lant, he asked workers what 
changes they thought there had been over 


tions, or the creation of what is ofricially 
described as a ‘law-based’ state. According 
to the draft of a new legal code, citizens will 
have the right to challenge bureaucratic in¬ 
justice and delay as well as seek redress in 
the courts. 

In the economic domain, experiment.s in 
new forms of ownership and management 
are being contemplated, farms arc being pul 
under the contract-lease system enabling 
peasants to have greater freedom in organis¬ 
ing and disposing their produce, co¬ 
operatives are being set up in. the service sec¬ 
tor and enterprises encouraged to adopt 
profit and loss accounting instead of being 
subject to central plan directives. Relations 
among nationalities are being eased with the 
Baltic states taking the lead in establishing 
representative institutions, changing laws to 
safeguard local languages and moving 
towards economic sovereignty with accep¬ 
tance and approval from Moscow. There are 
similar initiatives in the offing in 
Byelorussia, Moldavia and the Caucasus. 
The Gorbachev leadership can also claim 
legitimate credit for extending civilian con¬ 
trol over the military and persuading the 
latter to accept unilateral cuts in conven¬ 
tional defence as well as accept major reduc¬ 
tions in nuclear weaponry. There has been 
a string of spectacular foreign policy suc¬ 
cesses as well, from closing the tragic Afghan 
chapter and the INI- agreement reducing 
superpower nuclear arsenals, to ending over 
thirty years of estrangement with China. 

While it is indeed legitimate to ponder 
over the degree of irreversibility of the 
changes initiated so far, there arc few in the 
Soviet Union who believe they can be taken 
away. Viewed in these terms, it is perhaps 
important to guard against the temptation 
of perceiving perestroika as the work of 
Gorbachev alone if only because there was 
an entire generation of Soviet society waiting 
to welcome the process. While the develop¬ 
ment of institutions and activist groups at 
the grassroots has certainly been Gor¬ 
bachev’s creation, these .remain and function 
independently of their creator. Despite the 
many problems and limitations governing 
the process, what is not in doubt is the fact 
that the reforms have succeeded in embed¬ 
ding themselves in the popular imagination 
by creating an atmosphere of political relax¬ 
ation, an absetkce of fear and a climate of 
honest airing of public grievances and ex¬ 
ploring means to remove them which Gor¬ 
bachev’s successors—if they are ever so 
inclined—will find extremely difficult to 
undermine. 

The entire process has of course by no 
means been problem-free. Conservatism, 
both within the party as well as in the in¬ 
dustrial apparatus, remains considerable and 
the Soviet press is replete with illustrations 
of instances where the ruling apparatus con¬ 
tinues to thwart measures aimed towards 
curbing its powers and privileges. Yet, there 
are also instances where old practices con¬ 
tinue unabated. When JBoris Yeltsin, the 
M 'SCOW party chief, went round the giant 


the past year. According to him: "In their 
view, there was no difference... The workers 
saw no movement at all”. However, such 
contradictory tendencies are likely to con¬ 
tinue and even intensify as the reforms begin 
to unevenly permeate different sectors of the 
economy. Attempts to draw a balance-sheet 
at this stage when current developments in 
Soviet society can lend themselves to such 
a disconcerting variety of conflicting inter¬ 
pretations is likely to be not only misleading 
but premature as well. 

SHU 1 IN Emphasis in Ea.stern Europe 

For the socialist economies of Eastern 
Europe, Gorbachev’s reformist course has 
impelled them towards a path of change 
which many of them find uncertain. Since 
Gorbachev postponed revealing his radical 
credentials, his tenure began rather reas.sur- 
ingly. The changes he outlined during his 
first year in office were in greater or lesser 
measure acceptable to ail since they seemed 
to be little more than compaigns for greater 
work discipline, attacks against corruption 
and social vices, greater efficiency in 
management and better co-ordination in for¬ 
mulating foreign policy. The fact that Gor¬ 
bachev did not arrange a change in leader¬ 
ship in any of the east European countries 
even when most of its leaders were products 
ol the Bre/hnev (or the pre-Brezhnev) era— 
the Soviet leader had openly held the 
Brezhnev era responsible for the stagnation 
that had seeped into the system—indicated 
that Gorbachev preferred stability in Eastern 
Europe to the potentially destabilising con¬ 
sequences that could result from abrupt 
changes in the leadership. 

As a result, the feeling of reassurance 
lasted for a full year and a half. It was not 
until November 1986 when Gorbachev won 
his battle against his opponents for an 
accelerated and comprehensive reform that 
most of the east European countries began 
to gear themselves for a transition from the 
relatively mild beginnings of the first stage 
of the Gorbachev reform to the more radical 
and demanding programme of the second 
stage. But while Poland and Hungary were 
prepared to endorse the reformist echos from 
Moscow, resistance to Gorbachev’s reforms 
continues to remain fairly strong in coun¬ 
tries like east Germany, Czechoslovakia and 
Rumania. This probably accounts for the 
fact that the economic and political impact 
of the new course has been palpably mild 
in these countries. 

But while the impact of Gorbachev’s 
policies on eastern Europe has not been par¬ 
ticularly significant in either the political or 
economic domains, it has certainly been 
more marked in the ideological domain 
where the overhauling of tenets long con¬ 
sidered sacred have generated more heat and 
dust in eastern Europe than his programme 
of economic restructuring. These tenets 
include party infallibility in decision making. 
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the idea that any form of private 
is intrinsically bad, the notion that efaUK! 
struggle must dominate east-west relatioiai.|f 
in particular and world history in genendri^I^ 
the party’s monopoly in understand!]^ ‘^1 
historical processes and the party’s pren^:*! 
gative in limiting the extent of to which othw 
independent organisations can operate out- 
.side its purview. if 

Reform a.s a Process 

Gorbachev’s predecessors committed the ' 
mistake of believing that they could control 
the working of an entire economy from a 
single centre with a marked emphasis Oh , 
stability. Gorbachev on the other hand ''' 
believes that he can control the processes of > 
change from a single centre with a marked 
emphasis on reform as the fountainhead 
governing the process. Whether he will sue- 
ceed or fail will remain a matter of discus- > 
sion and debate, what must not happen is ." 
the possibility of the reforms not being given ' 
a chance to succeed in the first place That! ; 
possibility is frighteningly real, not only . 
because it has happened in the past (both 
in the Soviet Union and eastern Europe as ) 
well) but al.so because of the nature of Soviet T 
society and the social and economic con¬ 
figurations that have developed in the wake 
of the reform. 


It might therefore be useful in the dr- ,, 
cumstances to view the question of economic 
reform in the socialist world as a long- drawn <: 
process characterised by advances as much ' 
as by setbacks rather than as a time-bound .. 
package of socio-economic changes dbsign- t 
cd to dramatically dismantle the status quo. 
The battle for perestroika is still far from 
won, but it is equally far from being a lost ' 
cause. In the course of a recent visit to 
Moscow, this writer was confronted with a .l' 
similar impression: popular support for ' 
perestroika coexisted with popular disgrun- ’ 
dement with rising prices and recurrent shor- . 
tages. While this coexistence might appear . 
paradoxical at first sight, it is perhaps ex- 1 ' 
plicable by Gorbachev’s solution which con¬ 
sists of a complicated mixture of old exten- '• 
sive methods involving increasing in¬ 
vestments and imports and new intensive ' 
ones involving incentives to increase 
productivity. 

A change in the direction of market , 
economy in an economy which has other- 
wise been subject to control by centralised - 
administrative methods is bound to give rise 
to certain undesirable consequences as in¬ 
flation, rising prices and growing income 
inequalities. The search for an equilibrium, 
as the Hungarian experience so convincin^y 
attests, cannot only be a long and difficult 
process, but it can also result in an outcome 
which is uncertain and indeterminate. The 
problem of food supply shows every sign of 
occupying first priority on Gorbachev’s 
agenda, but the Soviet consumer will soon 
need much more than words if Gorbachev 
has to sustain his mass support. 
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PERSPECTIVES 


Satanic Verses: A Haunting Study 

Eunice de Souza 


Rushdie's controversial novel is not blasphemous either in 
intention or effect. It is written with a deep understanding of a 
wide range of characters and situations and a mastery of a variety 
of kinds of narrative discourse. 


Question; What is the opposite of faith? Not 
disbelief: Ibo fmai, certain, closed. Itself a 
kind of belief. 

Doubt. 

'fHESE lines from The Satanic Verses pro¬ 
vide us with the polarities on which the book 
is based, and which hold together, in a 
characteristically modern way, an apparently 
free-wheeling structure. Location-wi.se the 
novel takes us into urban India, rural India, 
contemporary Britain, Argentina, Jahiliaat 
the time of the Prophet. One could almost 
call it a novel in nine stories, but in each the 
polarities occur. 

Only one strand of the story concerns the 
Prophet Mohamed directly. The title of the 
book refers to a well-documented event in 
the life of the Prophet. Ibn Ishaq whose 8th 
century account I read in summary talks of 
the time when the Prophet was persuaded, 
in the interests of gradualism not to expect 
people to chai^ge over-night from belief in 
a multitude of gods to monotheism. Later 
he rejects the compromise he had made and 
opts for absolute monotheism. Throughout 
the story it is the Prophet’s singularity which 
is stressed, his refusal to compromise despite 
the hostility with which he was often sur¬ 
rounded. Abu Simbel, a grandee of Jahilia 
and the one responsible for persuading the 
Prophet to make the earUer compromise 
mediates on the Prophet's character; 

Why do I fear Mahound? For that one one 
one: his terrifying singularity. Whereas 1 am 
always divided, always two or three or fif¬ 
teen. I can even see his point of view... What 
kind of idea am I? I bend, I sway, calculate 
the odds, trim my sails, manipulate, survive. 
Despite his ‘singularity’, the Prophet is by 
no means implacable or inflexible. He 
forgives Hind, the grandee’s wife when she 
submiu though she has been responsible for 
an all-out campaign against him. He forgives 
Salman the Persian who had betrayed him 
by altering the words of revelation as he dic¬ 
tated them and who doubted the validity of 
his revelations. But he does not forgive Baal, 
the satirical poet who had written poisonous 
verses against him, and was responsible later 
for the attempt to undermine and mock him 
by ruuning the women of the brothel in 
which he had sought refuge, after the women 
in the Prophet’s family. Baal had been an 
ardent devotee of the goddness Al-lat 
dethroned by the Prophet. He had become 
aware of Al-lat's powerlessness and moved 
towards godlessness: 


Baal .. began stumbling by to move beyond 
the idea of gods and leaders and rules, and 
to perceive that his story was so mixed up 
with Mahound’s that some great resolution 
was necessary. That this resolution would in 
all probability mean his death neither shock¬ 
ed nor bothered him overmuch.... 

This is the point at which Baal makes his 
suggestion to the Madam of The Curtain 
and she agrees to go along with it even 
though she feels it is dangerous though it 
could be “damn good for business.’’ 

Why ‘Mahound’, a name considered 
derogatory? In this book, Salman Rushdie 
tells us, he does not use the name Mohamed 
but “instead, the demon-tag the farangis 
hung around his neck. To turn insults into 
strengths, whigs, tories. Blacks all chose to 
wear with pride the names they were given 
in scorn!’ Mahound was about to “found 
one of the great religions of the world” and 
only singularity of purpose helped him to 
win the world. 

Similarly, two chapters ‘Ayesha’ and ‘The 
Parting of the Arabian Sea’ are devoted to 
Ayesha, a simple village girl from India who 
becomes a mystic and persuades the villagers 
that since they are too poor to go to Mecca 
by any form of public transport, they will 
have to walk, and when they reach the Ara¬ 
bian Sett it will part for them. Here too the 
zamindar of the village is a sceptic who tries 
to persuade his wife who is dying of cancer 
not to attempt quite such a drastic cure. Of 
course the majority drown, but those who 
hesitated and were left on the shore feel re¬ 
jected and devasuted, left out of the miracle^ 
and they begin to swear that they saw the 
sea part for the others. The police meanwhile 
arrest them for attempted illegal immigra¬ 
tion. Only one man holds out: the zamin¬ 
dar refuses to believe. But when he returns 
to his village which has become a wasteland 
he too is devastated by loneliness and he dies 
a slow death, struggling against the voice of 
Ayesha, idling in eventually, ^opening up’ as 
she commands him to do, to belief. 

The mgjor portion of the book concerns 
Saladin Chamcha and Gibreel, both from 
Bombay, but the action is divided between 
contemporary Britain and the dty of their 
origin. Cibreel b the son of a dabbawatia 
who fiiudly makes it big in cinema playing 
the roles of a variety of gods in ‘theolo- 
gicab’. Saladin Cham^ b the son of a rich 
man who sends him to school and universi¬ 
ty in England where he becomes a small¬ 


time actor and literally ‘a man of a thou¬ 
sand voices’ because his voice is used 
in a number of commocials. Chamcha and 
Gibreel meet by chance on a hijacked plane 
and then stories are interwoven after that. 

Both men are divided against themselves. 
Both flounder through various kinds of rela¬ 
tionships, tom by ambivalence in every situa¬ 
tion. Saladin Chamcha’s life is full of con¬ 
tradictions. He longs to leave home and the 
father with whom he has had a mortal row, 
but he finds in London that he keeps being 
drawn back into the lives of Indian and 
Bangladeshi immigrants, often against his 
will. Nor does political action present a clear 
alternative: the Asian and Black immigrants 
often over-simplify. Uhuru Simba, a Black 
West Indian who has changed his original 
Anglo-Saxon sounding name to an African 
one is charged with the pathological killings 
of old women. It turns out after the trial that 
he has been wrongly charged because the 
real killer is discovered, but the immigrants 
throughout want to deny that he did in fact 
have a long record of violence against 
women. In his personal life, Saladin Cham¬ 
cha finds himself irritated by his upper- 
class English wife’s attempts to declass 
herself. Yet he falls in love with Zeeny Vakil, 
a Bombay girl who in her stridency and self- 
righteousness is a virtual embodiment of 
what Marxists themselves call vulgar Marx¬ 
ism. Some healing takes place because, when 
he hears that his father is dying, he returns 
to Bombay, and “falls in love with his 
father” all over again, because of the old 
man’s attempts to die with dignity. In some 
miraculous way, his father has cancer but no 
pain, a case in a million. 

Doubt and the pain that arises from this, 
compromise, vacillation, ambivalence are an 
inescapable part of “the human condition”. 
The angelic condition too, far Satan, origi¬ 
nally the brightest of the angels also 
doubted, and was doomed, like the sceptics 
of all ages and places in the book, always 
to be a wanderer, with no resting place for 
the spirit. It is a tragic condition for those 
who may long for either belief or unbelief, 
but see no way to escape the quagmire of 
doubt. 

The book is far from blasphemous eithei 
in intention or effect. It is a haunting study, 
written with deep understanding of a wide 
range of characters and situations, and a 
mastery of a variety of kinds of narrative 
diKOurse, “magical realism”, allegory, 
realism. It b both philosophic^ and ono- 
tiondly charged. It is one of the finest novels 
to have been published for a very long time 

When corresponding with the 
Circulation Department, subscri¬ 
bers are requested lo mentiqrifheir 
subscription numbers 
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Sati in Bengal: The Socio-Economic 
Background 

Malini Bhattacharya 

Socio*econoinic Impact of Sati in Bengal and the Role of Raja 
Rammohun Roy by Benoybhusan Roy; Naya Prakash, Calcutta, 1987; 
pp 226, Rs 180. 


IT is the socio-economic background of the 
incidents of Sati in Bengal that forms the 
core of this book rather than their ‘impact*. 
Ihking up a period of twelve years (1815- 27) 
preceding the promulgation in 1829 of the 
Anti-Sati Regulation of the Bengal Code, the 
author makes a study of cases of Sati within 
this time with regard to districts where such 
cases are to be found, and with regard to the 
caste, age and the economic status of the 
persons involved. These data, I find, con¬ 
stitute the most important chapters of the 
book. 

The first chapter is called ‘Historical 
Background*. It supplies the background for 
the Anti-‘Sati’ Act of 1829, principally from 
the standptoint of government initiative. We 
are also informed that by the time Bentinck 
arrived in India, there were already two 
groups among the citizens of Calcutta, one 
demanding government interference to stop 
Sati and the other opposed to British in¬ 
tervention. The first group, was, according 
to the author, a decisive factor in the pro¬ 
mulgation of the act. But he makes no 
attempt to reconcile with this Rammohun’s 
reluctance about direct legal measures, men¬ 
tioned by him in a later chapter. The second 
chapter is titled ‘Socio-Religious Movement 
in Bengal' and deals in fact with the develop¬ 
ment of marriage customs among Hindus 
in Bengal, particularly from the Middle 
Ages, in the context of caste divisions and 
particularly the ‘Kaulinya‘ system. Its con¬ 
nection with the prevalence of the custom 
of Sati in Bengal is not, however, very 
apparent; the only link established by the 
author is that “in course of time, with the 
increase of the Brahminlcal influence on the 
society, it was endeavoured to make it [the 
Sati system] compulsory” whereas earlier on 
it had been optional (p 27). Towards the end 
of the chapter, the debate on Sati between 
the two aforementioned urban groups is 
briefly chronicled and the vocal opposition 
to the system is attributed to the ‘new ideas* 
(p 29) associated with western education. 
But this again does not sufficiently explain 
why the other group, which includ^ people 
who where as enlightened and as liberal in 
many .other respects, remained opposed to 
abolition. 

The third and the fourth chapters are 
possibly the really valuable chapters in the 
book. In them we find a districtwise break¬ 
up of incidence of Sati. and again break-up 
caste; age and economic status. District 
l^teeis, India OlTice Library records ami 


Parliamentary Papers of Great Britain as 
well as a good many secondary sources have 
been consulted for this, and a useful though 
not quite complete survey is available from 
the tables given in the appendix. For such 
analysis, the author deservesThe praise due 
to a pioneer. Some of the conclusions arising 
out of the analysis are as follows: (a) The 
incidence of Sati was much higher among 
the ‘upper’ castes, and yet its incidence was 
not nil or even absolutely low among the 
remaining caste groups, (b) The available 
figures indicate that incidence of Sati was 
much higher in and around Calcutta than 
in the outlying districts. The author surmises 
that Brahminical influence was stronger in 
these areas, but whether the observed fact 
has anything to do with greater official 
surveillance in and around the metropolis 
is not mentioned, (c) The incidence of Sati 
was the highest in the 41-50 age group. The 
rate, however, does not go down very much 
in the case of older women. The author sug¬ 
gests that “the alleged question of property 
management [according to ‘Dayabhaga’ 
system) in those cases might have been a 
serious cause of Sati compulsion” (p 40). It 
is also possible that the grounds for with¬ 
drawing from self-immolation, such as being 
under-age according to Hindu custom, being 
pregnant, having very small children, etc, 
were not generally available for older 
women, (d) “Most of the participating 
families of upper castes were opulrat... it 
may not be ruled out that property relation 
was the dominating factor in li^ng the par¬ 
ticipants to homicide’ (p 72). At the same 
time, however, the custom was followed even 
by members of the poorer classes. The 
author thinks this was used by poor families 
as a way of relieving themselves of an addi¬ 
tional economic burden and in order to 
acquire a certain status in society by follow¬ 
ing the customs of upper classes. 

The fifth and last chapter is titled ‘Role 
of ima Rammohun Roy*. Here we have a 
more detailed description of the debate 
between the ‘pro-Sati* and ‘anti-Sati’ groups 
and the pressures to rescind the Act after it 
was instituted. The author’s overall position 
seems to be quite unexceptionable insofar as 
he is not projecting Rammohun as the lonely 
hero; while pointing out that “certain 
portion of the people of Bengal were against 
the custom of Sati”, he attributes their 
apathy to “lack of Imdership" and con¬ 
cludes that Rammohun’s role was the role 
of leadership (p 87). Later however he says 


i teoBWtt i Ci and PtditicaJ IMeeUy April 1. 1989 


revieM 

that Rammohun “saved the rulers from the 
dilemma” arising out of the conflict of the 
“principle of humanity” with the “principle 
of reUgious duty” by dmonstrating that Sad 
was not a religious duty for Hindu women 
and concludes: “The main aim of the liberal 
westerners was social reform or to stop the 
evil and irrational practices ... So th^ 
enacted a regulation to stop the practice, 
which was supported by those natives [sic], 
enlightened with western knowledge and free 
from all prejudices” ( p 138). 

This is refreshingly naive. What is 
refreshing is that in these days when the 
heinous murder of Rup Kanwar still supplies 
the background for much heated defences 
of the sanctity of the ‘traditional’, the 
genuinely 'indigenous* against ‘westernised* 
‘alienated’ modernists, ridiculed as stooges 
of colonialism, the author of this book goes 
head-on to uphold ‘western knowledge^ as 
a positive value provided it goes against 
something so patently ^il* as Sati. One is 
thankful to the author at least for taking a 
healthily straightforward ethical stand on the 
matter. As a historian’s position, however, 
it is extremely naive. It is useless in explain¬ 
ing many of the facts pointed out i^ the 
author himself—facts which have been 
noted and discussed also by others before 
him. For instance, the fact that Rammohun 
and Radhakanto Deb, one of the leaders of 
the 'pro-Saii' group, did not so much re|He- * 
sent polar opposites, but held similar posi¬ 
tions on many liberal issues, is well known. 
The author himself points out earlier that 
the latter was “not in favour of the custom 
of Sati, but on the plea of interference in 
their religion through the enactment ... 
took the side of the anti-abolitionists" 0> H). 
On the other hand, it is also well known that 
when Bentinck invited his views on the possi¬ 
ble enactment of a regulation abolishing 
Sati, Rammohun himself, like RadhakantO; 
was opposed to it and suggested that indirect 
tactics should be used—i‘... the practice 
might be suppressed, quietly and unobser- 
vedly, by increasing the difficulties and by 
the indirect agency of the police". This 
quotation from Bentinck’s minute is given 
ay the author himself. It certainly means 
that Rammohun’s earlier pro-abolitionist 
pamphlets envisaged abolition as a gradual 
social process coming from within rather 
than as being all at once enforced by law. 
But once the law was instituted, Rammohun 
relinquished his diffidence and went all out 
to defend it. According to some historians, 
his resolution at this stage was greater than 
Bentinck’s. This shows that Rammohun's 
final choice supporting the law arises out of 
a complex of interlinked factors operating 
at a particular historical moment. While 
av«ting, or rather ignoring, the explanation 
that Rammohun's choice was dictated by his 
economic-political interests, directly linked 
with the colonial power, the author puts for¬ 
ward what is merely the obverse side of the 

669 



lame uimnent, namely, that all this was due 
to Rammohun’s openness to enlightened fa¬ 
ctional ideas derived from the ‘liberal 
westerners’. 

It seems to me that in either ca.se the for¬ 
mulation of Ihe problematic is ineotreel. 
Economic links with the ailonial iiowcrs 
and/or openness to western ideas may be 
components in the stand taken by Ram- 
mohun, but by themselves they are not 
sufficient to explain Rammohun'v ‘role’ in 
the anti-Sati movement. .Similarly the fre 
quent occurrence of Salt in Benyal cuntiol 
be explained merely bv refeiriny to ilic 
’Dayabhaga’ sy.stcm which gave the Hindu 
widow rights over hei dead hiishand’s pro¬ 
perty and thus inspiicd wicked iclativcs to 
dispose of a possible rival in property lights 
by burning hei on the husband’s pyre 
Anyway, in spite ol the Dayabfiaga system, 
the evidence supplied by the author suggests 
that in actuality the “natives of Bengal’’ 
showed “total neglect in providing for the 
maintenance of iheii females’’ (p 75). ft 
must have been only in laie cases that the 
deceased’s wife po.sed a real t hreut as a clai¬ 
mant to property. Again otncial iceord.s may 
show the incidence ot Sati lo be higher in 
Bengal than in other proviiucs, bui con- 
ctemation did lake place even in those parti, 
of India whcie ’Dayabh.iga' lavss weie not 
in operation. The iiiHuciise ol ‘Siiuiiikaras’ 
may have reinloiccd social sunetion on 
behalf of Sati'biii caniioi be an evplaiiatioii 
by itself. The incidence (ihuiugh less fre¬ 
quent) of Sail among pooret sections svhere 
the woman is olteii a useliil co-ssorkei in 
maintaining the.lamil> also deiiioiistiatcs the 
inadequacy ol the financial explanation 

Perhaps what one has to look at when try¬ 
ing to e.\plain the prcsaleiicc ot Sail in/19lh 
century Bengal and the nature of Ram¬ 
mohun’s opposition to it is the complex 
phenomenon of social saiictionitig which is 
constituted of the intricate inieissoiking of 
many different faetois. 'I'he financial and 
ideological factuis go into it and leinforee 
each other .so as to make sanction more and 
more inviolable. As Sati comes to be held 
up as the standard (in tad, wasn't it only 
the other day that the Sh.nikata, hatya of 
Puri was asserting that conimiitiiig Sati is 
the only way in which a woman can prove 
her ‘purity’’.') alternative inodes ol lite tor 
a widow gel marginahscsl ot even erased 
from the lingnisiic miiutn. and therefore 
from communal menioiv. Widows who do 
not commit Sati come tti be seen as shameful 
exceptions. Even whcie .San does not hap¬ 
pen, the Sati-ethos is operative I he victim 
is not the only one who has no l.tnguage to 
describe her oppression as oppicssion, the 
same is true of society m general. So it is 
that the incidence of concrcniation is not the 
work of a few ‘evil’ financially motivated in¬ 
dividuals, it is the expression of a social 
norm, as ’dowry’ is in out own time. 

Those who attribute such ss>cial norms 
with an intrinsic value simply because the 
majority of people acquiesce with it, those 
who consider Ramiiiohun’s intervention 


against th^ partfculw ndrm of Si^'to ht 
alien-inspiied, would probably like to posit 
a basic autonomy for indigenous con¬ 
sciousness which Kammohun violates; but 
is not the ‘indigenous’ itself a historically 
conditioned entity that owes its development 
to specific circumstances? On the other 
hand, it is too simplistic to regyd Ram- 
mohnn’s attitude to Sati merely asnn expres¬ 
sion of ‘western knowledge’ causing 
‘Irecdom from prejudices’. His careful 
aigumcnis showing that the Shastras do not 
sanction Sati, his pica for a life of penance 
and icnunciation for the widow as the alter¬ 
native to Sati, his reservations about an anii- 
Sati act—all go to show that western know¬ 
ledge for him, or for other abolitionists, 
could only open the way for the exploration 
ol u language which might combat Ihe social 
sanction given to Sati on its own terms, in 
its own specific context. The above are not 
merely tactical steps, but demonstrate the 
limits within which the anti-Sati argument 
might be established. Rammohun played a 
leading rule in developing a language which 
undermines the social sanction given to Sati. 
dcstioys the aura of Shasiric fiat around it: 
no doubt, his western knowledge helped him 
in this hut what emerged was not a borrow¬ 
ed idiom, but one that was specific to a time 
and place. What arc seen as its limitations 
from our perspective spring from this 
specificity. ‘Western knowledge’ helped to ar¬ 
ticulate what the ideological framework of 
traditional Hinduism had marginalised or 
left inarticulate; it is also true that legal m 
lervcntion by the British in 1829 was a 
breakthrough, ft was a major weapon which 
strengthened the hand of the abolitionists. 
But it is also true that in spite of protests 
comino fmin humanitarian officials and 


not have itself taken the risk of legal in¬ 
terference. It is only the assurance that a 
sizeable part of the population would at least 
acquiesce with the new regulation, i e, with 
certain new norms, that made Bentinck go 
ahead with it. The acquiescence means that 
the search for new norms was already on, 
because the disintegration of older socio¬ 
economic formations under the impact of 
colonial rule made a new hegemonic code 
necessary. The movement led by Rammohun 
relied on this possibility of acquiescence and 
reinforced it by supplying it with an ar¬ 
ticulate rationale. Rammohun may not have 
personally' wanted quick government in¬ 
tervention, but the objective effect of the 
pressure supplied by him and others was to 
hasten the government’s decision. 

The present author makes no attempt to 
analyse the historical .specificity of Ram¬ 
mohun’s role. But this only symptomi.ses the 
weakness of the book; our real dissatisfac¬ 
tion with the book lies in that it completely 
lacks organisation and therefore cannot 
make proper use of the valuable data that 
have been collected. The history of Savi in 
India which appears suddenly in the 
Epilogue might well have been included in 
the first two chapters. 'Very often facts are 
repeated and consistency in arguments is 
lacking. Grammatical and .stylistic errors 
make the text almost incomprehensible in 
parts. Thus what might have.been a very im¬ 
portant book on a crucial theme leaves us 
only with a chaotic miscellany of data. In 
case of future editions 1 would suggest 
thorough organisational and stylistic revi¬ 
sion and a separate chapter for a clear and 
consistent statement of the author’s 
theoretical position. 
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Hce-Cost Relationship in 
Indian Industry 

Shikha Jha 


Hie Behaviour of Industrial Prices in India by R Chatterji; Oxford Univer¬ 
sity Press, Bombay, 1989; pp 224, Rs 150. 


WHAT are the mechanisms for clearing dif¬ 
ferent markets? Are the prices flexible 
enough to equate supplies and demands? Or 
are excess demands met by quantity ad¬ 
justments? These questions are partly 
answered by the fact that the assumption of 
flx-price markets (at least) for manufactured 
goods is now a standard feature of most 
post-Keynesian macro models and is sup¬ 
ported by a long line of empirical research 
starting with the Oxford studies on the price 
mechanism (T Wilson and P W S Andrews 
(eds), Oxford Studies on the Price 
Mechanism, Oxford University Press 1951). 
Information on the behaviour of industrial 
prices is very important for any economy¬ 
wide policy analysis, e g, in exercises such 
as applied general equilibrium modelling. 
For instance, if an assumption is made that 
demands and supplies determine prices, 
■while in fact they are cost determined, then 
we could be over/under-estimating the in¬ 
flationary impact. When prices follow a 
cost-based rule for certain industries it 
becomes necessary to specify alternative 
market clearing mechanisms for these in¬ 
dustries since prices do not perform this role. 
Therefore, an analysis of the price/cost/ 
activity relation is useful especially at a 
disaggregated level rather than for the 
aggregate industrial sector as a whole. 

Having observed (e g, K J Coutts, W A H 
Godley and W D Nordhaus, Industrial Pric¬ 
ing in the UK, Cambridge University Press, 
1978; E Shapiro, ‘Cyclical Fluctuations in 
Prices and Output in the UK’, Economic 
Journal, December 1976; and M Thorning, 
'Cyclical Fluctuations in Prices and Output 
in the US 1920-1970’, Economic Journal, 
March 197^, etc) the empirical validity of 
cost-oriented pricing in more developed 
countries such as the UK and the US 
(whereby demand has insignificant effects 
oh prices while costs play the dominant 
role), R Chatterji in her book “tests the 
validity for India of a theory of industrial 
pricing used in the context of industrialised 
economies". However, it is to be borne in 
mind that the “accompanying” aspects of 
the industrial growth experience in India— 
which include the continuing importance of 
agriculture and the excess supply of 
labour—define ah economic environment 
very different from those in the more 
developed economies. In spite of these dif¬ 
ferences ^hatterji finds the price-cost rela¬ 
tion to be more like that for the industrialis¬ 
ed economies. 

The book is divided into five chapters. In 
Chapter 1, Chatterji starts off with the 
reasons for and explanations of cost-plus 


pricing models. Chapter 2 is devoted main¬ 
ly to testing the ‘normal cost* formulation 
as well as an ‘actual cost’ model. In this 
chapter the author also studies the price/ 
cost/activity relation in the aggregate in¬ 
dustry. The same exercise is carried out for 
six individual industries (viz, sugar, textiles, 
paper, iron and steel, chemicals and general 
engineering) in the next chapter. In Chap¬ 
ter 4 Chatterji compares the aggregate and 
individual industry results with special 
reference to the aggregation problems. 
Chapter 5 provides the concluding remarks 
and the implications for alternative models 
of industrial pricing for India. 

In Chapter 1, Theoretical I ssues and Em¬ 
pirical Canvas’, Chatterji gives a brief review 
of the theoretical aspects of cost-plus pric¬ 
ing models and discusses the empirical issues 
concerning the Indian economy especially 
with respect to the structure of the Indian 
industry, agriculture and industry linkages 
and the labour market. She duscusses vari¬ 
ous concepts of cost used in cost-plus pric¬ 
ing, e g, prime versus overhead cost, actual 
versus normal cost, etc. Here she also pro¬ 
vides a brief review of the theories of 
transmission of cost changes to prices. In 
particular, she compares the models of 
Kalecki and Coutts, Godley and Nordhaus 
(‘CGN’) and also the empirical evidence in 
the UK and the US. R)r instance, according 
to Kalecki’s (‘full cost’) theory “price 
responds directly.. .to any changes in raw 
materials and/or labour costs” whereas ac¬ 
cording to CGN’s model “price will not be 
affected by a decline in labour cost resulting 
from increasing productivity” even though 
the two theories have similar concepts of 
mark-up and identical assumptions about 
the movement of the costs. 

Given the specific characteristics of the 
Indian economy—which distinguish it from 
the said industrialised ones—namely, “struc¬ 
tural change in industry in a quasi-closed 
economy, agriculture and industry linkages 
and labour supply and labour cost’— Chat- 
.erji’s “object has been to understand how 
the special characteristics.. .may possibly 
alter or modify the usual price/cost relation¬ 
ships that ate found in the industrial sectors 
of the more developed economies”. This is 
done in terms of ‘counter-cyclical’ and ‘pro- 
cyclical’ tendencies of taw materials and 
labour costs with respect to the (business) 
cycle of ‘activity*. With the structural change 
in Indian industry and the emergence of 
oligopolistic behaviour it is more likely that 
cost increases are passed on to price. Also, 
there is an inverse relation between industrial 
output and prices due to the agriculture- 


industry Hnktige. Howem, since this link 
become weaker over time, the negative rela^ - 
tion might have followed suit. Chatterji fur*’' 
ther suggests that “whether any counter¬ 
cyclical tendency of labour cost feeds 
through to the le^ of prime cost would de¬ 
pend .. .on the direction and magnitude of 
change and the relative weights of both com¬ 
ponents of prime cost; labour cost and raw . 
material cost”. 

Covering the period 1947-77, Chatterji 
finds the ‘preliminary tests’ contrary to the 
CGN type of a relation. That is, rising prices 
are associated with higher output growth in 
certain .sectors. And, although it may appear 
counter-intuitive, that is actually “totally 
plausible” under the market structure and 
the degree of protection enjoyed by heavy 
and basic industries in India. However, in 
the agro-based indastries prices are negative¬ 
ly correlated with industrial capacity utilisa¬ 
tion. Thus “the result.s on activity were mix¬ 
ed”. In particular, Chatterji points out that 
the positive relation between cost and activi¬ 
ty is not robust and that it is the structural 
change in industry that “biased the data in 
a way which produced the po.sitive relation”. 
However, “when costs were normalised and 
more importantly when the equations were 
specified in the differenced form”, the “final 
result” on price/cost relation to activity 
showed the “overwhelming importance of 
cost in the explanation of price” in the ag¬ 
gregate industry. 

Chatterji then goes on to study this rela¬ 
tion for six individual industries which ac¬ 
count for about 70 per cent of total in¬ 
dustrial output. She justifies the choice of 
these industries in terms of “major charac¬ 
teristics” such as input and output categories 
as also the “degree of import dependence” 
and the small scale sector. This is followed 
by a discussion of the problems and charac¬ 
terisations of the chosen industries with 
price control, viz, sugar, paper and iron and 
steel. Since controlled cloth production 
“constitutes a small proportion of the total 
output of the textiles industry” she argues 
that this control has “little effect on the 
movements of the overall textiles price” and, 
therefore, can be neglected 

She discusses at length the relative merits 
of using list price (PI.) (the official wholesale 
price index) vis-a-vis transactions price (FT) 
(the price index derived by dividing the value 
of output index by the index of industrial 
production). “The initial tests of the price 
data... revealed .somewhat larger discrepan¬ 
cies between PL and PT across industries 
than were found at the aggregate industry 
level!’ However, the relation between PL/PT 
ratio and activity is significant and positive 
only in case of sugar basically because of. 
1 “negative relation of each of PL and PT 
with activity”. This “confirms our expecta¬ 
tions about the impoitance of supply-side' 
effects in an agriculture-based industry”.' 
Textiles, which is another agro-based in- ’ 
dustry, has a negative lagged activity term. 
However, textiles and paper show “no 
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fvidnice of a cycUod relatfdit between at> 
tual prime cost and activity'*. This result 
holds even if the costs and productivity are 
normalised. However, with this modification 
the already negative activity terms become 
mote significantly negative for sugar, iron 
and steel, chemicals and general engineer¬ 
ing. Chatterji further suggests, from the 
results on normalisation, that a hypothesis 
of actual cost is preferable to that of nor¬ 
mal cost in the Indian case. From the overall 
results it also appears that cost and price 
changes ate strongly related and “in a ma¬ 
jority of cases price responds almost fully 
to changes in cost”. The “fundamental con¬ 
clusion . that prices are based on a mark-. 
up over costs and that demand factors have 
no significant role to play" is, therefore, 
“similar to that lound m any industrial sec¬ 
tor in a more developed economy”. However, 
“in contrast with the conventional model, 
prices and cost.s arc not pro-cyclical”. 

Despite these similar lesults, Chatterji 
docs recognise some limitations of her study. 
They include the closed economy frame¬ 
work, the process of cost formation itself 
affected by controls and subsidies, and the 
inadequate information on the impact of 
c-xcisc taxes on prices. She al.so realises 
that the approach of CGN used in the book 
“is essentially one of the representative firm 
[with aj pricing, behaviours at the micro 
level”. And hence, “the real verification of 
the theory .would involve an investigation 
at a yet more detailed level of disaggre¬ 
gation”. 

The questioif of whether additional de¬ 
mand is met by quantity adjustment or prict 
adjustment depends on the market structure, 
i e, if the indu.stry is monopolistic or 
oligopoli.stic in nature entry is prevented by 
disallowing the prices to rise and building 
up excess capacity. It there is perfect or 
monopolistic competition price is determin¬ 
ed both by supply and demand forces. By 
observing the movements of costs and prices 
in relation to demand over lime one can in¬ 
fer something about the market structure. 
But the whole thing depends on the measur- 
onent of these three variables. While obser¬ 
vations on prices are fairly straightforward 
to obtain, it is a tough job to measure costs 
and the level of activity. 

How to measure ’activity’? Chatterji 
deHnes the "potential utilisation ratio” 
(PUR) (as a demand proxy indicator) as the 
ratio of actual to trend output where the 
trend (capacity) output is estimated using a 
S-year moving average. Such an estimation 
is not very meaningful if the successive trend 
output is lower than the previous one which 
means that capacity built in one period is 
declining in the immediately following 
periods. Another important feature of the 
Indian industry, ignored by Chatterji, is shift 
working. There may be tremendous differ¬ 
ences in the rate of capacity utilisation 
measured according to, say, the single shift- 
vis-^vis the two shift basis. For'instance, 
O U Sastry {The Cotton Mill Industry In 
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vides alternative measures of capacity utili¬ 
sation in the textile industry which vary 
enormously. In fact, for differem individutd 
industries the same measure of PUR-may 
not be appropriate to use. 

Although most of tlm data is taken from 
Census of Manufacturing Industries 
(CMI)/Annual Survey of Industries (ASI) 
for obtaining an index of prime cost the 
respective shares (assumed to be the same 
for all the years considered) of labour and 
material costs are obuined from the input-' 
output data for 1973-74. This is done ap¬ 
parently since the corresponding average 
shares calculated from the ASl/CMI data 
“seemed, in comparison to other countries’ 
cases, to give a rathei large weight to raw 
materials”. Since the actual labour/material 
cost data are directly available for individual 
industries from ASI/CMl and have even 
been used in the study, the assumption of 
a fixed ratio of raw materials to labour cost 
for all the years could have been avoided. 
Otherwise any substitution possibility 
among these inputs is ruled out. Also, even 
among some of the material inputs substitu- 
Uon possibilities exist (e g, interfuel substitu¬ 
tion in the case of energy input). This 
po.s$ibility is also missed out since fixed 
input-output coefficients are used in obuin- 
ing the index for raw materials' price. 

One would expect prices to the affected 
not only by costs but also by the proflt mark¬ 
ups. The assumption of a fixed mark-up over 
prime costs implies that all input price in¬ 
creases are passed on to buyers. Also, the 
assumption of a mark-up fixed in absolute 
terms implies a secular decline in profit 
margins if costs and prices are rising over 
time. But Chatterji finds that “although 
there is a positive relation between the mark¬ 
up and output this disappears once struc¬ 
tural change in industry is taken into ac¬ 
count”. And, therefore, she neglects the ef¬ 
fects of changes in mark-ups on prices. She 
also ignores the degree of concentration or 
monopoly power which affects the prices not 
only directly but also through its effects on 
mark-up. 

Among the industries with price controls 
she has considered the sugar industry where 
a part of the output is sold at levy prices. 
Therefore, the only meaningful relation bet¬ 
ween price and cost would be between the 
weighted average of free market and con¬ 
trolled prices accruing to the producers on 
the one hand and the cost of production on 
the other. Since under such a dual pricing 
scheme the market price is higher than the 
weighted average price the regression of 
market price on cost is likely to give an over¬ 
estimate of the coefficient. Apart from this, 
while the data on price indices relates to both 
the organised as well as unorganised sectors, 
data on costs and outpuu relate only to the 
factory sector (ASl/CMl). 

One of the important market failures is 
the use of the pridng system to-induce effi¬ 
cient production in sute owned or regulated 


en^ sector, for instance. AMiotti^ the in¬ 
dividual industries covered by Chatterji 
made up more than 70 per cent of toul in¬ 
dustrial output at 1970 weights, this should 
not be the only criterion to choose the in¬ 
dustries. She has, therefore, left out all the 
infrastructural industries which are covered 
by the administered pricing policies of the 
government. Since some of them make pro 
fits and some losses, it would have been 
worthwhile to test the hypothesis of any in¬ 
herent relation between costs and prices (in 
these industries) which may have been an im¬ 
plicit, unintended, unknown policy and, 
therefore, would suggest possible directions 
of reform in the pricing policies. The oil sec¬ 
tor, especially, accounts for a large propor¬ 
tion of imports in terms of foreign exchange 
and such a study could have provided clues 
to the directions of price reform which could 
then have been used to encourage the use of 
suKstitutables such as liquefied petroleum 
gas (l.PCi) and natural gas in place of 
kerosene in household consumption and 
diesel and compressed natural gas in place 
of petrol/gasoline in vehicles, indu.stries, etc. 

Even if wc assume the cost-plus theory to 
be true, whenever demand (or activity) is 
high and the spare capacity is exhausted 
there would, at least in the short run, be a 
premium earned on the goods. Also, if we 
consider the black market prices whenever 
there are demand pressures they will justify 
the maiginalist approach. Though, of 
course, in the case of controlled prices the 
premia might accrue to the black marketeers 
rather than to the producers. 
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The 1920s and 30s were critical 
decades in Indian nationalist poli¬ 
tics. To make a direct bid for the 
power of the state, the Congress 
had to be organised and restructured 
to make the transition from agita¬ 
tion to participation. 

This study focuses on one of the 
principal architecu of this transfor¬ 
mation process - Vallabhbhai Patel. 
It reveals Patel's efforts to devise a 
cohesive, tidy organisational 
framework out of the prevailing 
drift and disorder. 
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SPECIAL ARTICXjB# 

Ninth Finance Commission’s First Award 

An Evaluation 


K K Geoi^ge 


The Ninth Finance Commission has made many departures from the past while retaining the basic gap filling 
approach of its predecessors. This paper attempts to evaluate not only the departures made by the commission 
but also its basic approach. The paper is divided into two parts. Part I examines issues like vertical imbalance, 
incentives for resource mobilisation and economy in expenditure and effectiveness in containing deficits. Part U 
discusses the efficacy of the commission’s inter-state allocation in arresting the trend towards widening inter-state 
disparities. 


I 

THIS paper attempts a critical evaluation 
of the Ninth Finance Commission's award 
for 1989-90 in the hope that it will provide 
a basis for discussing (a) what to expect of 
the commission's award for the subsequent 
five-year period (1990-9S) if the commission 
proceeds on the lines of its first award and 
(b) what changes or departures are called for 
to make the award more just and equitable, 
vertically as well as horizontally. 

Except for an addition here or a deletion 
there in the long list of criteria for devolution 
and some incremental changes in weightage 
to this or that factor, all the Finance Com¬ 
missions had by and large been faithfully 
following the gap filling approach originally 
adopted by Otto Niemeyer in 1935.' Despite 
its disclttimers, the Ninth Finance Commis¬ 
sion (NFC) too has followed only this ap¬ 
proach.^ The controversies the commis¬ 
sion's first award has generated, surprisingly 
centiv around some of the changes in criteria 
made by it, rather than around its conti¬ 
nuance of this basic approach. 

A Finance Commission’s award has to be 
evaluated on four counts; (1) How does it 
allocate revenues between the centre and the 
states? (2) How does it provide for enkiency 
in resource mobilisation and economy in 
expenditure? (3) In the case of NFC, given 
the grim fiscal scenario, whether its award 
will reduce the budget deficits of both the 
centre and the states? (4) How equitably 
does it distribute the aggregate central 
transfers among states? 

This paper is divided into two parts. Rut 1 
deals with issues of vertical imbalance, 
efficiency in resource mobilisation and 
economy in expenditure in the context of the 
emerging fiscal scenario. Part II deals with 
the question of hmizontal imbalance in both 
statutory and plan transfers. 


States Share in Central Revenues 

The Ninth Finance Commission’s terms 
of reference as also its composition had 
aroused apprehensions in the states that they 
had been tilted Iwavily in favour of the 
centre.^ The apportionment of revenues 


between the centre and the states made in 
the first report for the year 1989-90, con- 
nrms the commission’s tilt towards 4he 
centre. This is brought out from the faa that 
the tax-sharing and grants recommended by 
the commission form only 21.1 per cent of 
the projected revenues of the central govern¬ 
ment as against 24.1 per cent recommended 
by the Eighth Commission and 26.01 per 
cent recommended by the Seventh 
Commission.^ 

Bagchi, however, gives credit to the NFC 
for raising the states’ share in central 
revenues.’ This is done by comparing the 
proportion of NFC’s transfers with actuals 
of the previous years, instead of with recom¬ 
mended transfers under previous commis¬ 
sions. Secondly, Bagchi has erroneously 
understated the NFC’s revenue projections. 
He has taken into account only two com¬ 
ponents of non-tax revenues, viz, interest 
receipts and dividends and profits in NFCs 
revenue estimates. Other non-tax revenues 
have not been taken into account by him, 
presumably because these figures are not 
furnished in the NFC report specifically. 
Despite claims of glasnost, the NFC has not 
furnished full details of many of its estimates 
jpcMing that of centre^s revenue. One needs 
to arrive at them from the reverse side, from 
the commission’s projections of non-plan 
expenditure and revenue surpluses. The 
details of our estimation are given in 'bble 1. 

As in the case of total statutory transfers, 
the share of devolution in central tax 
revenues too is projected to come down 
during 1989-90 under the award of the NFC. 
It is slated to reach 24.1 per cent of the 
centre^s tax revenues in 1989-90 from 28.0 
per cent under the award of the Eighth 
Finance Commission (EFC). The declining 
share of statutory transfers to states in the 
central revenues envisaged in the first awnrd 
of the NFC, however, is very much a con- 
tinuatimi of the actual trends noticed during 
recent yews. As may be seen from ‘Oble 2, 
the sham of statutory transfers had already 
come down to 21.4 per cent in 1988-89 (BE) 
from 21.8 per cent in 1983-86. The share of 
lax devolution too had (xnne down from 2S.8 
per cent to 24.8 per cent during this period. 

The share of stttutory transfers in grois 


central revenues in 1989-90 under the award 
of the NFC, low as it is, is an over sutement 
in a way as part of the statutory transfers 
amounting to Rs 552 crore effected by the 
NFC for meeting special problems is in the 
nature of plan and discretionary transfers. 
This aspect will be discussed later. 

The NFC in accordance with its term^ of 
reference recommended plan grants to the 
tune of Rs 7,728 crore. Non-plan grants to 
the tune of Rs 81 crore too had been 
a<i.sumed by the NFC. The share of aggregate 
revenue transfers thus recommended by the 
NFC shows a decline in 1989-90 and only 
accentuates the trend noticed during the 
period 1985-1989. This share is projected to 
come down to 33.6 per cent in 1989-90 from 
40.3 per cent in 1985-86. 

The access of states to the combined ' 
revenue resources of the centre and the 
states—tax as well as non-tax—has been , 
coming down during the last five years, . 
partly as a result of the reduced share of 
central transfers to states. The award of the 
NFC further reduces the share of the states, 
in the combined pool of revenues as may be ,, 
seen from Tkble 3. The question whether this 
apportionment of revenues is consistent with 
the constitutional division of functions 
between the centre and sutes merits serious ; 
consideration by the NFC. It may be noted . 
that share of states will come down still , , 
further if deficit financing by the centre and 
overdrafts of the states are considered as part . , 
of the pool of resources. 

How THE EFC Award Got Scuttled '' 

The difference between the actual share 
of statutory transfers and the share envisag¬ 
ed under the award of the EFC calls fw a 
closer examination of its reasons. It is seen 
that the difference arose as a result of 
(1) lower growth rates for tax revenues as. 
against non-tax revenues, and (2) the lower - 
rates of growth of shareable taxes as against 1 
non-shareable taxes. Ihble 4 shows that;'' 
much higher growth rates than envisaged by :;j 
EFC were recorded by non-shareable taxes, 'f. 
The actual growth rate of non-tax revenues?^ 
was also much higher than for tax revenues. 
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How STATES' SHARE DECLINES UNDER 
NFC AWARD 

The NFC envisages much smaller growth 
rates for shareable taxes than for the non- 
,shareable taxes and non-tax revenues. This, 
no doubt, IS in tunc with the actual trends. 
The ratios for centre-state sharing of divisi¬ 
ble taxes remaining as under the EFC, there 
is no wonder that the share of devolution 
in centre’s gross revenues ha.s come down. 
Increase in the share of grants has not taken 
place to compensate for the decreasing share 
of devolution. As a result, the share of 
statutory transfers as a whole cannot but 
come down. 

TmiII I. fcSIlMMlSOI CrNTHl 'S tiROSS 

Rim Nil Ri( iins-1989-90 

(In Rupees crore) 


A Non-Plan Fxpcndilurc 

Rs 47.832 

of Ccntic (1 4) 

1 liiicicM payments 

17,000 

2 Subsidiaries 

7,471 

3 tllher non-plan 

22,561 

cxpendiitiic 

4 Provisions lor DA 

800 

B Revenue surplus on 

16,868 

non-plan aceouni 

C Total Revenue (A -i B) 

64,700 

{of which) 

a Tax revenues 

49,000 

b Inieresi Keeeipis 

7,662 

c Dividends and profits 

2,133 

d Other non-tax leceipts 

5.905 

(C (a4b‘e)) 


Soutce: NFC Report for 1989-90 


The pio^entit bias (rf dw Hiatli Rnaace 
Commission reflects itsdf most glaringly in 
the departure the commission makes in 
fixing the compensation for the taxes on 
lailw^ passenger fares at Rs 95 crore It thus 
reverses the position taken by its predecessors 
to tie up the compensation to the non¬ 
suburban fare collections of the railways. 
The plea of the railways was accepted on the 
ground that such linking will affect its 
finances adversely. -This is an argument 
which can certainly be extended further by 
the centre, in future The commission has 
accepted a prindi^c regarding the division 
of the proceeds of a tax under rental ar¬ 
rangement. Imagine what would possibily 
happen, if in years to come, a finance com¬ 
mission, considering the compensation of 
states for the abolition of sales tax, were 
asked by the centre to Hx it at a particular 
absolute level on the ground that it was 
heavily in drirt and compensating the states 
in proportion to the excess revenues would 
affect its finances adversely? 

Ihble 4 shows that dependence on just two 
taxes for bulk of statutory transfers can no 
longer safeguard the interests of states. This 
is partly because the growth rates of these 
two taxes are lower than that of non- 
shareable taxes and non-tax revenues. 
Whether these trends are natural or policy- 
induced, is a debatable issue. Secondly, over¬ 
exploitation of these two taxes, particularly 
the union excise, though it may look attrac¬ 
tive to the states at fust, m^ adversely affect 
its potential for sales taxation. So, given the 
constitutional provisions, more importance 
will have to be given to giants in any sharing 


'Of CMMIII IMdbV 

tally dispioves two mlsconceptioni hdd lyy 
the protagonists of states’ interests. One is 
that the coitre has lost interest in mobilising 
income tax revenue in veiw of the larger 
share going to the states. The growth rate 
of income tax revenue was higher than that 
of union excise Second mis-conception is 
that the centre is exploiting the additional 
excise duties in lieu of sales tax much less 
than the union excise duties. This too is not 
supported by the growth rates in revenues 
from these two taxes. Strangely, the NFC’s 
projections of tax revenues reverse these past 
trends in growth rates for reasons not made 
clear. The growth rate of income tax revenue 
envisaged by the NFC for 1989-90 is very low 
when compared to its past growth rates. It 
is also lower than that of the Union Excise. 
Similarly, the growth rate of revenues from 
Additional Excise duties is lower than for 
Union Excise. The growth rate of tax 
revenues as a whole is, lower than that of 
non-tax revenues. 


Increasing Budget Deficits: 

Real Cause 

The NFC has not come out with any ex¬ 
planation for reducing the share of states in 
the total revenues of central government. 
Reading between the lines, however, one can 
see that it is the commission’s concern for 
the increasing revenue deficits in the coun¬ 
try which has led to this decreasing share. 
In the words of the commission “... the 
revenue deficit at the central level is also 
attributable partly to the substantial increase 
in federal current transfers to the states” 
implying that these transfers require to be 
reduced for containing centre’s deficits.* 
This stetement is true in the sense that if 
there were less transfers to states, the centre 
would have had a surplus on revenue 
account. But as may be seen from Ibble 5, 
even this would-have-been surplus was 
coming down from the year 1980-81, the 
second year of revenue deficit for the centre 
This hypothetical revenue surplus which was 
3.96 per cent of GDP in 1980-81 came down 
to 2.64 per cent in 1986-87 registering a 
decline ^ 1.32 percentage points. 

During this period, the ratio of transfers 
to GOP increased only by 0.6 percentage 
points whereas the ratio of centre^s deficits 
to GDP increased by 1.90 percentage points. 
Obviously, die reasons for centre’s deficits 
will have to be looked for elsewhere The 
centie^s own budgetary expenditure which 
formed only 7.73 per cent of GDP increaMd 
to 11.41 per cent marking an increase of 3.68 
percentage points. As against, the improve¬ 
ment in the ratio of centre’s gross revenues 
to GDP was only by 2.36 percentage points. 
Thus tiw main reason for centres defi^ lia 
in the large increases in its own expenditure 
unmatched hy increase in its gross revenues. 
It is true that the proportion of stales’ 
expenditure to GDP too rose during this 
period. But the increase was only by smaller 


Tsbii. 2 : SiiARi. <>i Franm i rs lo States in Central Revenues- 1984-90 

{Figures in percentage) 


1983-84. 

1984-85 

1985-86 

1986-87 

1987-88 

1988-89 

1989-90 

1 Shtire of dcsoluiion lo 
states in central tax 

revenues 

24.2 

24.9 

25.8 

25.7 

25.1 

24.8 

24.1 

2 Share ol statutory 
transfers lo states in 
total tevenuc excluding 
revenue deficits 

20.1 

20.9 

21.8 

21.1 

20.6 

21.4 

7A.I 

3 Share of sluatutory 
transfcis to states in 
central revenues inclu¬ 
ding renvenue deficits 

18.5 

18.7 

18.9 

17.8 

17.6 

18.2 

18.8 

4 Share of total revenue 
transfers to state and 

UTs m central revenue 
excluding revenue deficits 

36.8 

36.5 

40.3 

38.0 

38.2 

37.5 

33.6 

5 Share of total revenue 
traiTsfcrs to stale and 

UTs in central revenue 
including revenue deficits 

33.7 

32.6 

34.9 

32.1 

32.5 

31.8 

30.0 


Notes'. I Devolution and grants to Union Utrritories in 1989-90 have been estimated on the basis 
of 1988-89 proportions between states and union territories. Thus the devolution to 
union territories will be Rs 312 crore and statutory grants Rs 19 crore They are included 
in ligures of row Nos 4 and 5. 

2 Figures for 1987-88 are of Revised Estimates and that for 1988-89 Budget Estimates. 
Figures for 1989-90 are NFC estimates. 

3 Devolution and grants in Rows 1-3 exclude union territories while figure for Rows 4 
and $ include those for union territories. 
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ratio of centre's expenditure increased by 
3.08 percentage points between 1974-7S and 
1986-87 as against 2.42 percentage points in 
the case of states.^ More than half the in¬ 
crease in the states’ ratio was on account of 
increase in development expenditure while 


non-plan expenditure was dn account of in¬ 
terest paymenu and subsidies. Since 1986-87, 
there has also been a substantial increase in 
defrace expenditure which has caused the 
ratio of non-plan expenditure to GDP to go 
up further. 

The ratio of states' deHcits to GDP was 


Tablf 3: Share ok States in the Total Tax Revenues or Ckntri and Siates 

(Figures m percenluge) 


1984-85 ' 

1985-86 

1986-87 

1987-88 

1988-89 

1989-90 

1 Share of taxes accruing 

50.7 

51.1 

51.0 

50.3 

50.4 

48.7 

to states (own taxes -k 
devolution) 

2 Share of states' revenues 

58.4 

59.8 

58.0 

58.0 

57.0 

55.3 

(own revenues -k total revenue 
transfers) in total revenues 
excluding deficits 

3 Share of states’ revenues in 

55.2 

53.9* 

51.8 

53.0 

51.8 

49.9* 


total revenues including 
deficit-s of states and centre 


the states as a wh^ had deficits oit^ daring . 
two years. It is not our contention that the 
states are to be totally absolved of all respon¬ 
sibility for the current fiscal scenario. Their 
major failure lies on the resource mobilisa¬ 
tion front. And it is here that NFC’s mis¬ 
sion for zero deficits flounders badly. 

The increase in states’ ratio of own 
revenue to GDP was very small as compared 
to the increase in ratio of centre’s revenue. 

It also fell short of the increase in ratio of 
states’ expenditure. While the latter ratio 
moved up by 2.5 percentage points, the 
former ratio moved up by only 0.9 percen-. 
tage points. 

The above analysis shows that an array of 
factors contributed to the mounting revenue 
deficits. They are (1) Growth in centre’s 
expenditure; (2) Growth in states’ expen¬ 
diture; (3) Tardy growth in states’ revenues; 
(4) lower than necessary growth in centre’s 
revenues; and (5) Increasing, though small, 
share of central transfers. 


•States had surplus during these years. 

Notes and Rcferencei: 

1 Total plan grants to states for 1989-90 have been arrived at by applying the piopoiiion ol stales’ 

plan grants to the total plan grants of states and union lerruorics in 1988-89 (98.1 per sent) 
The figure for states and union territories given by NTC ate Rs 77,288 crore 

2 ‘Finance of State Government'. RBI Bulletin, various issues. 

3 ‘Finance of the Government of India’, RBf Bulletin, vaiious issues. 

# 

Tahi e 4; Growth Ratls in Tax and Non Tax Revimt.soe rut (.'tNiRi 


(Figures in Percentage) 


SI 

Growth Rate of 

Average of 

Cirowlh Rates over the Previous 

No 

Average Yearly 

Yearly 


Years in 



Revenues for 1984-89 

Growih 

1989 90 

1988-89 

1987-88 


over 1983-1984 

Kales 





EEC 

Actuals 

between 





Estimates 


1983-84 

and 

1988-89 




1 Shareable taxes 

2 Non-shareahic 

21.2 

47.1 

12.9 

12,6 

8.0 

16.4 

taxes 

25.7 

71.2 

17.9 

22.0 

17.3 

14.7 

3 Ibtal taxes 

4 Non-tax 

23.1 

57.3 

15.1 

17.1 

12.2 

15.6 

revcnucN + 

52.7 

110.4 

22.9 

20.8 

10.3 

13.6 

5 Total revenues -i 

28.6 

67.2 

16.6 

18 0 

11.8 

15.2 

6 Income tax 

19.2 

68.6 

16.8 

6.9 

9.3 

16.4 

7 Union excise* 

21.8 

42.2 

12.0 

14.1 

9.5 

15.3 

8 Additional excise 

21.8 

61.2 

15.0 

9.8 

10.3 

6.4 


Notes: -K Excludes cash grants and Aid Materials from abroad. 

• Other than additional excise duties. Excludes duties on electricity from EFC estimates. 


Assessment oi Central Expenditure 

In the light of the above, one would have 
expected the NFC to concentrate on control¬ 
ling the expenditure of the centre and states 
while stepping up the resource efforts par¬ 
ticularly of the states. Instead, Table 6 shows 
that centre’s own total expenditure excluding 
transfers to states is projected to go up by 
16.6 per cent in 1989-90 ove- 1988-89. 

Surprisingly, this is almost double the 
growth rate budgeted for by the union 
government lor 1988-89. Growth rate in cen¬ 
tre’s non-plan expenditure is projected to be 
only marginally lower than that of the 
previou.s year. This is not surprising as the 
commission could scale down the finance 
ministry's estimates of non-plan expenditure. 
for 1989-90 only by 4.9 per cent against 13.5 
per cent .scaled down by the EFC for 
1984-89.” 

The NFC’s norms cannot be applied to 
interest payments for obvious reasons. 
Norms are not applied to defence expen-, 
diture out of reverence, not only for the year 
1989-90, but also for the period 1990-95. The 
reduction by a mere Rs 37 crore in the 
defence expenditure projected by the finance 
ministry speaks for itself. Evidently, the 
defence view of the inviolatability of its pro- 


T ABi I. 5; Revlnue Reclipts, Expcndituki , Di iicits, Dt voi uiion and CiRanis (As Pi ri ENiAur oi CiDP) 



1980-81 

(1) 

1981-82 

i2) 

1982-83 

(3) 

1983-84 

(4) 

1984-85 

(5) 

1985 86 

(6) 

1986-87 

(7) 

Diflcrencc 
between 
Columns (7) 
and (1) 

1 Gross revenues of centre 

11.7 

11.9 

12.2 

II 7 

124 

13.2 

14.1 

2.4 

2 Own expenditure of centre 

7.7 

7.9 

86 

8.6 

9.6 

10.3 

11.4 

3.7 

3 Devolution and grants 

4.5 

4.2 

4 3 

4.3 

4.3 

5.0 

5.1 

0.6 

4 Deficits of centre 

0.6 

0.2 

0.7 

-1.2 

1.5 

2.1 

2.5 

-1.9 

5 States' own revenues 

6.3 

6.5 

6.8 

6.6 

6.7 

6.9 

7.1 

0.9 

6 States’ expenditure 

10.4 

10.2 

10.9 

II.O 

11.8 

12.0 

12.9 

2.5 

7 States' revenue deficits (-) 









or surplus (-E) 

-kO.7 

-kO.8 

+ 0.5 

+ 0.1 

-0.4 

lO.2 

O.I 

0.8 


Source: NFC Report, Annexure 11.1, p 14. 
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'ttcNFC. Butt1»piiUkl)rit«teddeftiieefgi> 


nudeqttat& Thrir growth in expehffimrtl 


I): IMudituie aecounti for newly n quarter of 
the centres non-idan eq>enditur&* And 
j defence expenditure had shown a sharp rise 
! from 2.9 per cent of QDP to 3 J per cent 
during the Tirst four years of the Seventh 
Plan.'® 

Massive cuts are now being made in the 
' US defence budget to meet the target of 
' balancing the budget, a target which the 
NFC too have accepted for future." To get 
over its economic cri.sis, USSR also is toying 
with the idea of cuts in defence expenditure. 
If superpowers like the US and USSR faced 
with economic crisi.s can think of cutting 
massively their defence budget, why not a 
poor country like India?There seems to 
be not much choice either, if dericits are to 
be contained. As the Reserve Bank gover¬ 
nor himself has recently reminded, the twin 
objectives of national development and 
security have to be viewed together. With 
the exclusion of interest payments and 
defence expenditure, which together account 
for nearly three-fifths of centre’s non-plan 
expenditure, from its normative assessment, 
the brunt of the NFC’s normative approach 
necessarily has to be borne by subsidies (in¬ 
cluding food subsidy) and other items of 
non-plan expenditure. Their growth rates will 
have to be less than 9 per cent. How realistic 
will these assumed low growth rates be 
especially in the short run? 

Having failed to control the growth in cen¬ 
tre’s non-plan expenditure, the NFC has 
sought to achieve its mission of reducing 
revenue gaps by stepping up the growth rates 
of centre’s tax and non-tax revenues, par¬ 
ticularly of the latter. The growth rate in cen¬ 
tre's non-tax revenues is proposed to be more 
than doubled in 1989-90. The centre’s tax 
revenues are proposed to be stepped up from 
12.2 per cent in 1988-89 to 17.1 per cent in 
1989-90 (see Thble 4). 

Projections ok State Revenues 

In view of the tardy growth in states’ own 
revenues noted earlier, one would have ex¬ 
pected the Finance Commission to peg up 
the growth rate of states’ revenues. But as, 
one notes from Thble 6, the normatively 
determined growth rate of sutes' revenues 
in 1989-90 is lower than in alt recent years. 
But, the states’ non-tax revenues are pro¬ 
jected to grow faster than in the past two 
years. 

The growth rates envisaged for some states 
are marginal or even negative (see Ihble 7). 
The reasons for the envisaged decline in the 
growth rates of states’ tax revenues have to 
be looked for in the commission’s 
methodology for normative assessment of 
tax revenues and the moderation it had given 
to the undertaxed sutes. This is a classic in¬ 
stance where a fiiuuice commission is caught 
in the web which it has spun, it has become 
' a prisoner of its methodology. 

The situation looks pretty interesting and 
requires recounting. fiscal scenario is 


exceeded the growth in their revenues. Yet, 
the estimates of ux revenues of sutes nor- 
mativeiy arrived at by using the sophisticated 
methodology of regression are lower than 
even the long-term trend estimates by Rs 237 
crore. In the name of realism, even these nor¬ 
mative estimates are moderated by another 
Rs 283 crore. If the commission had struck 
to mere trend growth rates, as in the case of 
the centre, growth rate in tax revenues in 
1989-90 would have been 11.6 per cent in¬ 
stead of the present 9.2 per cent. If the com¬ 
mission had struck to its normative estimates 
without moderation, the growth rate in 
states’ tax revenues would have been 10.5 per 
cent. Of course, these rates would still have 
been lower than the growth rates achieved 
or budgeted for during the first four years 
of the Seventh Plan. Thus the commission’s 
sophisticated methodology has failed it to 
prod the states to greater tax efforts, so 
necessary for achieving the commission’s 
own goal of reducing the budgetary deficits. 

State-wise Growih Rates in 
Tax Revenues 

Table 7 shows the state-wise growth rates 
in 1989-90 over 1987-88 implied in the NFC’s 
normative tax and non-tax revenue 
estimates.'^ When states’ tax efforts have 
been diagnosed to be lagging behind, it is 


ate found to be overtaxed while oidy 8 ttatci 
(6 major sutes and two special category 
states) are found to be underused. Logically, 
the'overtaxed sutes should show lower rates 
of growth than the undertaxed sutes. NFC 
can uke some credit for Uking this princi¬ 
ple into account in its estimation of tax 
revenues as the growth rates of the former 
group is only 21.0 per cent against 29.7 per 
cent for the undertaxed sUtes. But some of 
the exceptions within these groups are glar¬ 
ing enough to question the suitability of 
NFC’s methodology and its principles of 
moderation. Against the all-states average 
growth rate of 2S.0 per cent, some of the 
overtaxed state.s, particularly some of the 
special category states are expected to show 
very high growth rates. So also is the case 
with .some other overtaxed states like Punjab, 
Uttar Pradesh, and Ihmil Nadu. As against, 
the envisaged growth of some of the under- 
taxed states has been lower than that of the 
overtaxed states. In fact, the rates of growth 
of West Bengal and Orissa were less than the 
average for all states. If this is the case, what 
is normative about the commission’s esti¬ 
mates? And where is the reward and punish¬ 
ment for performance and delinquency? 

The estimates using the regression metho¬ 
dology and the moderation made on these 
estimates throw out some rather ludicrous 


r 

NOTICE 


It B hereby notified for the information of the public that Ut Kctrocticmlcali Limited proposes to make an 
application to the Central Government in the Department of Company Affairs, New Delhi, under SubSecton !S) 
ol Section 9? of the Monopolies and Restrictive Trade Practices Act, 1969, for approval to the establishment 
ol a new undertakms/unit/division Brief particulars of the proposal are as under 

1 

Nome and Address of the applicant 

UB Petrochemicals Limited 

1, UB House. Vittal Mallya Road 
Bangalore S60 (X)1 

2 

Capital Structure of the Applicant Orsanisalion 

Authorised Capital- Rs 25 lakhs 
Issued B Subscribed Capital. Rs. 70 

3 

Management structure of the Applicant Organisation 

Mr Vijay Mallya 


indicating the names of the Directors, including 

Mr S V Divecha 


the Managing/Whole Time Directors and Manager, 

Mr A Swaminethan 


If any Board of Directors 

Mr R C Bhaigava 

4 

Indicate whether the proposal relates to the establishment 
of a new undertaking ot a new unibdivision 

New undertaking 

s 

location of the new undenaklng/devision/unit 

Vlshakapatnam, 

Andhra Pradesh 

6 

Capital Struaure of the Proposed Undertaking 

Authorised Capital: Rs. 1000 Crs 
Issued B Subscribed 

Capital- Rs 750 Crs. 

7 

In case the proposal relates to the production/storage, supply, 
distribution, marketing or control of any goods, articles indicate. 



a. Names of the goods/aitlcies 

Aeiylonltrille 


b Proposed Uctnsed Capacity (tonnes per annum) 

70,000 


c. Estimated Annual Turnover 

Rs. 175 Crs 

8. 

In case the proposal relates to the provision of any service, 
state the voluine of activity m terms of usual measures such as 



value, income, turnover, etc. 

Not applicable 

9 

Cost of the Protect 

Rs. 182.S Os 

10. 

Scheme of Financing, indicating the amounts to be raised from 
each source: Risht/Public Issue Shsres/Debentuies 



(convertible/non-convertlble)7Loan5 

Rs. 157.71 Os 


Foreign Exchange Loans/Suppbers Credit 

Rs. 94.79 Os 

Rs. 18250 6s 

1 Any person interested in the matter may make a representation mquadrupHcale to the Secretary, Droaitment I 
1 ofCdmpanyAffaifs. Government of Mia, ShastnBhavan, New OeM. within 14 days from the date or publica- 1 

1 non of the notice, intimatins hs views on the proposal and mdicatirq the nature of hb ineercst therein. I 



W Order of the Board, 
for UB Petrochemicals UmNcd 

1 


Set/- 

1 


ASwaminattitn 

1 Doted 2Snd March 1989 

nreetor 
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« ntniiKtng m the NFC s mind about the spenalcategory sutes Rs 55 crore. Therenw 


revenues of Madhya Predesh fw 1989-90 are 
envisaged to. show an actual decline from 
their budget estimates for 1987-88. The 
growth rate for Andhra Pradesh is omy 8.7 
per cent and that of Rajasthan only 10.5 per 
cent. No doubt, these are overtaxed states. 
But then, the undertaxed Orissa too is 
expected to show a growth rate of only 8.3 


suitability of its methodology and its prin¬ 
ciples of moderation? The process of 
moderation helped different states dif¬ 
ferently. If we take the groups of states, it 
was the middle and high income states which 
benefited from moderation, the former by 
Rs 314 crore and the latter by Rs 141 crore. 
On the other hand, the low income states 


no moderation either upward or downward. 
in the cas of special category states other 
than Ass.. 'i and Mizoram. In the case of 
Assam, the upward revision of normative ' 
estimates amounted to 16.8 per cent. In the 
case of Mizoram, the moderation was by 45 
per cent. Of the 6 major states which bene¬ 
fited from moderation, two (Maharashtra . 
and Gujarat) belonged to high income group, 
two to middle income group (Karnataka and . 
West Bengal) and two to low income group 
(Bihar and Orissa). Of the states which lost 
in moderation, two belonged to high income 
group (Punjab and Maryana), three to 
middle income group (Andhra Pradesh, 
Kerala and Tamil Nadu), three to low income 
group (Madhya Pradesh, Rajasthan and 
Uttar Pradesh) and two to special category 
(Assam and Mi/orem). It may be noted that 
moderation was carried out regardless of the 
economic position or revenue surplus 
position of the states 

SiAii-wiM C'lRuwin IN Non-Tax 
RFVPN l.'tS 

EFC’s methodology has been made use of 
for the normative assessment of non-tax 
revenues. This segregation of revenues into 
ta.x and non-tax revenues and subjecting 
them to dilfeient types of normative 
approach tone aggregative and the other 
disaggrcgaiive) are not entiicly lational or ' 
equitable. As Bagchi correctly points out, the 
bases of these two source of revenues often 
overlap and surpluses generated by state- 
owned enierpriscs through pricing of pro¬ 
ducts partake the nature of a tax.'* 

All analysis of the growth rates of non¬ 
tax revenues shows that despite the commis¬ 
sion's eagciness to reduce the budgetary 
deficits, the non-tax revenues normatively 
fixed for 1989-90, show an absolute fall over 
the budget estimates of 1987-88 in the case 
of Haiyana, Andhra Pradesh, Rajasthan, 
Gujarat and Manipur. Maharashtra has a 
zero growth rate. Karnataka’s growth rate is 
just 6.6 per cent against the all-states average 
of 30.3 per cent. The growth rates in non¬ 
tax revenues envisaged by the NFC ranges 
from (-) 19.3 per cent in case of Manipur - 
to 263 per cent in case of West Bengal and 
239 per cent in case ol Mizoram. These very . 
divergent growth rates implied in the NFC 
estimates call for a second look at the data 
used as also the methodology."’ If tax 
norms can be moderated in the name of . ' 
realism, obviously there is a case for 
moderating non-tax revenues, taking into 
account the fact that there is only limited 
time available for states to turn around their 
public sector enterprises. 

As for total state revenues, tax plus non- - . 
tax, growth varied from 2.1 per cent for ' 
Rajasthan to 209 per cent for Mizoram smd . - 
67 per cent for Bihar. The growth rates itt„,^ 
some of the rich but undertaxed states like 
Maharashtra, Gujarat and Karnataka con¬ 
tinue to be lower than for some of the over- 


Table 6: Revenues and Expenditure of Centre and States--Comparative Growth Rates 

(Figures in Percentage) 


SI 

No 


Average of Yearly 
Growth Rates 
(1983 to 1989) 

Growth Rate in 
1989-90 over 
1987-88 

Growth Rate in 
1989-90 over 
1988-89 

1 

Central taxes (gross) 

14.9 

31.4 

17.1 

2 

States’ own taxes 

14.9 

24.1 

9.2 

3 

Central non-tax revenues 

22.9 

33.3 

20.8 

4 

States’ non-tax revenues 

12.2 

27.1 

14.3 

5 

Centre’s total revenues 

16.0 

31.8 

18.0 

6 

States’ total revenues 

14.2 

24 9 

10.5 

7 

Devolution and grants 

15 9 

20.5 

13.1 

8 

Centre’s own expenditure* 

+9.0 

32.5 

16.6 

9 

States’ expenditure 

15.5 

— 


10 

Centre’s non-plan 





expenditure** 

— 

30 7 

14.0 

11 

Slate’s non-plan exjsendilure 

- 

14.9 

— 


Notes: * Excludes disbursements of union territories. 

•* Revised estimates. 

Sources: I. For centre's non-plan expenditure. Union Budget Documents for various years. 

2. For other columns, KBl Bulletin, ‘Finances of the Government of India’ and Finances 
of state governments for various years. 

Tahii 7: Tax, Non-Tax Revenue, TorAi REvrNuF and Non-Plan Expendituri- 
Growtii Rates in 1989-90 over 1987-88 

(Figures in Percentage) 


States 

Tax 

Non-Tax 

Total 

Non-Plan 




Revenue 

Expendituri 

1 Punjab 

28.4 

89.8 

40.8 

15.0 

2 Haryana 

19.7 

-12.4 

9.2 

13.6 

3 Andhra Pradesh 

8.7 

-13.5 

4.4 

14.1 

4 Kerala 

27.0 

50.0 

30.6 

16.5 

5 Tamil Nadu 

32.0 

69 4 

36.7 

37.7 

6 Madhya Pradesh 

1.5 

30,7 

lO.l 

13.3 

7 Uttar Pradesh 

31.0 

50.4 

35.6 

11.3 

8 Rajasthan 

10.5 

-16.9 

2.1 

8.0 

9 Assam 

55.5 

7.9 

32.2 

31.7 

10 HP 

41.8 

12.5 

31.2 

23.8 

11 Meghalaya 

49.7 

45.3 

47.8 

14.1 

12 Nagaland 

57.7 

50.7 

54.2 

-3.3 

13 Sikkim 

112.3 

28.8 

58.5 

25.0 

14 IVipura 

37.5 

62.1 

49.6 

21.5 

IS Mizoram 

144.0 

238.9 

208.9 

67.9 

All overtaxed states 

21.0 

24.5 

21.8 

16.4 

16 Maharashtra 

27.4 

0 

20.3 

13.6 

17 Gujarat 

35.5 

-7.6 

22.8 

l.l 

18 Karnataka 

31.6 

6.6 

25.5 

0.7 

19 West Bengal 

24.1 

262.7 

51.5 

34.0 

20 Bihar 

46.5 

92.7 

66.6 

46.1 

21 Orissa 

8.3 

70.3 

27.2 

38.8 

22 Jammu and Kashmir 

37.7 

13.0 

27.1 

16.8 

23 Manipur 

45.9 

-19.3 

11.5 

8.4 

All under-taxed states 

29.7 

36.1 

31.4 

10.4 

All states 

25.0 

30.3 

26.4 

14.9 


Noigs and References; Data for 1987-88 are of Budget Estimates and for 1989-90, Finance 
Commission's estimates. 

Sourcer. 1 ‘Finances of State Govts 1987-88’. RB/ Bulletin, October 1987. 

2 NFC Report, Annexurn P 37. 
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I nw'lu' 

iThe indulgence granted by the Finance 
|p^mmi<>sicn to states’ revenues, thanks to 
OU methodology, is reflected in the composi- 
|;kion of siatc.s' revenues given in Table 8. 
fy Despite ilie reduced' share of transfers 
the centre to states, the share of own 
ij,; resources in the states’ revenues will come 
is down marginally in 1989-W. This is also 
'* evident Irotn Table 3 The ilesTinc in share 
; ■ of revenues acciiiing to states in the total 
, pool of leveiiu'.'s a'.ailalilc to the iwo tiers 
of govcinments is only partly due to the 
' declining share ol eeiitial transicrs. The 
' *'ailuie of NK to prod the states to step up 
resoutce etforts is u soiitributing factor of 
equal impoitanee. 

Tile NI C puls loiward the claim that its 
' norniaiive appioach towards tax and non- 
'• tax revenites, di'stnie ns other drawbacks, 

' provide ins'eii'ivcs am! disincentives to states. 
But these incentives become operational 
only if the normative assessment leads to 
deflciis entitling the .stales for deficit grants. 
The eommission further restricts the scope 
■ foi reward and punishment by first filling 
the gaps hv lav shaiing, reducing the number 
of Slates eligible lor giants to only 13 of 
which only 2 belong to non-special category. 
If we take the position of 1986-87, only two 
' major states are eligible for grants after 
devoluiioii. .Secondly, there is nothing 
preventing the states receiving grants from 
violating r'inanec Commission’s norms, once 
the gram amounts arc fixed. Of course their 
plan si/e will be affected. 


tConnttM&staniiilMlHiiii- 

mented by the central government, centre’s 
pay revision has been taken into account 
by NFC. 

According to the commission’s target, 
revenue deficit of the centre after devolution 
will come down to Rs 7,004 crore from Rs 
9,842 crore budgeted for 1988-89. This im¬ 
plies a decrease of 18.8 per cent. Though 
states’ net revenue position will show a 
surplus of Rs 2,230 crore, the deficits of 
some states will total to Rs 1,443 crore. On 
the whole, centre’s deficits will be contained 
to 1.92 per cent of GDP and the total deficits 
of the centre and states together to 2.2 per 
cent.’’ How realistic are these projections? 
It depends on the realism in the Finance 
Commission’s various estimates. 


The cbmmtuion, as with its ai^Uarfton' 
of norms, had been very seleaive in its ex¬ 
hibition of realism. In the case of tax 
revenues of undertaxed states, the commis¬ 
sion found it too difficult for them to catch 
up with the normative estimates in one year. 
“To be realistic and to mitigate the hard- 
shipness arising from the sudden adoption 
of normative approach, we have moderated 
the normative estimates. Thus, in cases 
where normative estimates are higher than 
the trend estimates, we have moderated the 
normative estimates by adding 50 per cent 
of the shortfall, subject to a maximum of 
15 per cent of trend estimates”'" But the 
same commission whose report was signed 
on July 29, 1988 wants the dividends and 


Tadi r 8: CoMPOsiTif)N oi- Stmts’ Rtvi'niits, 1984 to 1990 

(Figures in Percentages} 


SI 

No 

1984-85 

1985-86 

1986-87 

1987-88 

1988-89 

1989-90 

1 Share of states’ own taxes in 
total tax revenues 

67.7 

66,7 

66.8 

66.9 

67.4 

66.6 

2 States’ own tax and non-tax 

revenues in total revenues 

61.3 

59.4 

60.2 

59.1 

60.5 

60.0 

3 Share of deficits in states' 

gross revenues 

3.3 

2.0* 

0.1 

3.6 

3.0 

4.4* 


Note-. • denotes surplus. 

Notes and References: 

1 Total plan grants to stales for 1989-90 have been arrived at by applying the proportion 
of states’ plan grants to the total plan grants of stales and union territories in 1988-89 
(98.1 per cent). The figures for states and union territories given by NFC are Rs 7,728 crore 

2 ‘Finances of State Government’, RBI Bulletin, various issues. 

3 ‘Finances of the Government of India’, RBI Bulletin, various issues. 


j Instead sd linking the scheme for reward 
, and punishment to the levcnuc gaps, that too 
after devolution, a scheme with more direct 
. effects can be considcicd hy the NFC. Under 
, this scheme, re.soiiree efforts and economy 
,, in expenditure will be given due weighiagc 
j 'in a composite formula for transfer of all 
resource;,. This is being discussed later. 

Asst SSMl N I t)T S1 At l .s’ NON-Pl AN 
HM’LNDiniRT 

The indulgence given to the states in the 
matter of resource mobilisation wa.s sought 
to be neutralised by the commission’s 
stringent approach to states’ non-plan ex¬ 
penditure which is targeted to grow by 9 per 
cent in 1989-90. This implies a growth of 
only 14.9 per cent between 1987-88 and 
1989-90 against 30.7 per cent in case of cen¬ 
tre’s non-plan expenditure. With budget 
estimates for 1987-88 as base, the growth 
rates for 1989-90 vary substantially between 
states as may be seen from Table 7. In fact, 
' some states are showing absolute decline in 
non-plan expenditure. The commission 
.however claims to have fixed a uniform 
, growth rate of 9 per cent for 1989-90 for all 
] state governments—-6 per cent for price rise 
: and 3 per cent for real growth. This norm 
.assumes that inflation rates in all states are 
«uniform. The growth rate envisaged does not 
provide for pay revision due in some of the 


Tabi r 9: Changinc, Data ot Per Capita State Domfsttic Product 


States 

Three Year Averages of Per Capita Income 

VII FC Figures 
for 1973-76 

Latest CSO 
Figures for 
1973-76 

VIU FC 
Figures for 
1976-79 

Latest CSO 
Figures for 
1976-79 

1 Andhra Pradesh 

928 

917 

1006 

988 

2 Assam 

791 

751 

960 

938 

3 Bihar 

645 

637 

755 

732 

4 Gujarat 

1134 

1131 

1590 

1493 

5 Haryana 

1.399 

1316 

1895 

1765 

6 Himachal Pradesh 

1068 

1021 

1230 

1167 

7 Jammu and Kashmir 

811 

825 

1100 

1081 

8 Karnataka 

1045 

953 

1202 

1082 

9 Kerala 

948 

892 

1162 

1058 

10 Madhya Pradesh 

776 

786 

895 

867 

1 Maharashtra 

1349 

1278 

1670 

1662 

12 Manipur 

870 

705 

859 

799 

13 Meghalaya 

850 

598 

1046 

9M 

14 Nagaland 

820 

905 

1100 

1144 

15 Orissa 

793 

714 

918 

803 

16 Punjab 

1586 

1632 

2250 

2200 

17 Rajasthan 

853 

883 

1127 

1084 

18 Sikkim 

820 

— 

1100 

1144 

19 Tkmil Nadu 

942 

817 

1165 

1010 

20 Tripura 

830 

750 

m2 

948 

21 Uttar Pradesh 

715 

714 

870 

894 

22 West Bengal 

1033 

1042 

1247 

1253 

23 All India 

940 

967 

1165 

1176 


Sources: 1 Report of the Seventh Finance Commission, 1978, p 308. 

2 Report of the Eighth Finance Commission, 1984, p 158. 

3 Central Sutistical Organisation, 'Estimates of Slates’ Domestic Product, I960-6I' 
1984-85’. 
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~]'gcwenmi£nt ib |i> up by 6f the ’centre is the' expbnttiWe 


. 27 } per cent Just in one year. It also expects 
as seen earlier, the non-tax revenues of West 
Bengal and Mizoram to go up by 263 per 
cent and 239 per cent respectively in 1989-90 

On the centre’s expenditure side, the com¬ 
mission visualises food subsidies to grow by 
a mere 2 per cent. Fertiliser subsidy as also 
all other subsidies (other than export sub¬ 
sidy) are assumed not to grow at all. Will 
it be possible to tune up the piuductiun ef¬ 
ficiency of fertilisers and distribution effi¬ 
ciency of foodgrains in Just one year? The 
other alternative will be to increase the issue 
prices of foodgrains and fertilisers. The im¬ 
pact of such an increase in prices on the 
budgets of centre and states does not appear 
to have been taVen into account whilc asses.s- 
ing the expenditure of centre and states by 
the NFC. As noted earlier, the NFC was 
forced to drastically bring down the growth 
rates of subsidies and other non-plan expen¬ 
diture of central government as they had, out 
of necessity or on their own volition left out 
two major items of expendituie from the 
purview of its normative approach The 
NFC’s axe therefore has to tall t.ithei hcavili' 
on two-fifths of ivntre’s non iMan cxix-ndmirc 

Basic Deflct or Normai ivl AppROAt 11 


requirements of state governments. 

The circle has turned full round since the 
days of the Thtrd Finance Commission, the 
attempts of which to look into the revenue 
component of State plans and to allocate 
plan grams were thwarted by the central 
government. Now, as we know, the Presiden¬ 
tial ordei did not limit the scope of the Ninth 
Commission to the assessment of the non¬ 
plan side, but expected it to .scrutinise the 
entire revenue account. But the commission, 
as though totally unaware of this opening 
of the gates ol freedom failed to seize the 
opportunity. It decided to tread the beaten 
track of Its piedccessors It has been quite 
content to play second fiddle to the Plan 
ning Ct'mmission in allocating grants (1) bet¬ 
ween the centre and the states and (2) bet¬ 
ween the states’ plan on the one hand and 
the central and centrally sponsored schemes 
on the other. For the estimation of revenue 
component of states’ plans, as also in the 
inter state allocation of plan grants, it has 
relied altogether on the Planning Commis¬ 
sion. The major initiative, if one can call it 
so, taken by the Finance Commission is that 
in fixing the revenue plan grants for 1989-90, 
it has resorted to a sort of explicit indexing, 
something that, in the past, the states had 
to plead before the Planning Commission 


at' the'tnnb bflUie 

plans. ', 

Given the approach adopted by ttw- 
Finance Commission, no one will shed tean 
for the NFC whose recommendations in thit 
regard, unlike the other recommendations, 
have not been accepted straightaway by the 
government. The government has only asked 
tne recommendations of this statutory oody 
ip this regard to be kept in view by the Plan¬ 
ning Commission (an agency of the central . 
government) while finalising the funding, 
arrangements for the Annual Plan, 1989-90. 

The grants-in-aid to cover the revenue 
component of state plans as recommended 
by the Finance Commission add up to 
Rs 2.476 crore. With the revenue component 
of externally funded projects estimated at 
Rs 315 crore and another five per cent of 
plan grants left for allocation by the Plan¬ 
ning Commission (Rs 130 crore) the ag¬ 
gregate revenue plan grants for financing the 
states' plans would amount to Rs 2,921 crore. 
This forms only 38 per cent of the total Plan 
grants. This is no improvement over the ratio 
lor 1988-89. Evidently, the balance is left 
largely for the financing of the central sector 
and centrally sponsored schemes as also for 
granting additional advance and special 
central assistance for state plans. Thus, in 
the allocation of plan grants, the discretion 


The realism in the Finance Commission’s 
estimates is, in a way important only to 
states, as the limit fixed for states’ budget 
deficit alone can be enforced. The central 
government, if it so chooses can enforce the 
limits for total expenditure by cui tailing 
states’ overdrafts. States’ failure to tax or to 
control their expenditure as planned by the 
Finance Commission then attracts penalties 
in the form of smaller state plans, unless the 
union government perfoims, as it sometimes 
does, the functions of the Finance Commis¬ 
sion and releases revenue deficit loans or 
grants. But the shortfalls in central govern¬ 
ment’s revenues need not compel it to reduce 
its expenditure. In fact, these shortfalls can 
be met at the cost of plan and discretionary 
transfeis to the states. Or else, the shortfalls 
can be financed by borrowings from its cap¬ 
tive market which includes the Reserve Bank 
of India. The mflationarv cost of this second 
alternative is oorne partly by the states. It 
is therefore time for the NFC, concerned as 
it is with normative approach and zero 
deficits, to devise a scheme of reward and 
punishment to the central government also. 
This becomes all the more necessary as NFC 
fias tried to reward and punish states. In our 
view, two alternative courses are open to the 
NFC. One is to recommend a legislation on 
the lines of Gram-Rudman Act in the US, 
making it mandatory for the governments 
to balance the budget or to contain revenue 
deficits to the levels stipulated by the Finance 
Commission.” Alternatively, the commis¬ 
sion can think of linking a portion of its 
grants to centre’s revenue deficits over the 
level stipulated by it. This scheme is logical 
as the inflationary impact of revenue deficits 


Tahu 10 SiAii V 11-.1 Im oMi Tax AssrssMrNTS 

(Figures in Percentage) 


Sian 

VII Com 

VlII Com 

IX Com 


(1973-77) 

(1977-82) 

(1982-85) 

1 I'uniab 

4.6 

5.6 

3'.4 

2 Mahaiashlra 

25 7 

28.0 

50.4 

3 Haiyana 

1.5 

1.6 

0.8 

4 Gujarat 

IS.2 

12.5 

14.3 

5 High iiK'oinr states 

47.0 

47.7 

68.9 

6 We.st Bengal 

6.5 

11.0 

5.8 

7 Kaiiiataku 

5 7 

4,1 

3.6 

8 Kerala 

4 0 

3.4 

2.2 

9 .Andhra Pradesh 

7 8 

4.6 

2.7 

lU lamil Nadu 

12 0 

9.8 

6.1 

11 Middle iiieome stales 

36.0 

32.9 

20.4 

12 Rajaslliuii 

0.8 

3.2 

1.9 

13 Orissa 

0.9 

0.7 

0.5 

14 Madh>a Pradesh 

43 

4.1 

1.5 

15 Ihtai Pradc-sli 

7.S 

7.2 

4.4 

16 Bihar 

1 7 

2.0 

1.0 

17 lam inruiiie stales 

IS 2 

17.2 

9.3 

18 Major stales 

9h.2 

97.8 

98.6 

19 Goa 

— 

— 

0.2 

20 Nagaland 

0.1 

Neg 

Neg 

21 A.ssam 

0 9 

1.1 

0.7 

22 Arunachal Pradesh 

- 

— 

NEG 

23 Sikkim 

- 

— 

— 

24 Jammu and Kashmir 

0.5 

0.7 

0.4 

25 Himachal Pradesh 

0.2 

0.2 

0.1 

26 Tripura 

0.1 

0.1 

Neg 

27 Manipui 

0.1 

0.1 

Neg 

28 Meghalaya 

0 1 

0.1 

0.4 

29 Mizoram 

— 

— 

Neg 

30 .S|H-rial culi-gory states 

2.0 

2 .1 

1.8 

31 All slates 

100.0 

100.0 

100.0 


Source: Finance Commission’s Reports 


: * fklBBomic .and Political Weekly April 1, 1989 


'.67#> 



^^f'^nannlngC^tnission stBl ovftridM 
'' that of the Finance Commission, the terms 
of reference notwithstanding. 

It does not appear that the Commission 
has paid heed to the states' demand for 
economising on central sector and centrally 
sponsored schemes covering subjects which 
come within the purview of the states. For 
instance, the Commission which disallows 
the states’ expenditure on social security and 
welfare schemes speaks approvingly ol the 
centrally sponsored Schemes such as poveity 
alleviation “contributing to human resources 
development” and recommends them to be 
‘preserved’.’" fhe commission no doubt, 
takes note ol the 1979 decision ol the 
National Development Council that the 
oiitlay on these schctiies should be rolled 
back to one sixth of central assistance for 
State plan.s. Again, the commission expiesses 
its opinion that it is possible to achieve 
economy ol almost Rs .SIM) croie in expen¬ 
diture on these schemes. It is however not 
dear whether this thinking has actuall) bcHm 
incorpoiated m the commission's aiith 
metical exercise on the allocation ol plan 
grants between state plan silicmcs and ihe 
central secloi and cciitiallv sponsoicd 
schemes. 

II 

The NFC, like its piedeccssors tollowcd 
a compartmentali.sc'd approach towards each 
mode of translers. And fot translei under 
each head, they followed .separate criteria, 
some of them conflicting with each other. 
The criteria for devolution varied Irom that 
of grants. The criteria used lor the lormcr 
are (I) population, (2) per capita income, 
(3) contribution, and (4) poverty ratio. The 
major criteria used foi grants are (I) norma- 
tively determined revenue deficit, (2) need 
for upgradation of social and administrative 
services, and (.t) Ihe presence of special pro- 
bfdms. Some of these criteiia have a pro¬ 
gressive bias while others have a regressive 
bias. It is a case of two steps forward and 
one step backward. It does not appear that 
Ihe Finance Commission is aware of the total 
effects of these criteria. Nor has it made it 
clear wheihci it has scm any norms regarding 
the degree ol equity to be effected. It is true 
that this ma/e to which the fiscal transfer 
mechanism including the statutory transfer 
mechanism has been reduced has certain 
advantages. As Hanson commented on the 
principles of allocating central plan assis¬ 
tance during the first three five year plans 
"if the whole complex process were laid bare, 
existing complaints of inequity, .serious 
enough already, would be redoubled”.*' 

POVLRIY CRIIiRION 

The commission has brought back the 
Slate-wise poverty figures in allotting among 
States 12.5 per cent of the proceeds of 
income tax and union excise decreed as 
divisible among states. But there is no 
guarantee provided that the augmented flow 



criterion will be utilised by the receiving' diture as a variable for assessing a sutes’ tax 
states for the benefit of the poor. Nor has capacity. At the same time, another measure 
the commission proposed any machinery for of consumption disparity, vii, poverty ratio 
this purpose unlike in the case of upgrada- is used as an index of states’ needs. Maha- 

tion and special problem grants. rashtra gets Rs 150 crorc out of the total 

Altogether, a sum of Rs 1,175 crorc is pro- Rs 300 crore from the income tax share set 

posed to be transferred to the states on the apart under the contribution criterion 

basis ol this criterion. Would it not have bccau.se there is a concentration of rich tax 

been belter if (a) this sum had been given payers. It also gets Rs 101 crore because it 

only to those states which are fiscally handi- has concentration of poor. In addition, it 

capped, and (b) I he stales arc placed under gets Rs 50 crore because of its slum dwellers 

an obligation to earmark the amounts thus (as distinct from the poor?). It looks as 

given for welfare and social security schemes tliough some states arc made to win heads 

which cover the target population of poor and tails. It appears that NFC’s till is not 

directly? The commission, in fact, disallows only towards the centre, but also towards a 

expenditures on these schemes in some of few stales. 

the stales in.stcad of recommending their The list of states which gained due to the 
extension to other nates. This makes one rcintroduction of this criterion by replacing 
suspect it the commi.ssion’s concern was the lATP criterion includes, apart from its 
icalK lot the pool tir foi the slates with con- biggest beneficiary (Maharashtra), Gujarat 
ccitiiaiioii ol poor. and Karnataka which had revenue surpluses 

N) (■ aigucs in lavour of rich slates with even before devolution.-* Goa, a Special 

ticoncciitiaiion of poor on the ground that Category State, but with the highest per 

incomes ol the rich residents of various capita income among all the 25 states, 

slates ,irc also subject to central taxes and benefited w'hile most other special category 

the stales' capacity to ta.x them gels accor slates lo.si. Of course, Orissa too gained, but 

ditigly liniited. If thiswercso, why did not by Rs 24 lakh against Maharashtra’s 

the NI C cscludc Ihe central taxes Irom the Rs 3,489 lakh. I oscr.s include poor states like 

'JDI' in estimating the taxable capacity of Bihar, Uttar Pradesh. Rajasthan and most 

states.' .Secondly, oven without such cxclu- of the special category states. 1 he group of 

Sion, Us own regression results have shown low income states and special category slates 

that SDP explains significantly variations in incurred a net loss of Rs 20 crore and Rs 14 

lasablc capacity ol stales. Again, NFC has ciore respectively. This loss became the net 


r 

NOTICE 


It IS iwfunv notified lot the mtoi mat ion ot tiie public ttiat U8 rctrochcmlcals Limited proposes to make an 
application to the Central Government in the Department ot Company Affairs, New Delhi, under Sub-Section (9) 
ol Section 92 ol the Monopolies and Restrictive Trade Practices Act, 1969, tor approval to the establishment 
ot a rievv iinderiakinq''unil/division Brief particular, ol the proposal are as under 

1 

Name and Address of the applicant 

U> Pctrochcmluh UmItccI 



1, UB House, Vittal Mallya RcMd 
Bangalore 560 001 

9 

Capital Structure o< rhe Applicant Qr^nisatton 

Authorised Capital Rs 95 lakhs 
issued 8t Subscribed Capital Rs 70 

i 

Management structure of the Applicant Organisation 

Mr Vijay Mallya 


mdicating tl>c names ol the Directors including 

Mr S V Divecha 


the Managing'"Whole Timt Oircftiws and Manager, 

Mr A Swamiftatharr 


t( any Bodfd of D»ectors 

Mr R C Bhargava 

4 

Indicate whether the proposal relates to the establishatent 
».>f rt new undeitaking or a new unit/division 

New undertaking 

S 

lc)cat‘on c't the new unde'taking/devision/unit 

Vishakapatnam, 

Andhra Pradesh 

fi 

Capitcii StrucTuie of the Proposed Undertaking 

Authorised Capitei Rs 1000 Crs 

Issued » Subscribed 

CapitBl Rs 750 Crs 

7 

In rase the pioposal relates to tlv product ion'storage, supply, 
dpstnbufion. marketing or control of any goods articles indicate 



a Names of the goods'articles 

Styrene 


b Proposed Licensed Capacity (tonnes per annum) 

80,000 


c Estimated Annua' Turnover 

Rs 902 Crs 

R 

In rase the proposal relates to the provision of any service, 

Slate the volume of activity m terms of usual measures such as 



value mccMTie turnover etc 

Not applicable 

9 

Cost of ttie ^oiect 

Rs 1985 Crs 

10 

Vheme of Financing indicating the amounts to be raised from 
each source Right'Public Issue Shares'Oebenru^es 



(ronvertihlC''non-convertible)/'loans 

Rs 170 17 Crs 


fore gn Exchange Loans'Suppliers Credit 

Rs 28 33 Crs 

Rs 198 50 Crs 

1 Any person interested m the matter may make a representation in quadruplicate to ft>e Secretary Department I 
1 of Company Affairs. Govc'nnvnt of Indw Shastri Bhavan New Delhi, withm U days from the date of publca- I 

1 tion of this nonce, intimating his views on the proposal and indicating the nature of his interest therein I 



By Order of the Board, 
lor UB Petrochemicals Limited 



Sd/- 



A Swamtrmthan 

1 Dated 2?nd March 19B9 

Director 
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'liiti^l^tacbiile stitei^t^cta^ 
middle income sutes (Rs 7 crore). What is 
more, as Arun has shown, the total number 
of poor people deprived by the change (20.27 
million) more or less cancels out the number 
of poor benefiting (20.35 million).^’ Then 
who benefited from the poverty criterion? 

The rich states? 

/ 


' Bta^ltants. It is ^io& that retehtibn Ot 
1971 population figures for allocation of 
statutory transfers is not equitable It also 
does not serve the purpose of population 
control which it is supposed to serve as 
pointed out by Hanumantha Rao.^'* This 
appears to be one of those myths which 
authorities hopefully (naively?) clings to. 


Population 

Population is the single most important 
criterion used by all the Finance Commis¬ 
sions. This is u.sed both as an indicator of 
need (sharing of Income tax and union 
excise duties) and as a proxy for contribu¬ 
tion (for sharing additional excise duties). 
Whichever way the commission projects 
population, it is at best only a neutral 
criterion. The weightage to this factor has 
to be brought down, if at all it is u.sed, to 
bring in more equity in statutory transfers. 

It is surprising that when the constitution 
is amended to give special favour to the 
post-1971 generation in the matter of voting 
rights, the Finance Commission is asked and 
it readily agrees to ignore this generation 
altogether from the benefits of devolution 


Plr Capua Income 

Per capita income is used by all Finance 
Commissions including the ninth in such a 
way us to make statutory transfers both pro¬ 
gressive and regressive. It is used to increase 
regressivity when it is used as a proxy for 
consumption for the purpose of dividing 
additional excise duties. It is used as a pro¬ 
gressive factor when the inverse of a state’s 
per capita income as also the distance of a 
state’s per capita income from that of the 
highest p>er capita income. State is used for 
inter-state allocation of union excise and 
income tax. 

One operational difficulty faced by all 
Finance Commissions is in obtaining reliable 
comparable data on the per capita SDR The 
data furnished by the central statistical 

Tabu it: Siaii iors Transhrs— i989.9() 


orgahisiitim undnio periodic reritioitf. 
which affect the relative position of states 
and therefore their amount of entitlement 
of tax share. Table 9 shows the revisions in 
the per capita SOP data relied on by the 
Seventh and Eighth Finance Commissiont. 
It may be noted that the distance from 
Punjab as also the invertie pf Per Capita 
income had been taken into account by toth 
the commissions in their inter-state alloca¬ 
tion of tax shares. 

The table points out to the need for sub¬ 
sequent Finance Commissions making ad¬ 
justments for the revision of data relied on 
by their predecessors. Perhaps, the NFC can 
initiate this corrective process. 

Contribution 

The criterion ot contribution, whether 
measured by assessment or actual collec¬ 
tions, used for sharing 10 per cent of income 
tax is clearly regressive. Its regressivity is in¬ 
creasingly felt as may be seen from Thble 10, 

The skewness of income tax assessed 
today IS such that of the Rs 300 crore of 
income tax share going to states under this 
ciiteiion, more than half goes to Maha- 

(Rupees Per Capita) 


States 

(1) 

Average 
SDP during 
1982-85 

(2) 

Share in 
Taxes 

(?) 

Grants lor 
Deficit Upgradaiion 

(4) (5) 

lolal Stain- 
S|tecial '‘‘D Grams 
Problems 
(6) (7) 

Total 

Slaluiory 

Tiansfers 

(8) 

Index Numbers of PC 
Total Transfers 

9ih Com 8th Com 
(9) (10) 

Punjab 

3720 

110 

_ 

_ 

53 

53 

166 

82 

66 

Maharashtra 

3168 

137 

— 

— 

9 

9 

146 

72 

69, 

Haryana 

3052 

106 

— 


19 

22 

128 

63 

58 

Gujarat 

2986 

124 

— 

— 

0 

4 

128 

63 

75 

High Ine«m«* Slates 

— 

127 

- 

— 

13 

16 

142 

70 

71 

West Bengal 

2184 

156 

— 

4 

13 

19 

175 

87 

108 

Karnataka 

2166 

151 

— 

— 

3 

4 

155 

77 

80 

Kerala 

2071 

159 

— 

1 

0 

3 

162 

80 

87 

Andhra Pradesh 

2062 

159 

— 

2 

4 

10 

168 

83 

93 

Tamil Nadu 

1946 

173 


— 

5 

7 

180 

89 

87 

Middle income states 

— 

160 

— 

2 

6 

10 

170 

84 

92 

Rajasthan 

1818 

168 

U 

2 

7 

22 

190 

94 

84 

Orissa 

1775 

193 

22 

7 

4 

41 

235 

116 

124 

Madhya Pradesh 

1731 

174 

— 

4 

4 

9 

183 

91 

97 

Uttar Pradesh 

1508 

185 

- 

T 

6 

T 

195 

97 

94 

Bihar 

1331 

196 

— 

3 

6 

11 

208 

103 

103 

Lint’ income states 

— 

184 

3 

3 

3 

15 

199 

99 

98 

Majisr states 

— 

165 

1.5 

2 

7 

13 

178 

88 

91 

Goa 

4260 

226 

I.V1 

24 

27 

205 

432 

214 

— 

Nagaland 

2711 

947 

1029 

44 

187 

1262 

2209 

1093 

1165 

Assam 

1903 

203 

78 

6 

0 

80 

283 

140 

138 

Arunachal Pradesh 

2425 

1033 

1115 

40 

203 

1359 

2392 

1184 

— 

Sikkim 

2386 

445 

439 

16 

85 

648 

993 

492 

566 

Jammu and Kashmir 

2287 

395 

321 

19 

57 

379 

794 

393 

320 

Himachal Pradesh 

2191 

328 

231 

8 

24 

266 

594 

294 

310 

Tripura 

1826 

475 

398 

13 

2 

416 

891 

441 

468 

Manipur 

1805 

530 

470 

40 

0 

518 

1048 

519 

565 

Meghalaya 

1769 

447 

356 

32 

0 

390 

836 

414 

489 

Mizoram 

1627 

1471 

1636 

52 

294 

1983 

3458 

1712 

— 

Special category states 

— 

330 

232 

13 

24 

274 

603 

299 

263 

Ail states 

2063 

174 

15 

3 

8 

28 

202 

100 

too 


Notes: 1981 population figures used for calculating per capita. 

Total grants include margin money grants. 

Sources: Report of the Ninth Finance Commission (for 19*9-90), July 1988. 

a) for SDP, Annexure p 27. 

b) for transfers, p 52. 
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atonft l4e«rty tv^thlnk go ttf ' 

Maharashtra and Gujarat. In deciding not 
to upset Otto Niemeycr’s apple-can unduly, 
the NFC does not appear to be aware of 
the increasingly skewness of income tax 
assessed.-^' The one argumept traditionally 
used by states like Maharashtra in favour of 
this principle, vi/, their urban agglomera¬ 
tions necessitate larger spending from the 
state’s exchequer cannot be accepted by the 
NFC as it has already provided for these 
agglomerations more directly through 
special problem grants 

Fven other wise, this nccd-hascd twist 
given to the argument by the developed states 
is not valid as incomes generated in these ag¬ 
glomerations sircngtlieii the resource base of 
the states. 

Contribution as a principle ot lax shar¬ 
ing is not u constitutional requirement, as 
is sometimes suggested. Unlike in the 
Canadian and Australian federations, the 
right to tax income is not derived by the 
union government by any tax rental arrange¬ 
ment. Historically, the provinces of the 
Indian union had never enjoyed the i ight of 
concuirciii taxation. Resides, as pointed out 
by .lustice Kaushalendra Kao in the First 


Fihunce Commfsiiofl's ' 

of economic allegiance which lies behind this 
principle of contribution has no constitu¬ 
tional validity in India. Similarly, in a highly 
integrated economy, the contribution of each 
state to the tax revenue realised by the cen¬ 
tre cannot be clearly attributed.^* 

The EFC retained 10 per cent weighiage 
to contribution accepting the richer states’ 
argument that a part of the income liable 
to tax is of local origin. But the proportion 
of tax of local origin must be coming down 
fast. For instance, Maharashtra which ac¬ 
counts for 50.4 per cent of the total income 
tax assessment accounts for only 14.2 per 
cent of the total state domestic product of 
all states. 

Spec lAi I’K'iiu.em Grants 

\ major depaiture which the Nl-f has 
made is with regard to special problem 
grants. 1 he NFC was enjoined by its terms 
of reference “to keep in view the special pro¬ 
blems of each state if any”, “ while adopting 
a normative approach in assessing the 
receipts and expenditure on the revenue ac¬ 
count of the state': . (emphasis added). 



context of statutory transfers by way of tix 
sharing and grants. One would have expected 
the NFC to interpret these terms in this 
limited context and would have taken into 
account only those special problems of each 
state. which tend to reduce the revenue 
capacity (e g, preponderance of com¬ 
modities of national importance in its trade 
or the higher expenditure requirements (c g, 
larger proportion of pension payments in 
Kerala, a f^all out from the lengthening life 
expectancy). Instead, the NF'C has inter¬ 
preted these terms widely and totally out of 
context. Their recommendations in this 
regard have therefore gone totally haywire. 
The sheer magnitude of the special problem 
grants is proof enough. As against Ks 53 
crore recommended by the Eighth Conimi.s- 
sion for five years, the NF'C has recom¬ 
mended Rs 552 crore for just one year. In 
the process, the NF'C has undermined the 
very character of statutory transfers. 

Statutory transfers are meant to be for¬ 
mula based general transfers. Except for 
conditional grants lor upgradation of a few 
services, the states were hitherto free to 
spend the money transferred by the Finance 


1 Mil 1 12 SMI. wist Rl VI Mil AND b\PI NOIIIIRI- ENVISAt.bll BY THf NINIH FINAM I. COMMISSION KIR Till Yl XR, 19!t9-‘W 

iJ-'igiirr't in Per ('apila) 


SI 

No 

States 

Non-Plan 

Res'cnue 

Non Plan 
Expenditure 

Surplus 

alter 

Devolution 

1 

Punjab 

899 

809 

201 

2 

Maharashtra 

824 

616 

345 

3 

Haryana 

816 

716 

206 

4 

Gujarat 

673 

669 

128 

5 

High inroim- Hlah'H 

792 

666 

25.3 

6 

West Bengal 

452 

571 

37 

7 

Karnataka 

659 

578 

232 

8 

Kerala 

556 

680 

35 

9 

Andhra Pradesh 

509 

620 

48 

10 

Tamil Nadu 

529 

591 

III 

II 

Midille inninii* stati-s 

530 

601 

89 

12 

Rajasthan 

318 

49-1 

— 

13 

Orissa 

294 

508 

— 

14 

Madhva Pradesh 

364 

483 

54 

15 

Ultai Pradesh 

267 

379 

73 

16 

Bihar 

317 

376 

138 

17 

lam inronu- 

304 

422 

70 

18 

Major slate* 

478 

5.32 

113 

19 

Goa 

985 

1.364 


20 

Nagaland 

592 

2569 


21 

Assam 

.309 

582 

76 

IS 

Arunachal Pradesh 

526 

2674 


23 

Sikkim 

1021 

1904 


24 

Jammu and Kashmir 

455 

1170 


25 

Himachal Pradesh 

475 

1033 


26 

Tripura 

173 

1046 


27 

Manipur 

173 

1172 


28 

Meghalaya 

348 

1151 


29 

Mizoram 

497 

3604 


30 

Special Category States 

376 

938 


31 

All States 

472 

555 

106 


Plan Total Plan Non-Dcficii Total Expen diture on 

Grants Expenditure Grants Expenditure Social and Economic 
(3-t4) (3 -I- 5 -I- 6) Coni Scr- Services 

vices 


6.4 

207 

53 

1072 

287 

187 

14.7 

360 

9 

985 

291 

214 

10.7 

217 

22 

955 

254 

275 

14.1 

142 

4 

815 

310 

259 

13.0 

266 

15 

947 

292 

229 

14.6 

51 

19 

641 

236 

119 

I7.I 

249 

4 

831 

262 

158 

22.7 

58 

3 

741 

307 

116 

21.7 

70 

10 

700 

292 

216 

19.9 

131 

7 

729 

261 

138 

19.0 

108 

10 

719 

268 

153 

26.2 

26 

11 

534 

210 

187 

26.8 

27 

20 

555 

211 

135 

22.2 

76 

9 

568 

194 

161 

2I.I 

95 

7 

481 

1.38 

122 

23.7 

161 

12 

549 

128 

96 

23 

93 

11 

526 

160 

131 

20 

133 

12 

677 

223 

158 

265.3 

265 

52 

1681 



1380.3 

1380 

2.32 

4181 

1035 

1150 

76.3 

76 

9 

667 

245 

165 

1875.0 

1875 

245 

4794 



1861.7 

1862 

109 

3875 

817 

1341 

248.6 

249 

78 

1497 

375 

352 

311.3 

311 

36 

1380 

444 

351 

752.4 

752 

19 

1817 

518 

383 

902.5 

903 

48 

2123 

490 

396 

832.2 

832 

33 

2016 

402 

473 

1619.4 

1619 

347 

5570 

155 

415 

319 

319 

41 

1298 

338 

284 

36.5 

143 

13 

711 

230 

165 


Notes: F'igures in column 8 and 9 relate to 1987-88 (revised Estimates). 

Source: 1) ’F'inance.s of Slate Governments, 1987-88', RBi Bulletin, October 1987. 
2) For other columns, NFC Report, Annexure p 37, p 49. p SI. p S3. 


Economic and Politieid Mteekly April 1, 19M, 


612 




imtfes td tnem nuHn tutomatitalfy. Tnere' 
is no matching principle attached to 
statutory grants. 

All these salutary principles have been 
thrown out by the NFC in dispensing special 
problem grants on large scale. The Finance 
Commission, it appears, had been inspired 
by the recent style of the country’s political 
authority which dispenses, on the spot, 
during periodic visits to different states dif¬ 
ferent sums, depending on its subjective 
.satisfaction. The nature of the commission’s 
grants is that of discretionary or ad hoc plan 
grants. 

Some of the problems identified by the 
commission are, state specific, e g, restora¬ 
tion of Dai Lake and slum improvement in 
Bombay and Calcutta. The latter grant is 
given on matching principle. Most ol the 
grants recommended arc also scheme speci¬ 
fic. Some of the schemes for .solving the 
special problems involve fresh capital expen- 
dituie and are in the nature of plan schemes. 
These large-scale transfers for financing 
specific schemes raise a larger question 
whether it is in order for the Finance Com 
missions to make foiays into schematic 
transfers in individual stales, which tradi- 
tionally is the preserve of the Planning Com¬ 
mission and the union ministries. And the 
article in the constitution for such transfers 
is Article 282 and nut 27.S. in spending these 
grant amounts, the states are to consult the 
union ministries and departments like home, 
education, urban development and environ¬ 
ment, inter-mini.sterial empowered commii- 
tce and the Planning Commission.-’' 

Some of the special problems like tei- 
ronsm (Punjab, Haryana, Himachal Pradesh 
and West Bengal). Sri Lankan refugees 
(Tamil Nadu) and the Bhopal gas tragedy 
(Madhya Pradesh) are not really states' pro¬ 
blems. These are problems of national 
dimensions, costs of which should have 
been, from the very outset, a charge on the 
central exchequer without their ever ligui- 
ing in the scheme of resource transfers. Is 
there any justification lot the central govern¬ 
ment, through the terms of reference, get¬ 
ting the Finance Commissions involved in 
making, funding arrangements for .solving 
national problems, some of them its own 
creations? Transfers for these purposes, if 
at all made, should legitimately fall under 
Articles 282 and 293 of the constitution. 

incidentally, the Bhopal gas tragedy gives 
a warning signal to the present and future 
Finance Commissions to devise schemes for 
assistance, to meet not only natural 
calamities but also manmade ones. 

A major point which arises in the context 
of the commission’s recommendation of 
special problem grants is whether the special 
problems, however effectively identified, 
have to be provided for, in a scheme of 
statutory transfers, utterly in disregard of the 
fiscal and equity considerations. Take the 
case of Maharashtra, a high income state 
which also is adjudged by the commission 
as having the largest revenue surplus even 


under the commission’s dispensation with 
regard to sharing of the proceeds of income 
tax, gets more than half of the ten per cent 
set apart for distribution on the basis of 
contribution. Still, once slum clearance hi 
Bombay is identified as a special problem, 
Maharashtra is allowed Rs 50 crore with no 
questioas asked. This, to say the least is 
totally indefensible. Similar objection can be 
raised to special problem grants for elemen¬ 
tary education to states like Haryana and 
Karnataka, high and middle states respec¬ 
tively with large surpluses before tax 
devolution. 

This sysiem penalises some of the states 
which have, on their own given priority to 
sectors like ediicatioii, health, etc. But the 
Commission does not take cognisance of the 
special problems generated in this pioccss. 
F'oi instance, two special problems have 
arisen iii Kerala because of better education 
and health care. Tht^ arc: (1) problem of 
educated unemployed; and (2) the problems 
of old aged population and consequent large 
pension payments. Secondly, priority given 
to social and administrative .services lather 
ahead ol times has icduccd its outlay on 
economic servi .es. And disparities in expen¬ 
diture on these services are not sought to be 
corrected by any Finance C'ommi.ssion, in¬ 
cluding the ninth. 

While dispensing the special problem 
grants, the commission abandoned its own 
piinciplc (followed while disallowing certain 
Items ol some states' expenditure on social 
scuiiity and welfare) that slates should not 
export the biuden of financing such 
schemes. They should necessarils be linked 
to the revenue raising decisions ot the state 
Itself. Mars ol the states which are 
beneficiaries ol special problem grants could 
have met these expenditure from their 
revenue surpluses itself, without even resor¬ 
ting to additional re.source mobilisation. 

In the commission’s subjective assessment, 
the special piobicms were more in the high 
and middle income slates (in that order) than 
in the low income states. The names of states 
where commission could not identify any 
special problems—Mizoram, Avsam, Kerala 
and Gujarat—speak for itself. As may be 
seen from Table 11, the special problem 
grams turned out to be regressive. In fact, 
the regressive bias of special problem grants 
was so strong and the amounts dispensed 
under this head so large that its bias 
permeated to total grants. Ft is possibly for 
the first time that more of Article 275 grants 
went to ihe high income states than to the 
low income states. Again, it is for the first 
t me that grants were less progressive than 
devolution of ta.xes. 

IJiH'iRADArifiN Grants 

I'l appears that it is rather easy to satisfy 
.the Finance Commissions’ quest for equity. 
According to the Ninth Commission's con¬ 
cept of equity, “the distribution of revenues 
among the states should be equitable so that 


specified minimum standard of t»$ic pubHc 
services".^' But, public services included 
only social, community, and administrative' ■ 
servicev The disparities in states’ expen¬ 
diture on economic services do not appear 
to bother NFC (sec Tabic 12). 

Provision ol upgradation grants was not 
part of the Ninth Commission's terms of 
reference unlike in the case of the preceding 
three Finance f’omrnissioiis. Yet the amount 
ol upgradation grants provided for by the . 
N1 C (Rs 172 crore) is only slightly smaller 
than under the award of the F.FC (yearly , 
avei. of Rs 183 ciorc). But as in the case 
of special problem grants, scheme specific 
upgradation grants restrict the spending 
autonomy of states as they have to be formu- ■ 
laied 111 consultation with agencies of the 
,i’' -'..'rnmcnt of India However, upgradation 
gi.inis as a whole can be said to have an 
equitable bias partly because, unlike the 
special problem grants, they arc given only 
to States with deficits bcfiirc devolution. But 
It has been given to all the states with deficits 
bclore devolution except Tamil Nadu. 

An objective like pioviding some mini¬ 
mum social and community services is a 
limited one. It may be enough in mature 
federations like the US, Canada or Australia . 
where inequalities in income and consump- 
non among constituent units are relatively 
less. Besidev, in these federations, federally 
lunded social scvurity schemes including 
emplovnieiil insurance ensi ie that destitu¬ 
tion does not prevail in any unit. The con¬ 
cern ol the riiuncc Commissions in India 
mciclv to ensure social consumption without 
ensuring a minimum of income, emplt^- 
tneni and personal consumption stands in 
contrasi to its attitude towards states’ social 
.security and welfare schemes as also food 
subsidy. 

Again, confining one’s attention to the . 
upgradation of social and administrative 
services may no longer be enough in India 
where disparities in income, employment, 
and consumption are not only high, but are 
growing fast enough to threaten federal 
polity. The per capita income of Bihar is ■ 
only 36 per cent that of Punjab according 
to the data quoted by the NFC. FYirt of the 
reason for this can be found in the disparities 
in expenditure, not only on social and com¬ 
munity services but also on economic ' 
services. i 

Again, as has been pointed out elsewhere 
by the author, “It is perhaps enough for the ; 
federal government in a loose federation 
with more powers to states to limit its 
responsibility to equalisation of social and' ' 
administrative standards. But this is clearly 
not adequate for a federal government in a >, 
light federation which has reduced the 
consiiiucnt units to a state of abject ' 
dependence by acquiring near monopoly 
over the financial resources. Similarly, what 
IS adequate for federations with free enter- - 
prise economies is not adequate for a coun- '. 
try which has a.ssumed Ihe responsiQiUty f^r , 
national planning with its commitment' for '''> 
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» '* ’ YT't*' '‘;*w . * ' f "'ff,*' 

b^uKi6f the cCMSointtonOTi 


average suras of traiufm, not to six^'^ 


'jiite!r>sW(l' <^pairit{« in 
development. After three decades of such 
comprehensive planning, any attempt to 
limit the role of the union government to 
merely equalise social and administrative 
standards in the constituent units is perhaps 
defeatist and unrealistic!'"’ 

» Equity in Rtsoiinci Tkansiiks 

On the whole, as pointed out by Bagchi, 
the NFC’s statutory tiansfers to different 
states do have an equitable bias if measured 
by the rank correlation coefficients.” The 
coefficient ol rank correlation between the 
three-year average per capita income 
(1982-85) of fourteen major states and per 
capita plan grants (1989-90) recommended 
by NFC is - 0.815. The low income states 
as a group received more statutory and plan 
transfers than the middle and high income 
states as may be seen from fable II and 12. 

But Table II also shows that, despite its 
overall equitable bias, NFC made less 
statutory transfers to three out of the five 
low income states—Rajasthan, Madhya 
Pradesh and Uttar Pradesh. They have 
received less statutory transfers than the all- 
states average. Bihar, the lowest in the ladder 
of per capita income received only marginal¬ 
ly more than the all-states average. The 
relative position of Orissa, another low 
income state, though above average, has 
come down from that under the Eighth 
Commission’s award. As for plan grants, all 
the low income states received only below 
average sums (see Table II). 

Need for Pronressivity in Expenditure'. 
Despite the increasing progressive bias of the 
recent Finance Commissions, ihe disparities 
in per capita income among states are widen¬ 
ing. I'his is not surprising as these transfers, 
progressive per se, have been found too 
inadequate to make states’ expenditure- 
plan and non-plan—progressive. The rank 
correlation coefficients between per capita 
income of 14 major states and their (ser 
capita plan expenditure envisaged by the 
Ninth Commission is 0.477. The same lor 
non-plan expenditure is 0.842 and for total 
expenditure 0.903. 

A study by Hanumantha Rao had shown 
that about 72 per cent of the variations in 
Ihe growth of SDP between different states 
is explained by the corresponding differences 
in plan outlay.'- The study also shows that 
71 per cent of the variations is explained by 
the differences in non-plan outlay. As much 
as 86 per cent of inter-state variations is 
explained by the total expenditure. 

While the influence of plan expenditure 
on the growth rate of SDP is rather obvious, 
the influence of non-plan expenditure on 
growth requires some elaboration. The 
development content of states' non-plan 
levenue expenditure is more than three-fifths 
of the total. The same in the non-plan 
capital outlay is higher at 87.3 per cent and 
that in non-plan loans and advances, 83.7 
per cent (1986-87). This high development 
content in the non-plan expenditure is partly 


in non-plan account after the expiry of each 
plan period. Besides, there is considerable 
overlapping of items in the classification 
under plan and non-plan accounts. 

The true test of a Finance Civmmission’s 
success lies not merely in its ability lo ensure 
equity in its transfers, but in its ability to 
provide for progressive plan and non-plan 
expenditure among states. And it is precisely 
in this test that ail Finance Commissions 
including the ninth fail. Because of the in¬ 
creasing level, as also share of own resources 
in the expenditure of the relatively developed 
slates, progressiviiy in central transfers in 
itself, no longer ensures that states’ expen¬ 
ditures, are progressive. The highly uneven 
nature of states' own resources notmaiively 
determined by NFC is brought out in 
column 1 of fable 12. The per capita own 
resources of all low income states and some 
of the special category states are much below 
the all-stales average. I he own icsources of 
Uttar I'radcsh, for instance, form only 56 
per cent of all-states average. It is jiisi 30 pet 
cent that of Punjab. 

No doubt, undet the normative assessment 
of NFC, all the special caiegoty states are 
allowed to spend many times the all-states 
average on the non-plan account But A.ssain 
is an exception. In the case of special 
category states, Ihe fiscal transfer 
mechanism can claim to have succeeded in 
meeting the equity objective. But its failures 


larger sums to compensate for the below 
average level of own resources, not even one 
of the five low income states is able to spend 
at least the all-states average amounts. This 
was the ease with Assam too. On the other 
hand, every one of the high and middle 
income states is allowed to spend more than 
the all-states average under the Finance 
•Commission’s norms. Bihar's normativciy 
determined non-plan expenditure is only 68 
per cent of the all-states average and 46 per 
cent that of Punjab. The case of Uttar 
Pradesh was only a shade better. This is not 
surprising as the Ninth Commission’s norms 
on expenditure, as of the earlier commis¬ 
sions, relate to only Ihe growth rates and not 
to the kwels of expenditure at base level. 
Besides, the Ninth Commission, like its 
prcdecessois was not concerned with what 
a slate ought to spend, given its development 
staiu.t. The commission claims to have 
applied a uniform late of growth of 9 per 
cent to the expenditure of all states for the 
year 1989-90. Instead, the commission could 
have provided for differential growth ra'es 
in favour of ilic poor states. This would have 
provided them with a larger cushion which 
woulu have ensured that budgetary con¬ 
straints do not hampci the development acti¬ 
vities on non-plan account in the pool slates. 
This would have avoided the need for 
upgradalion grants too 
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NOTICE 


It IS hereby notified tor the mfor niAliOn ot the public tfiat Ui Petrochemicals Limited to make an 

application to trie Central Government m me bepartmeni of Company Affairs, New beihi, under Sub Section (2) 
of Section 92 of the Monopolies ancl Restrtctive Trade Practice?. Act, 19*9. for approval io tlie establistiment 
of a new iindeftakin 3 /unil/divis(on Brief partKulars of the proposal are as under 

1 

Name and Address ot the applicant 

UB Pctrochemicalt Limited 

1. U6 House, Vittai Maiiya Road 
Bangalorf 560 001 

9 

Capital Structure of the Applicant C’rqdMisat'on 

Authorised Capital Rs 95 lakhs 
Issued & Subscribed Capital Rs 70 

3 

Managerrwnt strucfure of the Applicj'it Oryunisaticn 

Mr Vijay AAdiiya 


indiCdtins the njrnes of the Oirectews including 

Mr S V Divecha 


the Managinq/Whole lirne Direr, tors sjnd Manager 

Mr A Swammathan 


if any Board* of Directors 

Mr R C Bhargava 

4 

Indicate whether the proposal re-ates to the estabitshrnent 
of a new undertaking or a new urrit/division 

New undertaking 

s 

Location ot the new undeftakKrg/rtevMon/unit 

Vishakapatnam, 

Andhra Pradesh 

6 

Capital Structure of the Proposed Undertakiiig 

Authorised Capital Rs 1000 Crs 
Issued & Subscribed 

Capital Rs 750 Crs 

7 

In case the proposal relates to the production/btorage, supply, 
distribution, marketing or control of any goods, amcies indicate 



a Names ol the goods/articits 

Poly Vinyl Chloride 


b Proposed Licensed Capacity (tonnes per annum) 

1,00,000 


c Estimated Annual Turnover 

Rs 900 Crs 

8 

In case the proposal relates to the provision of any service, 
state the volume of activity in terms of usual measures such as 



value, income, turnover, etc 

Not applicable 

9 

Cost of the Project 

Rs 982 90 Crs 

10 

Scheme of FinarKing, indicating the amounts to be raised from 
each source Right/Pubiic Issue Shares/Debentures 
(convertibie/non convertiblej/loans 

Rs 943.S4Cr5 


Foreign Exchange Loans/Suppfiers Credit 

Rs 3896 Crs 

Rs 889 90 Crs 

1 Any oereon interested m ttie matter may make a representation in quadruplicate to the Secretary, Department | 

1 of Company Affairs, Government of India, ShastriBhavan, New Delhi, within 14 days from the date otpublica- I 
1 hon of this nonce, intimating his views on the proposal and indicating the nature of his interest therein 1 



By Order of the Board, 
tor UB Petrochemicals Limited 



Sd/- 



A Swammathan 

1 Dared 99hd March 1989 

Director 
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ni Qcvnop* 


infcAt content in the short run. The begin¬ 
ning, therefore^ has to be made with the plan 
expenditure. The recent Finance Commis¬ 
sions have been indirectly engaged in large 
scale Plan financing by providing non-plan 
surpluses to states which form part of the 
‘balance on current revenue' component of 
states’ internal resources meant for Plan 
financing.’^ But unlike its predecessors, the 
NFC has denied any surplus on non-plan ac¬ 
count to 13 states. And the surpluses of the 
12 states were distributed most 
inequitably.^^ 

NFC, in addition to providing non-plan 
revenue $urplu.ses, also allocated among the 
slates 95 per cent of the total grants meant 
lot the normal plan assistance for state 
F’lans. The per capita plan expenditure for 
1989-90 thus made possible by the Finance 
Commission directly and indirectly—by the 
allocation of plan giants and revenue 
surpluses - is given in lable 12. Almost half 
the plan grants are allotted to special 
category states, accounting for 5.6 per cent 
of the population." None of the fourteen 
major states including the poorest among 
them received average sums of plan grants. 
The major states with incomes substantially 
lower than that of all the special category 
stales too were no exception. The reasons for 
the shortfall in plan expenditure of the low 
income states are two-fold. Two of the low 
income states—Rajasthan and Orissa—have 
no revenue surpluses at all after devolution 
Given the below average plan grants, their 
per capita plan expenditure will be less than 
one-fifth of the all-states average. Three 


other low income states did have .some 
revenue surpluses; but the quantum of their 
surpluses, except in the case of Bihar, was 
too small to compensate lor the below 
average amounts of Plan grants they receiv¬ 
ed. As a result, the plan expenditure made 
possible by the Finance Commission, to all 
but Bihar among the low income states was 
less than average. In the case of special 
category states other than Assam, though 
none has been provided with revenue 
surpluses, the substantial provision of plan 
grants enables them to incur very targe plan 
expenditure. In case of Assam, though it 
receives marginally higher than average plan 
grants, it is not adequate to compensate for 
the lack of revenue surplus. The Finance 
Commission’s dispensation of Plan grants 
and revenue surpluses had been inadequate 
for all middle income states to have plans 
of average size. Only four major states are 
enabled to have large sized plans. They are 
the richest three states and Karnataka, a 
middle income state. This has been made 
possible by their large revenue surpluses. In 
the case of some of the middle income states 
as also Gujarat which are relatively under 
taxed, there may be still scope for additional 
resource mobilisation for financing larger 
plan outlays. Besides, their tax base is larger. 

The poorer states can now look forward 
to have laiger state plans for 1989-90 only 


'^P^tuilng Cbtaifi^on dr the in^tii- 


tional agencies in India and abroad. But 
given the ratio of grants to loans under the 
Gadgil formula. Planning Commission’s 
allocation of loans for state plans will by and 
large have to follow the pattern of allotment 
of plan grants by the Finance Commission. 
No doubt, the Planning Commi.ssion can 
help the backward states by allotting larger 
sums under central and centrally sponsored 
schemes. It has also some manoeuvrability 
in the allotment of additional, advance and 
special central assistance. Together, the 
Planning Commission can still disburse 
nearly two-thirds of plan grants, for state 
Plans and for central and centrally spon¬ 
sored schemes. ** But in the past, the Com¬ 
mission had shown no preference for the 
poor states.’' As for institutional support, 
the past trends do not indicate any bias in 
favour of the low income states.’* It can be 
argued that the poor states can step up their 
rcvciuie efforts to have larger plans. But their 
revenue bases are too small to take their 
levels of per capita internal resources to the 
levels of the rich states, unless the rates of 
tax and non-tax revenues are increased steep¬ 
ly. 1 hrcc of them under NFC’s own norms 
arc already overtaxed. In their case, furthci 
attempts for additional resource mobilisa¬ 
tion by increasing rates can only lead to trade 
diversion in ihe short run and migration of 
economic activ itics across their boundaries 


in the long run. 


Ni tini-D, .A Common DivisiBit Puot 

The Commission has iiansfcricd Rs 12,700 
crore by wav ol devolution and deticit 
grants. Of this, only Rs 7,469 crore (58 per 
cent) have gi'iie to finance the non-plan 
revenue gaps. I he balance has served to 
build non-plan revenue surpluses with 12 
states. And the distribution of these 
surpluses among slates has been most in¬ 
equitable as noted earlier (see Table 12). 1o 
make the distribution of .states' plan expen¬ 
diture progressive, at least during the period 
of the NFC’s final award, it should provide 
the poorer states with larger surpluses. To 
achieve this, the Commission will have to 
make some radical departures from the past 
practices. Firstly, it will have to dispense with 
the present practice of first determining 
devolution among stales and leaving only the 
resultant gaps to be filled by Article 275 
grants. Instead, the entire amount that is 
available for transfer to states after meeting 
the constitutional requirements of centre 
(other than the resources to be transferred 
under tax rental arrangements) has to be 
treated as part of a common divisible pool 
to be shared among states. 

Secondly, instead of having an array of 
criteria, some of them neutralising the 
effects of others, the commission must apply 
one common fornula to the balance amount 
remaining after meeting the requirements of 
tbe centre. And, need should be its major 
ingredient. As noted earlier, budgetary 


I' dirfteite, need Icir i^pgrailadoB iod4 
services, poverty ratios, etc, are only partiaji 
indicators, which may pull the Commission 
m opposite directions. Ideally, a composite 
ndex of development should be used to 
measure need. But in view of the concep¬ 
tual, methodological and data problems 
involved in con.structing such an index within 
the short span'of Finance Commission’s 
tenure, it may be advisable to take, despite 
its known drawbacks, state’s per capita in¬ 
come as the indicator of need. Distance of 
a state’s per capita income from that of the 
state with the highest ranking is the most 
equitable criterion. The second best would 
be the inverse of per capita income. 

It may, however, be necessary to guard 
against the danger ot stales being satisfied 
with low resource efforts. It may also be 
necessary to build in deterrence against 
states’ wasteful spending. Therefore, incen¬ 
tives for resource efforts and economy in ex¬ 
penditure should be built into the composite 
formula. But weightage to these factors 
should be lower than for need. Even with 
lower weightage to these factors, this scheme 
is better for rewarding and punishing states, 
as this is applicable to all states unlike the 
present scheme which is appicable to only 
states with deficits, that too after devolution. 

The suggestion for treating all central 
transfers as part of the same pool and for 
using one formula for state-wise distribution 
may be objected to, on the ground that 
devolution of different tax revenues and 
dispensation of grants are governed by dif¬ 
ferent Articles in the Constitution (Article 
269,270,272 and 275). It is claimed that the 
wordings of these Articles are different. 
According to this view, sharing of taxes 
under Articles 269,270 (Income ta^)) is man¬ 
datory while sharing of taxes under Article 
272 (Union Excise) is permissive. This view 
is not sustainable as all these provi.sions do 
not restrict, despite the differences in word¬ 
ings, the freedom of the Finance Commis¬ 
sion in allocating resources among states.” 
Even if this argument were to hold good, the 
Finance Commission can easily circumvent 
this difficulty by raising the proportion of 
union excise duties in the total divisible pool 
and reducing the share of income tax. A^n, 
the proportion of grants can be raised. 
States' present bias against grants can be 
removed by providing for indexation. Such 
a proposal was made by Swaminathan, a 
member of the Fifth Commission.'** Such a 
change has become all the mote necessary 
today as exclusive reliance on just two taxes 
can lead to the centre circumventing the 
Finance Commission’s Scheme of centre- 
state sharing as had happened with EFC’s 
Scheme. 

Apart from this constitutional argument, 
a more fundamental argument of a political 
nature can be raised against the scheme of 
transfers suggested above. The steeply pro¬ 
gressive statutory transfers imply larger 
redistribution from the developed states to 
the less developed states through central 
government. Under this scheme, the flow of 
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^ leduced substantWIy! 1^kin| into account 
the reality that the most developed state has 
major political problem with secessionist 
overtones, the roots of which are sometimes 
traced to its economic neglect, the tiuesiion 
sometimes is asked whether a steeply 
progressive fisc.d iranster mechanism may 
nut thieaten the lederal polity fiiithcr Our 
counter argument is two-fold I irstly, even 
► the Suggested change will n' ke oiil) a 
marginal dent to the pic'biir of growing 
inter-state dispaimcs llic are other 
equally dis'-qual '.iiig flows m the 
economy*' such as i!i riow ol plan funds 
outside the (laJgil lornuila, 12) How ol 
discretional y transi ■(t) How o) ecntial 
lunds lot Its direct i spendituie, (•!) (low ot 
institutional linancc. .iiul (5) I low of linance 
through the capital iiiaikel. 

By way ot the second answer, one needs 
to ask a countei question whethei the federal 
polity in India today can he secured only 
on the liediock ol increasing icgional 
dispai ilies 

>olrs 

1 Olio Niemcyer was a great believci in ihc 
hnaiiciul equilibiium. Aciording to him. 
bolh ihe cenire and the pioMucos have lo 
balance Ihcii budgets within their available 
resources The needs ol the provinces which 
cannot be met by devolution have to be 
covered by grants-in-aid. 

Thus grants arc given only a residuary role 
by him. Report of Nicmcyci Mission (l‘),15) 
quoted in the Report of the Second l inaiice 
C'ummis.sion, I9.S7. 

2 According to Nit', "After considerable 
deliberation, this commission has decided 
lo move away from what has been called 
Ihc gap filling appioaeh". Fust Report of 
the Ninth Finance Commission, Oovern- 
mem of India, I98K, p 6 

3 See B P R Vithal and M L Saslry, •Terms 
of Rcferenc'e ot Ninth Finance Commis¬ 
sion’, ixononiK and Political H'ceklv, .luly 
25, 1987. 

4 For share of transfers undet Seventh and 
Eighth Cominis.sion’s award, see 1 S Gulati 
and K K t.iei ogc, ‘Eighth Finance Commis¬ 
sion's Award', Economic and Political 
Weekly, July 25. 1987 

5 Amaresh Bagchi, ‘First Award of the Ninth 
Finance Commission: An .Appraisal'. FVo 
nomteand Political Weekly, December 3, 

I'*^8 

6 NFC Report, p 9. 

7 Ibid, p 7. 

8 For EFC figure, see I S Gulati and 
K K George, op eit. 

9 For the concealed part of defence budget, 
see Ravi Rikhye, ‘The Defence Budget. 
Sleight of Hand', Illustrated Weekly oj 
India, December 4. 1988. 

10 Economic Times, Bombay, December 7, 

1988, p 3. 

11 Sec Swaminathan S Anklesaria Aiyer, ‘The 
Military Road to Debt', Indian Expresi., 
November 9, 1988. p 8 

12 ‘Gorbachev furl rimming Soviet Defence 
Spending', Indian Express January 10. 

1989. 

13 R N Malhotra, L K Jha Memorial Lecture 
(1988), Economic Times, op cit. 

14 Growth rates over 1987-88, imsiead of over 
1988-89 have been worked out due to the 
non-accessibility to the budgets of alt states 
for 1988-89. 

• IS' Amaresh Bagchi. op cit. 


j* iusiMBr iwouFaBw ira«aF-!(«tar.j|ms.'' 
iih^ied in the EFC Report too. 
adopted the same methodology, the results 
obviously cannot be different. For the 
growth rates implied by EFC, see IS Gulati 
and K K George, op cit. 

17 NFC Report, p 54, however has not spell 
oui how these figures are arrived at Nor 
has It spell .-tut which are these deficit and 
surplus stales. 

18 Ibid, p 14. 

19 Like ihe terms of relerence ot the NFC, the 
I'S legislation also seeks closer linking of 
revenue raising decisions and expenditure 
if it tends to exceed the ceiling on deficits. 

It appears that both the NFC and the 
framers of Ihe NFC’s terms are familiar 
with this piece of legislation. 

20 NFC Report p 24. 

21 A H Han.soii, Process of Plannina, Oxford 
University Press, London, 1978 

22 See Amaresh Bagchi, op cit. 

23 T K Arun, 'Poverty Ratio as a Devolulicm 
Criterion: A Noic'. Economic andPolilual 
Weekly, Februaiy It, 1989. 

24 Quoted by Amaiesh Bagchi, op cir, 

25 According to Niemcyer, subsianiial justice 
would be done by fixing the scale ol 
disirihulion "pailly on icsidcnce and parlly 
on population". Quoted in the Report ot 
Ihe Fiisi Finance Commission. 1952, p 20 

26 Foi these aigiimcnls sec K K (iciogc, 
(.'entre-Stute l-iiiancial /lows and liiier- 
Slate Disparities, Crileiion Books. Delhi. 
1988, p %. 

27 NFC Report p I. 

28 Ihis point has been bioughi out well hv 
K N Reddy in ' .xpproach ol I lie Ninth 
I inanec Commission: A Misadveiiluie'. .i 
papei presented ul a scniinai on NFC 
organised by Dcpailinenl ol Leotiomics, ‘ 



30 See K K George, op dt. 

31 Amareth Bagchi, op di. 


32 C H Hanumantha Rao, Growth, Poverty 
and Tax Effort: An Inter-State Comparison 
with Special Reference to Bihar, institute 
ol Economic Growth, Delhi, 1979. 

33 I'hc surpluses lefi behind by the Seventh 
Finance Commission financed approxi¬ 
mately 26 4 per cent of states’ Sixth Plan 
outlays and those by the EFC financed 
about 31.0 per cent of the Seventh Plan 
outlay. See 1 S Gulati and K K George, 
op cit 

34 Though the NFC left no deficits on non 
plan account, deficits on total revenue 
account of states amounted to Rs 1,443 
crore. The NFC left behind a surplus of 
Rs 3,673 crore with a few states. See NFC 
Report, p 54. 

35 These states got 16.9 per cent ot aggregate 
statutory translcrs. Some of these states are 
placed belter oft than low income states 
judged by their per capita incomes, poverty 
ratios, levels of own resources and expen- 
di'ure Ashok Mitra is right in catling for 
a reconsideration of this bonanza for these 
stales. I his bounty can now be justified 
only on Unity and Inicgnty considerations. 
Sec his foreword in I S Gulati and 
K K Gcoige, Essays in Federal Einancial 
Rclalions, Oxtord and IBH 1988, p Xil. 

36 Based on Union Budget figures for 1987-88 
(Rh), RRI Ridlclin, June 1988. 

17 K K George, op cil. p 143 

38 Ibid, p 44 

19 For c-ountei aigumenls, see (I) George K 
K. op eil, p 94, (2) FFC Report, p 44. 

40 Sec- Mimitc b\ (' Swaminathan, Report of 
the I ifih Fiiiancc Commission, p 102. 
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riN>^(^ aiid liiistabiliiy ot uidian Exports 

to the USSR 


Pronab Sen 


The high degree of variability in our exports to the Soviet Union is widely perceived, in both private and govern¬ 
mental circles, as the only dark spot in an otherwise bright trading relationship. However, despite the widespread - 
concern over the instability of Indian exports to the USSR, there have been very few rigorous attempts at quanti- ^ 
fying the phenomenon even at an aggregate level. This paper seeks to fill this lacuna, pro'-'de an indication of 
the likely sources of export instability and set out some tentative guidelines for the conduct of policy relating 
to Jndo-Soviet trade. 


I 

Introduction 

IN common perception, the two most 
significant characteristics of Indian exports 
to the USSR are the high rate of growth and 
the high degree of variability that occur from 
year to year. The latter characteristic, right 
or wrong, is very widely perceived in both 
private and governmental circles, and has 
been the only dark spK>t in an otherwise 
bright trading relationship. It is easy enough 
to appreciate the concern that is generated 
by instability in the demand for expx>rts: the 
ill-Cffects are many. It should be remem¬ 
bered, however, that fluctuations are inherent 
in every economic process, and that such 
stochasticity is normally taken into account 
in every business and commercial decision. 
Indeed, to the economist, it is only the exis¬ 
tence of such u ncertainty which provides an 
ethically sustainable basis for the exi.stcnce 
of profits. 

Therefore, although a businessman would 
no doubt prefer to have a steady and sus¬ 
tained growth in his sales, he is prepared to 
meet a certain degree of variability. Instabi¬ 
lity becomes a problem only when it exceeds 
these bounds of ‘normality’. These bounds, 
it should be noted, are by no means univer¬ 
sal, and can vary from product to product. 
A number of factors go into determining the 
limits beyond which stochasticity becomes 
genuine instability and therefore a cause of 
concern. The primary ones being : 

(a) The availability of alternate markets. 

(b) The extent of ‘lumpiness* in capacity 
creation or expansion, and the 
associated capital costs. 

(c) The ease of entry or exit in the industry. 

(d) The market structures, i e, the degree of 
competition of the different markets in 
which the product is traded. 

It should he clear, therefore, that a 
generajisedy^/mg of instability can be very 
misleading. For a proprer prersprective on the 
national consequences of variability the 
issue has to be examined on a product-by- 
product basis. Oddly enough, despite the 
widespread concern over the instability of 
Indian expmrts to the USSR, there have been 
voy few rigorous attempts at quantifying the 
prhenomenon even at an aggregate level, let 
alone the disaggregated.' One of the objec¬ 


tives of this paper is to fill this lacuna, if 
only partially. 

Once the existence (or lack ) of instability 
is established, and the extent measured, the 
question naturally revolves to the underlying 
causes. At first blush, two broad sources can 
be identified; (a) Instability of demand, 
(b) Instability of supply. From the exporting 
country's point of view it is clearly the first 
which IS of any importance. It is however, 
existentially not impmssible for commercial 
agents to cry “Wolf!" even when the second 
is in fact opierational. This is of course not 
to deny that there may well be circular 
causality between the two sources of in¬ 
stability, in that one may lead to the other 
over time and vice-versa. Such induced 
changes are of course notoriously difficult 
to identify, bui this should not be taken as 
an excuse for not trying to assess at least the 
proximate causes. Any corrective action 
must necessarily be predicated on some 
notion of the cause, no matter how rough 
and approximate. The second objective of 


this paper, therefore, is to provide an indica¬ 
tion of the likely source of export instabi¬ 
lity. The analy.sis done in this regard is by 
no means complete. At this stage the inten¬ 
tion is merely to narrow down the field of 
enquiry for future research. 

Finally, the issue of instability has to be 
looked at within the pserspective of the two 
other characteristics of Indo-.Soviet trade: 
(a) The high rate of growth of Indian ex¬ 
ports to the USSR, (b) The special relations 
existing between the two countries. The 
phenomenal growth of Indian exports to the 
USSR since I97S has been of special 
significance to recent Indian economic ex¬ 
perience.^ Much ol the negative effects of 
the oil-price shocks of the 1970s and the 
global recession of the 1980s have been 
ameliorated by this factor. But high growth 
can have its negative aspects too, particularly 
in the presence of instability. Uncontrolled 
and short-sighted capacity expansions 
induced by the euphoria of high growth can 
potentially lead to severe and painful 


TABit I: Tkfnd houAtioNS Ol Indian Exports to USSR iiv Cath.ory (1970-1985) 


Category 

Dependent 

Variable 

Constant 



Tota Exports 

In E^ 

4 49 

1.168 

(21.59) 

— 


Et 

( >238.46 

101.8 

(10.284) 



Et 

170.73 

(- )34.595 
(-1.716) 

8.023 

(6.959) 

IVaditional Items 

In Et 

4.86 

1.092 

(5.724) 

— 


Et 

87.07 

26.08 

(4.556) 

— 


Et 

91 98 

24.443 

(0.965) 

0.096 

(0.066) 

Manufactured Consumer Goods 

Em( 

4.337 

1.154 

(10.14) 

— 


Em< 

68 45 

47.21 

(7.52) 

- 


Emi 

166.43 

( - )31.08 
( 1.879) 

4.606 

(4.869) 

Machinery and Equipment 

I" Ert, 

(-)1.06 

1.59 

(4.423) 

— 


Emi 

( )55.89 

14.174 

(6.875) 

— 


Eme 

28.175 

(-)I3.849 

(-3.145) 

1.648 

(6.546) 


Note: Figures in parentheses represent the t-statistic values. 
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hence lead to an underfulfilmont of the 
potential demand'in the short run, but it is 
preferable to have this happen rather t|)an 
face unexpected capacity Attrition in the ^ 
future. In addition, discussions should be ^ 
taken up with the USSR on reducing the 
volatility or, at the very least, instituting 
some bilateral method by which prior war¬ 
ning can he given. 

(b) HG/LV: These are clearly the star per¬ 
formers for the future, and are products 
which should be actively promoted. In a 
number of cases, enhanced subsidies are not 
required, but impediments to capacity crea¬ 
tion and production increases need to be 
removed. These steps should be taken up on 
a priority basis if opportunities are not to 
be lost by a shift in demand to alternative 
supply sources. A word of caution needs to 
be added however: since these are*products 
of the future, great care needs to be taken 
that the USSR is convinced about the quality 
and dependability of supply from India. 
Therefore, strict quality control and schedule 
maintenance mu.st be imposed on the Indian 
suppliers of these goods. Non-reputed and 
‘f1y-by-nighl’ operators should be kept out 
to thc.cxtent possible By and large these are 
ideal products tor production in the BPZs 
and.LpUs. 

(c) LG/IM: The low level of instability of 
these goods imply that they constitute a fair- 


-IpiHimkdtttiroin 
can be planned ex^anie. For some others it 
msQT be possible to improve the performance 
through greater ‘marketing’ efforts. 

Classification of the 31 selected products 
on the basis qf the above typology is given 
in Ihble 4i On examination of-this chart, a 
few rather startling and counter-intuitive 
observations emerge: 

(1) Virtually all capital goods, i e, machi¬ 
nery and equipment, garage equipittent, 
electrical engineering equipment, etc, are 
high growth and low volatility products. 
Although the high growth rate may partly 
reflect the rather low base, ye^ the implica¬ 
tion is inescapable that there are capital 
goods which are in demand in the USSR and 
for which India may well be ^an important 
potential supplier. On the other hand, there 
is a common feeling in In^ia that a fairly 
substantial proportion of such exports to the 
USSR ate simply re-exports, whereby Indian 
businessmen import these goods in hard cur¬ 
rency from third countries and export them 
to the USSR for rupees with a premium. 
Moreover, concern has also been voiced in 
India that the export of capital goods may 
have negative effects on their availability 
within the country. Therefore, in order to 
fully gauge the extent to which these goods 
should be promoted, additional information 
on two aspects are necessary: (a) the import 


exports. , 

(2) Most consumer mantifaciures seem to 

fail into the high growth,^tegory, which 
probably simfriy reflects the shortage of such 
goods in the an outcome of the so- 

cqjled ‘disproportionality’ problem. It must 
be noted that only some of these items show 
high volatility contrary to popular percep¬ 
tion. Notable among these is ‘soaps and 

, cosmetics’. Unfortunately, the experience 

' with this single commodity has brought a 
certain degree of disrepute to Indian otports 
of this class of goods to the USSR. As is ap¬ 
parent, this view is certainly not justified on 
more objective grounds. It is recognised, 
however, that efforts are under way in the 
USSR to increase the indigenous availability 
of such goods. Thus one may well see a 
gradual tapering off of the demand."’ In 
order to guard against this, it may be 
advisable for the Indian government to 
periodically examine the Soviet investment. 
and production plans, and to advise the pro¬ 
ducers accordingly. On the whole, however, 
consumer manufactures seem to be a very 
promising class of products for the future 
if adequate precautions are taken. 

(3) Virtually all primary products, with 
the exception of raw leather and raw coffee, 
are in the low growth category. This is quite 
expected in view of the fact that the current 


ly high priority class of commodities in the 
Soviet import basket. The issue then hinges 
on the low growth rates. There is need, 
therefore, to examine these goods more 
carefully in order to identify the cause of low 
growth. If the cati.se is on the supply side, 
i e, India is facingxa production constraint, 
then steps similai to the ones outlined for 
the HG/l.V group need to be taken up im¬ 
mediately. If, however, the cause is on the 
demand side then it may arise for two 
reasons; finst, there may be a gradual satura¬ 
tion of the Soviet market: second, India may 
be considered only as a ‘secondary’ supplier 
by the USSR. 1 f the former, there is little to 
be done, and in such a situation capacity 
expansion over and beyond replacement 
investments should be discouraged. If the 
latter, however, an increased ‘marketing’ 
effort, both through official channels and 
through private promotion, may pay rich 
dividends. 

(d) LG/HV: Thc.se would a priori seem to 
be total losers whose export khould be ac¬ 
tively discouraged. They are products which 
cither have very low priority in the Soviet 
tmpon plan, oi for which India is considered 
to be only an incidental source. But it is quite 
likely that these in fact may form a rather 
suhsunttal proportion of current exports, 
particularly those which are low-priority 
Soviet imports. To this extent these are 
dmiiar to the so-called ‘sunset’ industries. 
Bor some of these products, therefore, efforts 
Should be made on a government-to- 
government,bails to enter into long-run 
stable contracts. This would ensure that the 


NOTICE 


It IS hfieby notified toi the infoim«ion ot the public ttiat Ul Sctrociiemlcits LlmKcd proposes to make an 
application to ttie Central Government in the Department of Company Affairs, New Delhi, under SubSeciion (2) 
ot Section 92 of the Monopolies and Restrictive tr ade Practices Act, 1969, for approval r o the cstabtisnment 
ol a riew undeitaking/unit/division Biiet partici. lars of the proposal arc as under 

1 Name and Address of the applicant US Petrochemicals Limited 

1, UB Hesuse, Vittal Maltya Road 

Bangalore S60 001 

2 Capital Structure of the Applicant Organisation Authorised Capital Rs 25 lakhs 

Issued S Subscribed Capital Rs 70 

J Management siiucture ot the Applicant Organisation Mr Vgay Mallya 

indicating the names of the Directors, including Mr S V Divecha 

the Managing/Whole Time Directors and Manager Mr A Swaminathan 

it any Board of Directois Mr R C Bhargava 

4 Indicate whether the proposal relates to the establishment New undertaking 


Capital Structure of the Applicant Organisation 

Management stiucture of the Applicant Organisation 
indicating the names of the Directors, including 
the Managing/Whole Time Directors and Manager 
It any Board of Directois 

Indicate whether the proposal relates to the establishment 
of a new undertaking or a tsew uriit.-'divisiun 
Location of the new undcrtakingcdcvision 'unit 

Capital Structure of the Proposed Undertaking 


Vishakapalnam, 
Andhra Pradesh 
Authorised Capital 
Issued & Subscribed 
Capital 


In case the proposal relates to the production'storage, supply, 
distribution, marketing or control ot any goods, articles indicate 
a Names of the goods/articies 
b Proposed licensed Capacity (tonnes per annum) 
c Estirrwted Annual Turnover 

In case the proposal relates to the provision ot any service 
state the volume of activity in terms ot usual measures such as 
value, ifKome, turnover, etc 
Cost ol the Project 

Scheme ot Financing, indicating the amounts to be raised from 
each source Righl/Public Issue Shares/Debeoiures 

(convertibie/non-convertible)/loans 
forergn Exchange loans/Suppliets Ciedil 


Caustic Soda/Chlorine 
70,000/62,000 
Rs 55 Crs 


Not applicable 
Rs 71 6 Crs 


Rs 57 91 Crs 
Rs 13 69 C rs 
Rs 71 60 Crs 


Any person interested in the matter may make a representation in quadruplKaie to the Secretary, Department 
ol Company Affairs. Government of India, Shasin Bhavan. New Delhi, withm 14 days from the date of publica- 
non of this notice, intimating ms views on the proposjl and indicating the natuie ol his interest therein 

By Order of the Board, 
for UB Petrochemicals Limited 
Sd/- 

A Swaminathan 

Dated 22nd March 1989 _DirectOT_ 
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m W*' ^ 

duct in Favoured Stl^pUet Secondary Supplier Non-favoured Supplier 

Soviet 

Import 

Plan 


High 

Priority 

13 Medicines 



1 Machinery and 

Equipment 

6 Tea 


2 Wool 

12 Cinema film 


3 Hides 

4 Tobacco 

14 Soaps and Cosmetics 

Low 

Priority 

5 Coffee 

7 Cotton textiles 

8 Leather shoes 

9 Hosiery 

10 Cigarettes 

11 Overcoats and dresses 



Notes 


(1) Favoured Supplier: those products for which the instability index for India is lower than 
that for total Soviet imports, ‘main’ and ‘other’ supplier. 

(2) Secondary Supplier; those products for which the instability index for India i.s lower than 
that for total Soviet imports, but higher than that of either the ‘mam’ oi ‘other’ supplier. 


levels of Soviet imports of these items are 
high, and are probably quite close to the 
saturation point. Moreover, the supply side 
factors too are probably binding,.in that the 
growth rates of output of such goods in 
India are relatively low and domestic 
demand is high. What is very surprising, 
however, is that most of these products also 
fall into the high volatility class. Although 
for some of them the instability probably 
arises from the supply side—a factor that 
has to be checked—this is a disturbing 
phenomenon indeed. The capital investment 
ill these products may not be particularly 
high, except for plantation products, such 
as tea, and mining products, but the effects 
on the actual producers, who are largely 
peasants and unorganised sector self- 
employed, can be very severe. There is, 
therefore, dire need to bring at least some 
of these goods under a system of long-term 
bilateral contracts in order to mitigate the 
negative impacts of such high volatility. 

(4) Almost all intermediate goods, i e, 
those which require further value-addition 
in the importing country before sale to the 
final consumer, show low volatility. The two 
exceptions to this are ‘tobacco’ and ‘organic 
and synthetic dyes’. For the former it seems 
quite likely that the cause of instability may 
lie both on the demand and the supply 
sides." In this context it is interesting to 
note that coffee (raw), an intermediate, is 
very stable as compared to coffee (ground), 
a final good, which is highly volatile. The 
growth performances of these products do 
not seem to be systematically related in any 
way to the product characteristics. An 
analysis of the fiiture production plans of 
the USSR should give a fairly good idea as 
to the growth prospects. In fact, given the 
performance of manufactured exports, it ap- 
jfcMi} that there may be an optimal pattern 


of finished and intermediate exports which 
can be worked out from the Indian and 
Soviet input-output matrices and the Soviet 
vector of final consumption. This may be 
an interesting area of future research. 

The above analysis is by no means com¬ 
prehensive. But, as can be seen, a fair 
amount of mileage may be gained even Irom 
such simple approaches. At the very least, 
it gives broad directions and points towards 
further questions which need to be 
answered. These results highlight the need 
for conducting such analyses on a regular 
basis for monitoring the changes and their 
implications, in Indo-Soviet trade. 

V 

Caunes of Instability: 4 First Look 

As mentioned earlier, export instability 
may be determined by factors which operate 
either through demand or through supply. 
In this paper our primary focus is on 
demand instability—an issue which has 
caused some concern in the Indian circles. 
In the specific case of centrally planned 
economies, such as the USSR, demand in¬ 
stability for a particular product from a 
speciftc country, over and above the variabi¬ 
lity in total imports, may arise from two 
primary sources; 

(a) When the product has a low priority 
in the over-all import plan, such that any cut¬ 
back on planned imports falls dispropor¬ 
tionately on the product. 

(b) When the import of the product is 
reduced proportionately to total impons, but 
the cut-back falls disproportionately on the 
particular source 

The importance of knowing into exactly 
which category Indian exports fall is quite 
obvious. This would almost certainly be an 
input into any negotiations with the USSR, 
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we attempt a first step in arriving at su^ 
a categorisation. The procedure followed iin 
this regard involves the followini 
comparisons: 

(A) The instability index of total Soviet 
imports of each product with that of the 
average of all Soviet imports—this gives an 
indication about the priority of the product 
in the Soviet import plan. 

(B) The instability index of India’s export 
of each product to the USSR to that for 
USSR’s total imports of the same product— 
this indicates the extent to which India is 
treated as a favoured supplier relative to all 
other sources taken together. 

(C) 1'hc instability index of India’s export 
ot each product to the USSR to that of 
USSR’s imports of the same product from 
the main supplier (other than India). In view 
ot the fact that the main supplier for a 
number of products are CMEA member 
countries, with whom the USSR has special 
relations we have also calculated the 
equivalent measure or the main non-CMEA 
member suppi ier 1 his coinpa risen indicates 
whethei India is treated as favoured supplier 
relative to tne primary source. 

The instability iiidice.s' necessary for 
making the above comparisons have been 
computed lot 14 products, and are presented 
in lable 5.'- The broad results are, however, 
discussed below. 


Consider Mrst the extent of instability of 
each of these products in Soviet imports as 
compared to the index of aggregate .Soviet 
imports, which stood at 1.26 as may be 
recalled. It turns out that only one of the 
14 products analysed (namely medicines) 
showed an instability index lower than that 
lot the aggregate. This is particularly distur¬ 
bing in view of the fact that in 1985 these' 
products accounted for 48.‘7 per cent of total 
Indian exports to the USSR by vqlue. In case 
it IS felt that this result is occurring because 
of a bias in the choice of products, it should 
be noted that these 14 goods are divided 
equally into high and low volatilejtems in 
the taxonomy given earlier {vide Ihbie 4) 

Now consider the comparison of the 
instability oi Indian expofts to the USSR of 
each product to that of total Soviet imports 
of that product (columns 1 and 2 of Ikble S). 
In II of the items the index for India is lower 
than that for total imports. For two items 
in particular the Indian index is very much 
tower, namely, (1) Hides, (2) Cigatettes. Only 
in three cases is the Indian index higher. 
These are; (I) Tea, (2) Cinema film, (3) Soaps 
and cosmetics. The implication of this find¬ 
ing is that by and large the USSR treats im¬ 
ports from India quite favourably in com¬ 
parison to the rest of the world taken as a 
whole. Unfortunately, two of the com¬ 
modities in which this does not happen (tea 
wd soaps and cosmetics) have so dominated 
the thinxing in India that the over-all picture 
has tended to become somewhat distorted. 

Much the same conclusion is reached 
when we consider the insubility index of 
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to an undn^iiro^ of the 
potential demand; in the short run, but it is 
preferable to have this happen rather tj^an 
face unexpected capacity attrition in the 
future. In addition, discussions should be 
taken up with the USSR on reducing the 
volatility or, at the very least, instituting 
some bilateral method by which prior war¬ 
ning can be given. 

(b) HC/LV-. These are clearly the star per¬ 
formers for the future, and are products 
which should be actively promoted. In a 
number of cases, enhanced subsidies are not 
required, but impediments to capacity crea¬ 
tion and production increases need to be 
removed. These steps should be taken up on 
a priority basis if opportunities are not to 
be lost by a shift in demand to alternative 
supply sources. A word of caution needs to 
be added however; since these are'products 
of the future, great care needs to be taken 
that the USSR is convinced about the quality 
and dependability of supply from India. 
Therefore, strict quality control and schedule 
maintenance must be impoiied on the Indian 
suppliers of these goods. Non-reputed and 
•fly-by-night’ operators should be kept out 
to the extent pos.sit»le. By and large these arc 
ideal products lor production in the EPZs 
and.l-OUs. 

(c) LC/IM: ~i he low level of instability of 
these goods imply that they constitute a fair¬ 
ly high prioiity class of commodities in the 


rfMM 

can be planned ex-ante. Fdr some others it 
may be possible to improve the performance 
through greater ‘marketing’ efforts. 

Classification of the 31 selected products 
on the basis qf the above typology is given 
in fable 4« On examination of-this chart, a 
few raster startling and counter-intuitive 
observations emerge: 

(1) Virtually all capital goods, i e, machi¬ 
nery and equipment, garage et^uipiAent, 
electrical engineering equipment, etc, are 
high growth and low volatility products. 
Although the high growth rate tpay partly 
reflect the rather low base, yet, thfc implica¬ 
tion is inescapable that there are capital 
goods which are in demand in the USSR and 
for which India may well be ^n important 
potential supplier. On the other hand, there 
is a common feeling in India that a fairly 
substantial proportion of such exports to the 
USSR are simply re-exports, whereby Indian 
businessmen import these goods in hard cur¬ 
rency from third countries and export them 
to the USSR tor rupees with a premium. 
Moreover, concern has also been voiced in 
India that the export of capital goods may 
have negative effects on their availability 
within the country. Therefore, in order to 
fully gauge the extent to which these goods 
should be promoted, additional information 
on two aspects arc necessary: (a) the import 


exports. , 

(2) Most consumer manitfiictures seem to 
fall into the high growth.^tegory, which 
probably simply reflects the shortage of such 
goods in the L13SR—an outcome of the so- 
cqjled ‘disproportionality’ problem. It must 
be noted that only some of these items show 
high volatility contrary to popular percep¬ 
tion. Notable among these is ‘soaps and 
cosmetics’. Unfortunately, the experience 
with this single commodity has brought a 
certain degree of disrepute to Indian raports 
of this class of goods to the USSR. As is ap¬ 
parent, this view is certainly not justified on 
more objective grounds. It is recognised, 
however, that efforts are under way in the 
USSR to increase the indigenous availability 
of such goods. Thus one may well see a 
gradual tapering off of the demand.'® In 
order to guard against this, it may be 
advisable for the Indian government to 
periodically examine the Soviet investment. 
and production plans, and to advise the pro¬ 
ducers accordingly. On the whole, however, 
consumer manufactures seem to be a very 
promising class of products for the future 
if adequate precautions are taken. 

(3) Virtually all primary products, with 
the exception of raw leather and raw coffee, 
are in the low growth category. This is quite 
expected in view of the fact that the current 


Soviet impoM basket. The issue then hinges 
on the low growth rates. There is need, 
therefore, to examine these goods more 
carefully in order to identify the cause of low 
growth. If the cause is on the supply side, 
i e, India is facingsa production constraint, 
then steps simitar to the ones outlined for 
the HCi/l.V group need to be taken up im¬ 
mediately. If, however, the cause is on the 
demand side then it may arise fur two 
reasons; first, there may be a gradual satura¬ 
tion of the Soviet market: second, India may 
be considered only as a ‘.secondary’ supplier 
by the USSR. If the former, there is little to 
be done, and in such a situation capacity 
expansion over and beyond replacement 
investments should be discouraged. If the 
latter, however, an increased ‘marketing’ 
effort, both through official channels and 
through private promotion, may pay rich 
dividends. 

(d) LG/HV. These would a priori seem to 
be total losers whose export khould be ac¬ 
tively discouraged. They are products which 
either have very low priority in the Soviet 
import plan, or for which India is considered 
to be only an incidental source. But it is quite 
likely that these in fact may form a rather 
substantial proportion of current exports, 
particularly those which are low-priority 
Soviet imports. To this extent these are 
simitar to the so-called ‘sunset’ industries. 
JFbr some of these products, therefore, efforts 
should be made on a government-to- 
government fbaiis to enter into long-run 
Stable contracts. This would ensure that the 
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NOTICE 

1 

It IS hereby notified for tfie information of the public that UB Bctrochaimicats Limited proposes to make an 
application to the Central Government in the Department of Company Affairs, NewDethi, under Sub-Section (2) 
of Section 92 of the AA>nopoiies arid Restrictive Trade Practices Act. 1969, for approval to the establishment 
of a new underTakin^/unit/diviSfon Brief particilars of the proposal are as under 

1 

Name and Address of the applicant 

Ul Petrochemicals Limited 

1, UB House, Vittal Mallya Road 
Bangalore 560 001 

5 

Capital Structure of the Applicant Osamsatior' 

Authorised Capital Rb 2S lakhs 
issued & Subscribed Capital Rs 70 

i 

Management structure of the Applicant Organisatiori 

Vtjdy Mallya 


indicating the names of the Directors, including 

Mr Divecha 


ilie Managmg/Whoic Time Directors and Manager 

A Swaminathen 


If any Board of Directors 

Mr R C Bhargava 

4 

Indicate whether the proposal relates to the establishment 
of a new undertaking or a new unit/division 

New undertaking 

5 

Location of the new undertaking/devisionc unit 

Vishakapatnam, 

Andhra Pradesh 

6 

Capital Stiucture ot ttie Proposed Undertaking 

Authorised Capital Rs 1000 Crs 
Issued & Subscribed 

Capital Rs 750 Crs 

7 

In case the proposal relates to the produrtion/storage. supply, 
distributi^, marketing or control of any goods articles indicate 



a Names of the goods/articies 

Caustic Soda/Chlorine 


b fyoposed licensed Capacity (tonnes per annum) 

70,000/69,000 


c tstimated Annual Turnover 

Rs 55 Crs 

8 

In case the proposal relates to the provision of any service, 
state the volume of activity in terms ot usual measures such as 
value, income, turnover, etc 

Not applicable 

9 

Cost of the Project 

Rs 71 6 Crs 

10 

Scheme of Financing, indtcating the amounts to be raised from 
each source Right/Kibiic Issue Sharcs/Debentures 



(convertible/ non-convertiWeyLoans 

Rs 57 91 Crs 


foreign Exchange Loans/Suppliets Credit 

Rs 1369 Crs 

Rs 71 60 Crs 

1 Any person interested m the matter may make a representation in quadrupficate to the Secretary, Department 1 
1 of Company Affairs, Government of Ir^lia. Shastn Bhavan, New Delhi, within 14 days from the date of piMTliCd* 1 

1 non of this notice mtimatins his views on the proposjl »nd indicwinj the nature of his interest therein 1 



By Order of the Board, 
for UB Petrochemicals Limited 



Sd/- 



A Swaminathen 

1 Dated 59nd March 1089 

Director 
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wlw 
duct in Favoured Sfl^pller 
Soviet 
Import 
Plan 


Secondary Supplier Non-favoured Supplier 


we attempt a flm st^ in arriving at sutiK - 
a categorisation. The procedure followed in 
this regard involves the following 
comparisons: 

(A) The instability index of total Soviet 


High 

Priority 

13 Medicines 



1 Machinery and 

Equipment 

6 Tea 


2 Wool 

12 Cinema film 


3 Hides 

4 Tobacco 

14 Soaps and Costneiic.s 

Low 

Priority 

5 Coffee 

7 Cotton textiles 

8 Leather shoes 

9 Hosiery 

10 Cigarettes 

11 Overcoats and dresses 



imports of each product with that of the 
average of ail Soviet imports—this gives an 
indication about the priority of the product 
in the Soviet import plan. 

(B) The instability index of India’s export 
of each product to the USSR to that for 
USSR’s total imports of the same product— 
this indicates the extent to which India is 
treated as a favoured supplier relative to all 
other .sources taken together. 

(C) The instability index of India’s export 
of each product to the USSR to that of 
USSR’s imports of the same product from 
the m.iin supplier (other than India). In view 
of the fact that the main supplier for a 


Notes 

(1) Favoured Supplier: those products for which the instability index for India is lower than 
that for total Soviet imports, ‘main’ and ‘other’ supplier. 

(2) Secondary Supplier: those products for which the instability index for India is lower than 


that for total Soviet imports, but higher th 

levels of Soviet imports of these items are 
high, and are probably quite close to the 
saturation point. Moreover, the supply side 
factors too are probably binding,.in that the 
growth rates of output of such goods in 
India are relatively low and domestic 
demand is high. What is very surprising, 
however, is that most of these products also 
fall into the high volatility class. Although 
for some of them the instability probably 
arises from the supply side—a factor that 
has to be checked—this is a disturbing 
phenomenon indeed. The capital investment 
in these products may not be particularly 
high, except for plantation products, such 
as tea, and mining products, but the effects 
.on the actual producers, who are largely 
peasants and unorganised sector self- 
employed, can be very severe. There is, 
therefore, dire need to bring at least some 
of these goods under a system of long-term 
bilateral contracts in order to mitigate the 
negative impacts of such high volatility. 

(4) Almost all iniermediale goods, i e, 
those which require further value-addition 
in the importing country before sale to the 
final consumer, show low volatility. The two 
exceptions to this ate tobacco’ and ‘organic 
and synthetic dyes’. For the former it seems 
quite likely that the cause of instability may 
lie both on the demand and the supply 
sides." In this context it is interesting to 
note that coffee (raw), an intermediate, is 
very stable as compared to coffee (ground), 
a final good, which is highly volatile. The 
growth performances of these products do 
not seem to be systematically related in any 
way to the product characteristics. An 
an^j'sis of the future production plans of 
the USSR should give a fairly good idea as 
to the growth prospects. In fact, given the 
performance of manufactured eipoits, it ap- 
ypeatf that there may be an optimal pattern 


an that of either the ‘main’ or 'other' siippliei. 

of finished and intermediate exports which 
can be worked oui from the Indian and 
Soviet input-output matrices and the Soviet 
vector of final consumption. This may be 
an interesting area of future research. 

The above analysi.s is by no means com¬ 
prehensive. But, as can be seen, a lair 
amount of mileage may be gained even from 
such simple approaches. At the very least, 
it gives broad diiections and points towards 
further questions which need to be 
answered. These results highlight the need 
for conducting such analyses on a regular 
basis for monitoring the changes and their 
implications, in Indo-.Soviet trade. 

V 

Causes of Instability; 4 First liiMtk 

As mentioned earlier, export instability 
may be determined by factors which operate 
either through demand or through supply. 
In this paper our primary focus is on 
demand instability—an issue which has 
caused some concern in the Indian circles. 
In the specific case of centrally planned 
economies, such as the USSR, demand in¬ 
stability for a particular product from a 
specific country, over and above the variabi¬ 
lity in total imports, may arise from two 
primary sources: 

(a) When the product has a low priority 
in the over-ali import plan, such that any cut¬ 
back on planned imports falls dispropor¬ 
tionately on the product. 

(b) When the import of the product is 
reduced proportionately to total imports, but 
the cut-back falls disproportionately on the 
particular source. 

The importance of knowing into exactly 
which category Indian exports fall is quite 
obvious. This would almost certainly be an 
input into any negotiations with the USSR, 


number of products are CMEA member 
countries, with whom the USSR has special 
relations we have also calculated the 
equivalent measure or the main non-CMEA 
member supplier Ihis comparison indicates 
whether India is treated as favoured supplier 
relative to ine primary source. 

The instability indices' necessary for 
making the above comparisons have been 
computed for 14 products, and are presented 
in Table ’’ The broad results are, however, 
discussed below. 

Consider lirsi the extent of instability of 
each of these products in Soviet imports as 
compared to the index of aggregate .Soviet 
imports, which stood at 1.26 as may be 
recalled. It turns out that only one of the 
14 products analysed (namely medicines) 
showed an instability index lower than that 
for the aggregate. This is particularly distur¬ 
bing in view of the fact that in 198S these' 
products accounted for 48.7 per cent of total 
Indian exports to the USSR ^ V4lue In case 
it is felt that this result is occurring because 
of a bias in the choice of products, it should 
be noted that these 14 goods are divided 
equally into high and low volatilejtems in 
the taxonomy given earlier (vide Table 4) 

Now consider the comparison of the 
instability of Indian expohs to the USSR of 
each product to that of total Soviet imports 
of that product (columns 1 and 2of Ihble 5). 
In 11 of the items the index for India is lower 
than that for total imports. For two items 
in particular the Indian index is very much 
lower, namely, (1) Hides, (2) Cigarettes. Only 
in three cases is the Indian index higher. 
These are: (1) Tea, (2) Cinema film, (3) Soaps 
and cosmetic-s. The implication of this find¬ 
ing is that by and large the USSR treats im¬ 
ports from India quite favourably in com¬ 
parison to the rest of the world taken as a 
whole. Unfortunately, two of the com¬ 
modities in which this does not happen (tea 
and soaps and cosmetics) have so dominated 
the thinking in India that the over-all picture 
has tended to become somewhat distorted. 

Much the same conclusion is reached 
when we consider the instability index of 


Ecoaonuc and Political Wrekly April 1, 1989 


691 





3 or 4 of In id of 
Wwmmodities, India i$ accorded more 
le treatment than the main supplier; 
only in 4 is the treatment worse. These 
XI) Iha, (2) Cinema film, (3) Medicines, 
Jtoaps and cosmetics. By and large, 
fore, it must be concluded that the 
R treats India as a favoured supplier 
jtnpared not only to the rest of the world, 
also as compared to the main alternate 
ly source even when these are CMEA 
^r countries. Thus, there can be little 
tisfaction on this account. These results 
summarised in Table 6. 
r..,T6 conclude, it can be ^een that the 
ived instability of Indian exports to the 
!SSR arises primarily out of an infelicitous 
ice of export product lines, and not 
ause of any unfavourable treatment 
rded to India by the USSR. On the con- 
L#*ry. the situation would have been much 
e had the USSR not accorded very 
^^nmurablc treatment to India in comparison 
most of its other trading partners. There 
are certainly some areas in which dissatisfac- 
'\^on may be expressed, particularly for 
but these are relatively minor and 
pd^uld be amenable to informed and cor- 
li dial bilateral negotiations. It is much more 
important for India to realise that; 
h'i.*) Soviet imports per se are highly volatile; 


India’s exports happen to fall into a 
category which is inherently volatile 
given the Soviet needs and priorities. 
^•Once these perceptions are accepted, the pro- 
Iv-jiwr Indian strategy should be to look for 
^;»ore stable product lines and not to express 
fcjjissatisfaction over what is presently hap- 
K^pming. This is after all the objective of 
^nttional and informed decision-making. 

- 

4 INoleK 

author wishes to gratefully acknowledge 
generosity of Arvind Vyas for making 
f/iivailablc the Soviet import data from the 
l^iOriginal sources. He is afso indebted to 
||S6lomon Raj for his invaluable computational 
Ij^Mistance.] 

>if'’l For one such attempt, see Mehrotra 
fcV (forthcoming). 

W-'-A See Sen (1987) for a discussion of these 
issues. 

%'‘,3 This type of an instability ind« has been 
j - used in Debroy (1988). 
u 4 For the aggregated versions we report three 
' ” trend equations for completeness. 

' 3 An alternative method would be to use the 
, ^coefficient of varieiion' of the un- 
) normalised residuals (i e post-normalisation), 
j:- ’ The problem here, however, is that since the 
mean of the residuals may well be zero or 
- negative, the numbers generated may not be 
particularly meaningful. 
ti The official inflation rate in the USSR has 
averaged about 1 per cent per annum over 
^ this period. The inflation rate in rupees has 
fof course been much higher at about 8 per 
cent per year. For translating into constant 


7 Some of the items snown Ih tiie diiaed- 
laneous category in Ihble 8 have been in¬ 
cluded as manufactured consumer goods 
while fitting the trend line. 

8 Although we had data available on 37 pro¬ 
ducts, many of them could not be analys¬ 
ed due to insufficient number of data points 
since they had either dropped out of the ex¬ 
port basket or had entered it too recently. 

9 It IS a moot question as to whether the 
extent of variability should be determined 
on tlie basis of the instability index pertain¬ 
ing to total Indian exports to the USSR or 
to total Soviet imports. In view of the fact 
that these two measures are so similar, it 
does not make any real difference. 

10 We are informed, for instance, that there has 
been a fairly sharp reduction in the demand 
for ‘bed sheets, towels and table-linen’ 
in 1988. 

11 The Soviet Union is a major and, by all ac¬ 
counts, an inefficieni producer of tobacco. 

12 It was not possible to extend the analysis 
to other products due to the non-availability 
of appropriate data for the other suppliers. 

13 In the ca.se of Tea, the ‘main’ supplier (Sri 
Lanka) and the ‘other’ supplier (Kenya) have 
instability indices of 0.473 and 0.723 respec¬ 
tively as compared to that of India of 1.69 
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NOTICE 

-1 

It IS hereby notified for the information of the public that Ul HtrochernktU Limited proposes to make an 
appiKiation to ttv Cential Government in tt^e Department of Company Affairs. New Delhi, under Sub-Section (?) 
of Section 79 of tfv Monopolies and Restrictive Tiade Practices Act, 1969, for approval to the estabiishment 
of a new undeftakin<?/unit/divi50i Brief narricuMrs of the proposal are as under 

1 

Name and Address of the applicant 

UB Petrochemicals Limited 

1,zU6 House, Vitta! Mailya Road 
Bangalore 5l^ 001 

2 

Capital Structure of the Applicant Ofjtan'sation 

Authorised Capita! Rs 25 lakhs 
Issued & Subscribed Capital Rs 70 

3 

Management struc'.ute of the Applicant O-ganisation 

Mr Vijay Mailya 


indicating the names of the Directors, in('lu<jinq 

Mr S V Divecha 

♦ 

the Managing/Whole Time Directors and A4anager 

Mr A Swammathan 


if any Board of Directors 

fw R C Bhatgava 

4 

Indicate whether ttie proposal relates lo the establishment 
of a new undertaking or a new unit/divi&ion 

New undertaking 

5 

Location of the new undertaking/devision/umt 

Vishakapatnam, 

Andhra Pradesh 

6 

Capital Structure of the Proposed Undertaking 

Authorised Capital Rs. 1000 Crs 

Issued & Subscribed 

Capital Rs 750 Crs 

7 

In case the proF>osat relates to the product lon/storage, supply, 
distribution, marketing or control of any goods, articles indicate 



a Names of the goods/articles 

Polypropylene 


b Proposed Licensed Capacity (tonnes pe' annum) 

75,000 


c Estimated Annual Turnover 

Rs 165 Crs 

8 

In case the proposal relates to the provision of any service, 
state the volume of activity m terms of usual measures such as 



value, income, turnover, etc 

Not applicable 

9 

Cost of the Project 

Rs 149 Crs 

10 

Scheme of financing, indicating the amounts to be raised from 
each source Right/^jblic Issue Shares/Debenturcs 



(ronverTible''nori convertibit I/Loans 

Rs 1S7 7SCrs 


foieign Exchange loens'Suppliers (.redil 

Rs SI 85 Crs 

Rs 14900 Crs 

Any person interested in the mattet may make a representation tn quadruplicate to the Secretary Department I 
of Company Affairs, Government of India Shastri Bhaven, New Delhi, within 14 days from the date of publiea- I 

tion of this notice intimating his views on tfie proposal and indicating the nature of his interest therein. 1 



By Order of the Board. 


- 

for UB Pwrochemicels Limited 



Sd/- 



A Swaminaihan 

1 Dated ?Snd March 1989 

Diieaor 
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Problems and Prospects of Tribal 
Development in North-East India 

B K Koy Uurtnan 

The tribe as a social formation may be identified in two ways: first as a stage in the history of evolution of 
societies; second, as a society organised on the basis of kinship tics which enables it to be a multi-functional grouping, 
A tribe can thus outgrow its pnmitiveness and retain its social boundary, an essential feature of its identity. Within 
this conceptualisation of the iribals, what have been the constraints to their development in north-east India 


THF problems and piospeets of tubal 
development rnav be considered along two 
axes: (a) as ethnic entities and (b) as 
status-class. 

The issues involved m the development ot 
tiibes as ethnic entities are bioadl> as 
follows: (a) meaning of ethnic identiiv in the 
contemporary world; (b) process of identity 
expansion; and (c) problem of cultural 
autonomy and of political integration in the 
state process. 

Mlanino oi Liunic liMMirv 

Clifford Greet/ has described ethnicity as 
an activated primordial consciousness not 
grounded in the demand lot separate 
^sovereign statehood.' In contrast Marxist 
theory views ethnicity with a convergent 
evolutionary framework. The underlving 
assumption is that all the woild's ethnic 
gioups will ultimately merge into a 'common 
group’. Ix:nin however made it explicit thai 
this would take place only in a classless 
society in the distant liiture.' though the 
persistence of ethnicity as a primortlial con¬ 
sciousness has been qticstioiied even by 
many who do not claim to be Marxists, the 
evolutionary dimensions seem to be envi¬ 
saged quite frequenilv in oversimplified 
forms. It was believed in western demo¬ 
cracies that the spread of education, in¬ 
dustrialisation, mass struggles and economic 
demands wciuld over a length of time erode 
ethnic consciousness. But this has not 
happened. Universal literacy and massive in¬ 
dustrialisation did not prevent the genocide 
of the Jews in Nazi Germany. Ethnic basis 
of occupational differentiation, even in the 
middle of the present century has been 
reported from the US.’ According to a pre.ss 
report of September 23, 1985, Eskimos and 
Indians from III Ala.skan Villages, declaring 
themselves as ‘sovereign nations’ have 
decided to dissolve their city council form 
of government and replace the .same with the 
centuries old traditional tribal councils.'' In 
USSR, there was ethnic upsurge of the 
Kazakhs in 1987* currently there is ethnic 
upsurge of the Armenians.*' Bromley, direc¬ 
tor of Institute of Ethnography, Moscow, 
has observed that ethnic consciousness is 
slower to change, even after material con¬ 
ditions of life change. In 1957, Brezhnev, the 
general secretary of the central committee 
of CPSU observed that the party was against 
hastening the process of the drawing 
together of nations and nationalities, since 


It was dictated by the entire course of Soviet 
hie li IS inteiesting to note that after the 
Gctobci Revolution, in the areas with 
prcdomiiiamlv paiiiatchal relations, peasant 
Soviets usually laiiie into existence on clan, 
tribal 01 ethnic basis These -Soviets en¬ 
couraged incasuies loi deniocrati.sation ot 
internal power sttuetutc of comniiinities.’' 

It IS obvious that while in the contem¬ 
porary world, ethnic coiisciousiicss is to be 
considered as a dimension of iiitcraetioii 
between sociel y and stale a*, w ell as of social 
organisation of production and culttirallv 
determined pattern ol voriMiiiiplion, it is 
also related u> man's quesi foi 'belonging’ 
This quest has been iiitciisilicd in die con¬ 
text of the contemporaiv crisis of civdisa 
tion, which loi soinetiiiie pul competitive¬ 
ness rather than reciprociiv, piotil latliei 
than .satist.iction, contract lathei than xuu- 
panioiiaie relation at the highest pedestal 
and which has created a condition, wheicin 
survival ot life on the planet has become a 
doiibttul pioposition 

Ethnicilv in today’s world is thus one loim 
of a.sseition against the detaceiiieiit ol 
humanity It is not iiecessaiilv aeainsi 
civilisation oi against widei scrcial foima- 
tions; fiequeiitly it is a piolesi against the 
perversion of civilisation and a leinloice 
mem ol wider socialdormaiions, in.sofai as 
these social foi mations aic compatible with 
the humanisl-axiological imperatives ol the 
historical situation. 

In this pcispcctivc ethnic con.sciousness 
need not always be considered as consti 
tuling a closed circuit. It may also be a con- 
.stituenl element of social entities Mth widei 
and wider orbits, and coniinuoiisly deepen¬ 
ing human meaning. 

PlMKfSMlI FXPANbtON <11 ETHNIC 
EnIIMI S tv till CONf l.KI or- 
FUNClIONINCi Ol tut .SlAII- At’I’AK XlL'S 

When comparatively isolated tribal com¬ 
munities closelv articulate w'lth stale struc¬ 
ture, almost as a reflex action they adopt a 
viability strategy. The neighbouring tribes at 
a similar level of technology and having the 
same or complementary striic lures of scKual 
communication, accept the reinterpretations 
and elaborat’ons of their culture and tradi¬ 
tion, so as to forge a united idcniiiy, lot pro¬ 
tecting traditional rights and inleicsts, parti¬ 
cularly in rc>pcct of the re.sourccs which con- 
.stitute essential ingredients ol their survival 
system. This can be de.sciibed as infra¬ 


nationalism.’* In it, the promotional role is 
frequently played by a messianic individual 
He symbolises the explosion of an un- 
foiUlulated urge, laiher than a systematically 
and coii.scicmsly-built up approach."' There 
IS anoihei phase of local nationalism called 
piotci nationalism. In it, the local elite, with 
or without the support of iiaditional elite 
goes toi elaboration of traditional symbols, 
not only toi protecting traditional rights, but 
also for exieiidiiig access to new resources 
and new opportunities Proto-nationalism 
can serve .is ific nucleus of diverse types of 
socTo culiuial and scK'io-politicdl movements 
depending on iiiienial structural diflercntia- 
tioiis .iniorig the conccincd communities as 
well IS on (a) harmonic orientations of 
stale .ippaialiis and state process and 
(b) dish.iriiioriu oiicniations of state 
apparaliis aiul state process, borne scholars 
lend to -oiiventralc on the liiM element only, 
but .IS poiiiicJ out In Hanlon," it does not 
seem heiplul to concentrate upon the 
ch.iMcici ol LOinmuiiiiy's msiitutions at the 
losl ol si'.iicliirc ol relations in which 
v.irious coiniiHinilies are involved, for it is 
this stiuctuie iluii bungs them into parti- 
sul.ii forms ot voiiiTicl and co-operation. 

I laboiaimg the point with icfcrcnce to race 
iclaiions ('I iiveiscas Indians, Jain'* 
otiscives that while on the one hand each 
niviul gtiuip can be identified In terms of the 
vlass posiiuni of the bulk ol its members 
(whether ii is essentially in a relation of 
exploitation, mediation or exclusion) on the 
oihci, economic interests of racially divided 
class need not necessarily be homogeneous. 
He lelcis to Poult/as, according to whom 
a social class or fraction or stratum of a class 
may take up a class position that does not 
correspond to Us class interest.'-’ What Jain 
nientions about the overseas Indians, largely 
holds good for the ethnic groups within 
India. Without going into the question as 
to whether the elites of proto-nationalism 
constitute one class or not, none can perceive 
that much depends on the racial memory or 
the memory of the ethnic group about the 
pattern of relationship with dominant ethos 
or centre of political power before internal 
tanking or stratification of class formation 
was crystallised, and also on the man- 
resource ratio, and culturally prescribed 
norms ol sharing ol social goods. As regards 
the tribal communities, one has also to take 
note of their egalitarian ethos. In the con¬ 
text ot the same, when one speaks of har¬ 
monic or disharmonic orientations of state 
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apparatus and state process, one has to keep 
socialist Humanism'as the referent frame. 
Both may be either positively or nepatively 
oriented to socialist humanism or national 
chauvinism. In dishatinonic oncination, 
while the state process mas be positively 
oriented to socialist humanism, m contradic 
tion to that, the state apparatus may he tied 
down to national chauvinism ui to buieau- 
cratic domination; it may be other way 
round also. When both state pnvess and state 
apparatus are positively oriented towards 
socialist humanism, proto^nationalism may 
creatively express itself m arts, science and 
related activities ol umversalistic values; 
when state process is oriented towards 
.socialist humanism and state apparatus i.s 
chauvinistic, pioto- nationalism may take the 
shape of protest movement, combining 
metaphysical universahsni with intense 
negative stereotypes against outgroups. It 
seems that in USSR both the processes have 
taken place at different time-points. When 
state apparatus displays hiunanisl ethos, but 
state process is exploitative and chauvinistic, 
as it seems to be in the US, the locus of 
proto- nationalism is marked by oscillations 
between cult movements and politico-legal 
assertions. When both state process and state 
apparatus show mutually haimonic chau¬ 
vinism, the eessationisi political content of 
proto-nationalism may become the domi¬ 
nant feature. Welfarism and hiimani- 
tarianism, as against humamsm, may dilute 
the process to some extent. But the overall 
locus of tribal identity movement may 
remain cxclu.sivisl over a length of time. 

Both proto-nutionalisni and infra- 
nationalism, are to be dislitigtiishcd troni 
sub-nationalism. The lirst two arc phases (>t 
identity-expansion orethnic groups which 
remained i.solatcd from the dominaiil 
political process ol the state oi of the 
political mobilisation leading to state 
formation. Subnationalism is u phase of 
contraction of ethnic entities which got 
closely involved in the dominant political 
process of the state, but among which 
parochial loyalties are coining to the sui face 
a.s an out-come of the inctiuitous functioning 
of the stale apparatus. 

With this conceptual framework when the 
tribal situation in north-east India is 
examined, some constraints in the develop¬ 
ment of the proto-national process among 
the tribal entities, positively oriented to the 
state process of India, comes out in sharp 
focus. The first is the historical memory ol 
the tribes and the hiatus in perception of the 
meaning of histoiical events among the 
tribals and the non-tribals. Second is the 
affective-cognitive difference about the 
cultural rights and about the structures and 
strategies of resources mobilisation. 

As regards the historical memory of the 
tribal communities, it is to be noted that 
while during the 19th century and early part 
.of the present century, they carried out a 
number of armed resistance operations 
against colonial encroachment, they did not 
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NOTICE 

It is hereby notified for the information of the public that ESSAR 
INVESTMENTS LIMITED proposes to make an application to the Central 
Government in the Department of Company Affairs, New Delhi, under 
sub-section (2) of Section 22 of the Monopolies and Restrictive Trade 
Practices Act, 1969, for approval of the establisfimcnt of a new under- 
taking/unit/division. Brief particulars of the proposal ate as under 

1. Name and address of the applicant. ESSAR INVESTMENTS LIMITED, 
142, Maker Chambers IV, Nariman Point, Bombay 400021 2 Capital 
structure of the applicant (as at 31.3.88): Authorised Capital (Rs. in 
lacs)— 10,00,000 Equity Shares of Rs 10/ each-100 00; Issued, 
subscribed and fully paid up 4,00,000 Equity Shares of Rs. 10/- 
each—40.00. 3. Management structure of the applicant organisation 
indicating the names of the Directors, including Managing/Whole-time 
Directors and Managers, if any. The Company is managed by the Board 
of Directors. The names of the Directors of the Company are as follows-. 
1. Shri Ravikant Ruia 2. Shri Shashikant Ruia 3. Smt C K. Ruia 4. Smt. 
Manju Ruia; Manager - Shn M K. Srinivasan 4 Indicate vyhether the 
proposal relates to the establishment of a new undertaking or a new 
unit/division: Yes, the proposal relates to the establishment of a new 
undertaking for manufacture of IRON ORE PELLETS 5. Location of the 
new undertaking/unit/division. Distt- Vizag, State — Andhra Pradesh 
6. Capital structure of the proposed undertaking.- Authorised, 
subscribed and paid up capital of Rs. 9700 lacs comprising of 
97,000,000 Equity Shares of Rs 10/- each. 7. In case the proposal 
relates to the production, storage, supply, distribution, marketing or 
control of any-^oods/articles. i) Names of goods, articles: Iron Ore 
Pellets, ii)_ Proposed licensed capacity 40,00,000 tons/yr, 
lii) Estimated annual turnover; Rs. 28,000 lacs. 8. In case the proposal 
relates to the provision of any service, state the volume of activity 
in terms of usual measures such as value, income, turnover etc: Not 
applicable. 9. Cost of the project: Rs. 34,000 lacs. 10. Schemes of 
finance, including the amounts to be raised from each source: (Rs. 
in lacs) Equity (including internal accruals and public issue): 9700, 
Borrowings from Financial Institutions: 24300, Total: 34,000 lacs. 

Any person interested in the matter may make a representation in 
quadruplicate to the Secretary, Deptt. of Company Affairs, Govt, of 
India, Shastri Bhavan, New Delhi, within 14 days from the date of 
publication of this notice, intimating his views on the proposal and 
indicating the nature of his interest therein. 

Dated this 15th day of March, 1989 

Registered Office: 

142, Maker Chambers IV, 

Nariman Point, Bombay ■ 400021. 

For ESSAR INVESTMENTS LIMITED 

RN. KRISHNAN 
COMPANY SECRETARY 
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raodve any undcntanding from thdr nddi- 
bours. Even now. by and large, the history 
of the region that is taught in educational 
institutions, is mainly based on the versions 
of events given by the apologists of colonial 
rule. As a result, tribal communities tend to 
look upon the transfer of power from the 
British to the state apparatus of India, in 
more than a temporal sense. There must be 
determined effort on the part of the percep¬ 
tive section of Indian population to remove 
this trauma of history, otherwise ethnic pro- 
ceses among the tribals will tend to move 
along untoward direction. 

Sixth Sc HtDUit: Oplraiionai 
Constrain IS 

In June 1957, an international convention 
(convention no 107) in respect of indigenous 
and other tribal and semi-tribal population 
was adopted by ILO. It was later ratified by 
a large number of countries including India. 
The convention laid down that the member 
states should enable such populations to 
pursue their material well-being and spiritual 
development in conditions of freedom and 
dignity, of economic security and cultural 
specificities, which hinder them from bene¬ 
fiting fully from the rights and advantages 
engaged by other elements of the popula¬ 
tion and also help the process of integration 
of such populations into the national 
community. 

By and large the provisions of Indian con¬ 
stitution particularly those included under 
the Sixth Schedule, fall in line with ILO con¬ 
vention. While the Sixth Schedule operates 
only in Assam. Meghalaya, Mizoram and 
Tripura, the Seventh Five-Year Plan of India 
has suggested that the seif-management 
thrust of the Sixth Schedule should be 
generalised for all the tribal areas. 

Briefly the provisions of the Sixth 
Schedule are as follows: (i) The areas covered 
by Sixth Schedule are constituted into 
autonomous districts and autonomous 
regions; (ii) There shall be a district council 
and regional council for each such district 
and region; and (iii) The council shall have 
power to make laws for allotment, occupa¬ 
tion, use, etc, of land, other than reserved 
forests for purposes of agriculture, grazing 
and other residential and non-residential 
purposes, management of forests other than 
reserved forests, regulation of shifting 
cultivation, use of water purses and canals 
for irrigation, establishment of village and 
town committees and village and town ad¬ 
ministration, inheritance of property, 
marriage and divorce and social customs. 
Such councils also have power to constitute 
courts for trial of cases between members 
of scheduled tribes; to establish and manage 
primary schools, dispensaries, roads and 
road transport within their jurisdiction, and 
to prescribe the language and the manner 
in wluch primary schools shall be conducted 
in the area. Such councils shall have their 
own funds; powers to assess and collect land 
revenue, impose taxes, subject control of 


moneylending and trading by non-tribals. 

These elaborate powers however do not 
appear to have satisfied the aspirations of 
tte tribals fully. It is alleged that their fiium- 
cial resources are limited and functioning of 
development agencies in most states, 
independent of the district councils, make 
them ineffective. Besides the problem of 
articulation of the customary laws with the 
philosophy of legal positivism, which con¬ 
tinues as a legacy of colonial rule has not 
received adequate attention. Even conversion 
of some of the Sixth Schedule areas to the 
status of fulfledged state does not appear 
to have resolved the consequent problem 
fully. 

Dissatisfaction with the functioning of the 
Sixth Schedule in Indir. is again in line with 
the dissatisfact ion e\pressed by the represen¬ 
tatives of the inr', nous and tribal and semi- 
tribal people in the international forums in 
respect of convention 107 of 1957, As a 
sequel to this, the UN has set up a working 
group. The MX) also has set up a committee 
of 18 experts to examine the question of revi¬ 
sion of 1957 convention. In its report, the 
committee felt that the integrationist 
approach of 1957 had led to a number of. 
undesirable consequences, because of the 
way the govcininents interpreted the term. 
It recommended that recognition should be 
given to the right of the indigenous and 
tribal peoples to determine the extent and 
pace of economic development affecting 
them, to maintain life-styles different from 
tho.se prevailing for the remainder of the 
national populations and to retain and 
develop their own institutions, languages 
and culture:, independent of the dominant 
.social groups. Another important obseriXI- 
tion made by the committee is that the pre¬ 
sent concentration on individual nghts is 
misplaced, because it ignores the fact that 
the indigenous peoples are struggling for 
their rights as collectivities. Forinstance, the 
provisions of the 1957 convention concern¬ 
ing land rights give insufficient recognition 
to the nearly universal practicoof collective 
occupation of land by indigenous groups.’’ 

It is obvious that in attacking the integra¬ 
tionist approach of 1957, the expert commit¬ 
tee has reacted to the distortions that have 
taken place in various countries But if one 
differentiates between assimilation in the 
sense of fusion of cultural identity and 
acceptance of peripheral role in political 
economy and integration in the sense of 
acceptance of common political goal and 
economic development strategy (out of 
awareness of the historical process and 
through resolving the conflicting interests in 
a way that adequately takes care of the 
weaker section of the population), one can 
see that there is nothing wrong in integra¬ 
tionist approacn.'* In fact the third world 
countries can iil-afford to give up the inte- 
gntionist goal, as a part of their growing 
eflorts to thwart the non-colonial forces. But 
real integraticn can be brought about only 
if the various limitations of the existing pro¬ 


grammes and processes of the states,« hi- 
dicated in the report of the ILO expert com¬ 
mittee, are considered seriously. In this 
matter India has a heritage and a legacy. The 
heritage has been bequeathed to their 
countrymen by Gandhi and Nehru, the 
legacy can be perceived in the continuation 
of colonial world-view in the state apparatus. 
Most of the recommendations of the expert 
committee on matters relating to culture and 
pattern of development fall in line with 
Nehru’s famous five point principles of 
tribals development.” And again the issues 
relating to land fall within the framework 
of Gandhiji’s concept of trusteeship'" as 
revised in 1945 with the assistance of pro¬ 
fessor Dantwala. But the problem is that 
neither Nehiu’s five point principles are 
being fully implemented, nor Gandhiji's 
concept of trusteeship has received serious 
consideration against the backdrop of 
capitalist path of development that India is' 
pursuing and' which, even according to a 
communication sent by a communist chief 
minister to a researcher, is unavoidable at 
present. This seems to be a serious constraint 
to the development of the tribals from 
marginalised ethos to entities creatively 
participating in the national life. 

Tribals as Status-Class 

Sahlins considers the tribe to be an 
ethnographic heritage from neolithic times 
Tribal peoples and cultures are, according 
to him, evolutionary advances beyond the 
cultural capacity of hunters.While ter¬ 
ritorial domains are associated with tribes, 
territoriality is embedded in society, rather 
than territory serving as the basis of 
organisation of socienV.^” According to 
Godclier,^' the social formation, tribe, is 
identified in two ways: first as a stage in the 
history of evolution of societies; second, as 
a society organised on the basis of kinship 
ties which enables it to be a multi-function^ 
grouping. 

This duality in the conception of tribe has 
an important implication. Analytically and 
historically it is possible to envisage that the 
world view of communion and reciprocity 
between man and man and between man 
and nature (rather than that of competition 
and coercion) can be dissociated from the 
dimension of primitiveness. A tribe can thus 
outgrow its pnmitiveness and retain its social 
boundary, an essential feature of its identity. 
With this analytical orientation, Roy 
Burman^^ formulated the concept of post¬ 
primitive in the seventies. 

Conceptualisation of post-primitives pro¬ 
vides a dimension to Arright's^’ concept of 
tribe as a status-class, which draw upon Max 
Weber and modifles the same. In Max 
Weber’s approach to economy and society, 
there are only two possible ways of distri¬ 
bution of power in political communities; 
class structured distribution of power within 
a political community differs from a status- 
group structured distribution only in one 
governing respect, namely whether the 
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DISCUSSION 


Measuring Tax Potential 

Some Clarifications 

IVl Govinda Rao 
JVM Sarnia 


THE first report of the Ninth hinance Com- 
misiion has evoked widespread interest. This 
is evident from the number of articles that 
have appeared in professional journals and 
newspapers in recent times. Many of these 
articles are of a general nature covering the 
entire canvas of the recommendations made 
by the commission for the year 1989-90. The 
recent article in EPW by N Krishnaji 
(Feburary 4), however, assumes a special 
significance as it concentrates on the specific 
issue of the approach to measuring tax 
potential adopt^ by the Ninth Finance 
Commission. 

'Krishnaji’s criticism is three-fold: (i) the 
specification of the equations has not been 
derived from a set of well understood 
theoretical principles supplemented by 
reasonable assumptions; (ii) the use of 
Lxirenz ratio in the equations is both inap¬ 
propriate, as it is an insensitive measure of 
inequality, and impermissible, particularly 
when the interpolated values are used due 
to the possible differences in sampling 
errors; and (iii) the problem of heterogenei¬ 
ty has not been adequately tackled in the 
equations. In this note, the reasoning behind 
the regression model is explained in greater 
detail. While further improvements in the 
model are certainly possible and should be 
made, it is our contention that we have only 
attempted to evolve a better method than 
used in the past. 

Before examining the theoretical rationale 
of the model employed by the Finance Com¬ 
mission (FC) to estimate taxable capacity, 
it may be worthwhile to go over briefly the 
conceptual issues: It is necessary to mention 
hm that as the concept-of taxable capacity 
has originated essentially in applied public 
finance literature rather than micro- 
economic theory, it ha.s not been rigorously 
defined. However, in recent years some at¬ 
tempts have been made to define and mea¬ 
sure the concept under a social utility max¬ 
imisation framework [Ladd et al, 1986; 
Barro, 1984]. Essentially, the objective func¬ 
tion is specified to maximise utility from 
public and private goods, given the con¬ 
straints of level of incomes. The preference 
for public vis-a-vis private goods is exercis¬ 
ed by choosing the tax effort or the effec¬ 
tive tax rate. For the purpose of determin¬ 
ing relative taxable capacities of the states, 
average tax effort is chosen and revenue that 
can be generated thereby is estimated. 

Thus, given the tax base of a state, the 
amount of tax revenue that the state would 
generate depends on its tax effort. The varia¬ 
tions in tax effort among the sutes can thus 
be due to the deliberate oeicise of the choice 
between public and private goods or due to 
volitional factors affecting the abilitv of the 
governments to collect taxes. For the pur¬ 


pose of estimating taxable capacity, the 
choice between private and public goods 
actually exercised by the states in the ag¬ 
gregate is taken to ensure that the choice ^ 
one state does not affect others. The voli¬ 
tional factors representing efficiency in ad¬ 
ministration and enforrement of the tax too 
are taken at their average levels in estimating 
taxable capacity 

Thus per capita tax revenues of the states 
depend upon taxable capacity and effort fac¬ 
tors. In the FC model, taxable capacity fac¬ 
tors are represented by (i) per capita State 
Domestic Product (SDP); (ii) structure of the 
economy as characterised by a proportion 
of non-primary sectoral incomes to total 
SDP; and (iii) the distribution of consumer 
expenditures as taken by the summary mea¬ 
sure, Lorenz ratio. The effect on the tax 
revenue of the tax effort variation has been 
quantified by specifying dummy variables 
for the states. The coefficient of state dum¬ 
mies thus essentially represent variation in 
tax effort among the states. 

(i) It must be noted that states’ taxes are 
levi^ on a wide variety of bases, consisting 
in the main of a mixture of consumption 
and production values. Of all the variables 
av^laUe to represent these, per capita state 
domestic product was considered to be the 
most appropriate. As a predominant propor¬ 
tion of the state taxes are collected from ^es 
taxes which are leviable also on both pro¬ 
duction (wherein both taxes are collected 
from inputs and outputs) and sale, it is not 
obvious that income accrual is a better con¬ 
cept than income originating. Even if it is 
considered better, we cannot use this con¬ 
cept in the absence of data on net factor in¬ 
come from outside the state. Therefore, we 
had to use the net state domestic product for 
our purpose. Tax revenues are taken to be 
an exponential function of income because 
at higher levels of income the consumption 
and production structure is weighed more 
towards commodities subjmt to higher 
nominal and effective rates. At higher per 
capita income levels, the proportion of com¬ 
modities consumed subject to higher rates 
of tax would be relatively more. Also, in the 
production structure, a larger proportion of 


finished goods implies a higher effective rate 
as it includes both the taxes on inputs and 
outputs. 

(ii) The proportion of non-primary sec¬ 
toral income has been taken to capture the 
effect of the structure of the economy on tax 
revenues. In fact, the variable is presumed 
to capture the effect of factors such as degree 
of urbanisation, industrialisation and 
monetisation. Also, it is not uncommon in 
studies on the determinants of tax revenues 
to take the proportion of income from 
agricultural, mining or manufacturing sec¬ 
tors as variables. As in the states with larger 
proportjpn of non-agricultural incomes pro¬ 
duction and consumption of commodities 
would be weighed more towards those sub¬ 
ject to higher tax rates, exponential function 
becomes relevant. 

(iii) Lorenz ratio of consumer expenditure 
distribution is taken as a summary measure 
of inequalities in consumption. The more 
unequal the distribution, higher is presum¬ 
ed to be the taxable capacity. However, if the 
state tax systems in effect arc found to be 
proportional, the variable may not be signifi¬ 
cant. The interpolation of Lorenz ratios only 
makes an implicit assumption that the samp¬ 
ling errors of 32nd and 38th round of NSS 
are constant. Are we not making the same 
assumption when we compare the poverty 
ratios in two time periods based on these 
data? Also, this adjustment may not affect 
the results so long as the variation in ine¬ 
quality across' thr states is sufficiently larger 
than between time periods. All summary 
measures of inequalities do suffer from one 
weakness or the other. In this connection, 
we may also state that we have tried other 
indicators of inequality also like percen¬ 
tage of poor and the variance of Lzignor- 
mal distribution. 

Nor is it correct to state that we have fail 
ed to grapple with the problem of hetero¬ 
geneity. Classifying the states into three 
categories on the basis of their per capita 
incomes and adjusting for heteroscedasticity 
by using the Glesjer method was essentially 
directed towards this end. The classincation 
has the additional advantage of deriving 
norms for similarly placed states in terms 
of their level of development. The ‘F’ test 
for homogeneity summarised in the accom¬ 
panying table too indicates improvement in 
the estimates after the intercept dummies 
were included. We did not report the results 
of all our experiments nor the various tests 
conducted for want of space. Certainly, we 
would be glad to share all the statistical 


TABLt: Results of Tests for the Need for Intercept and Slope Dummies 



Restricted Model 

Quasi-restricted Model 

RSS 

F Test* 

RSS 

F Test^ 

(1) High income states 

0.000237 

22.70* 

0.000028 

3.49 

(2) Middle income states 

0.000269 

7.68* 

0.000076 

2.26 

(3) Low income states 

0.000444 

7.177* 

0.000137 

2.27 


Notes: * Significant at 1 per cent level. 

2* 1b test the need for intercept dummies. 
3 1b test the need for slope dummies. 
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resuhs^^asVeil as the data used with iuiyone 
interested in the problem. Although the 
estimated equations have not been derived 
in any stylised form, the model is not 
without theoretical basis as discussed above. 
We would certainly like to see more rigorous 
models worked out by leading econometri¬ 
cians which hopefully can be employed by 
future commissions. 

Krishnaji, however, does not agree that the 
model employed is any improvement over 
past practices. In his view, “the need to come 
up with an alternative approach arises only 
if the present (NFC) approach can be 
demonstrated to be superior in some specific 
scnse(s) to earlier practice”. Therefore, in his 
opinion, “handing it over to decision mak¬ 
ing constitutes a thoughtless act". Is it in¬ 
deed so? 

Before demonstrating whether or not the 
method cmploved by the commission is an 
impruvemeht, it is necessary to understand 
that the counterfactuai is not a zero cost 
situation. Generally it is assumed that the 
status quo involves no cost at all, which is 
incorrect. Always there are gains or losses 
to some whichever method is followed, that 
is, to the extent assessment it self has an im¬ 
pact on the transfer scheme. Hitherto, the 
practice has been to take the existing level 
of taxation. This implies that revenue gaps 
generated by the states on account of laxity 
in tax effort was entirely underwritten by 
transfers from the centre, which implies the 
national tax payer was made to pay for the 
laxity of such states. 

None of the previous commissions have 
made any attempt to estimate taxable capaci¬ 
ty of the states. Some of the recent commis¬ 
sions, however, adopted normative real rates 
of growth. For example, the Eighth Finance 
Commission took the estimates of partial 
elasticities of various taxes with respect to 
changes in prices and real incomes made by 
the NIPFP for the Planning Commission 
while the resources for the Sixth Plan were 
worked out. By assuming price increase to 
be zero and multiplying the coefficient of 
real incomes with the assumed growth of 
SDP, real rate of growth was derived. It is 
common knowledge that multicollinearity 
between prices and real incomes in time 
series equation can create serious distortions 
in projections when one of the explanatory 
variables is neutralised. Equally unclear is 
the way the states have been grouped to 
determine the real growth rates of different 
taxes. 

The Seventh Finance Commission also 
followed the usual practice of taking only 
the rates of growth for making projections. 
However, in the devolution of excise duties, 
they assigned 25 per cent weight to a factor 
called ‘revenue equalisation formula*. The 
formula is meant essentially to equalise 
revenue capacities of the states, lly derive the 
revenue capacity, the states* own'tax and 
non-tax revenues per capita were linearly 
regressed on the average per capita income. 
By substituting actual values of per capita 
SDP in the equation, revenue capacity was 
estimated. The distance of per capita revenue 
potential estimated for each state from the 
maximum per capita revenue potential (ad¬ 
justed for population) was assigned 25 per 


cent weight in the tlevulutiortdf ehrise chHks. 
The issue is whether it is appropriate <i) to 
take only per capita SDP of a state as an 
indicator of revenue potential, (ii) to 
presume linearity in the lelationship of per 
capita SDP with tax tcvciiue, and (iii) to 
assume that unexplained variation is entirely 
attributable to tax ellort 

The Fifth Finance Commission, in fact, 
took tax-SDP ratios lo indicate tax effort 
and assigned 10 per cent weight to this fac¬ 
tor in the distribution of union excise duties. 
This, in fact, is also the prevailing practice 
in the Planning Commission. Year after yeai, 
10 per cent of the plan funds according to 
the Gadgil formula are distributed on the 
basis of tax effort calculated by tax-SDP 
ratios. By assuming that per capita SDP is 
the only factor influencing tax revenue and 
that the relationship is pioportional one can 
imagine the amount ol lunds that has been 
denied to the poorer states 

While the official practice thus has been 
to take only per capita SDP in the computa¬ 
tion of taxable capacity or effort, the 
academic literature in this area has not been 
very enlightening either. The regression 
studies on tax effort have merely taken the 
factors such as per capita SDP, proportion 
of urban population and degree of literacy 
and have estimated the equation in either a 
linear or lug-lincar functional form [Reddy, 
1975; Oommen, 1987] By substituting the 
values of explanatory variables in the equa¬ 
tions, taxable capacity was estimated. T hus. 
Ill these studies, clearlv tax effort was taken 
as a residual which was inextricable from the 
random error term. 

An estimation ot ta.xable capacity and 
effort on the basis of the rcprc.sentative tax 
system approach is not without problems 
either. [For studies in the Indian context, see 
Thimmaiah, 1979; ( helliah and Sinha, 
1982.] First is the typical problem of ag¬ 
gregation. The addition of revenue poten¬ 
tial from various taxes does not recognise 
the problem of interdependence between the 
tax bases. Secondly, the wide variations in 
economic characterisiics and diflcrential 


■ ■*' . .' •' ’ 

structdie of uwes—both in the bases as well 
as in the rate structure levied by the sutes 
render the use of simple average effective 
rates for computing taxable capacity 
unrepresentative. It may be mentioned; that 
for example, in the levy of sales tax alone, 
besides the diflerences in the points of levy, 
the nominal rates levied on different com¬ 
modities vary from six in Orissa to as many 
as 19 in Bihar and Gujarat. Meaningful ag¬ 
gregation into commodity groups too is not 
possible for want of satisfactory data on 
commodity-wise sales tax revenues. The third 
type of problem arises from the method 
usually adopted to adjust for non-linearity 
in effective rates. By regressing tax revenues 
on tax base proxies in a non-linear form can, 
lo an extent, lake account of heterogeneity. 
But this results in taking tax effort in the 
residual along with the error term. 

Unfortunately, the normative approach 
has been identified with the particular ex¬ 
ercise of measuring tax potential. It is 
necessary to mention here that the estima¬ 
tion of lax poiential is only one elemeni in 
ihe normative approach. In fact, the nor¬ 
mative approach itself has been marginalis¬ 
ed, with tax devolution and special grants 
a.ssuming over 95 per cent of the weight in 
the transtei .schemes of the Finance Com¬ 
missions. For many of the states, assessing 
revenues and expenditures is only a ritual so 
much so that one is left wondering whether 
the normative approach or any other ap¬ 
proach for that matter is relevant at all to 
the transfer schemes. 

Nevertheless, it was our earnest intention 
to work out a model to estimate tax revenues 
which, though not very sophisticated, would 
be an improvement over the past approa¬ 
ches. It is gratifying that Krishnaji realises 
the difficulties when he says, “modelling in 
this context is not easy and empirical ex¬ 
perimentation of the type that has gone in¬ 
to the FNC model is both necessary and 
welcome". True, this may only be a first step: 
yet even this step had not been taken by the 
eight Finance Commissions and in the seven 
Five-Ycai Plans that have gone by. 
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V M DANDf-KAR (December 17, 1988) 
regards the Yearbook published bv the 
nmiistty ol health and laiiiily welfare, 
govertimenl ol India, as a single primary 
data souice. Actually data pa'sented in the 
Yearbook tome fioin several tndcpendcnl 
sources like (i) Census ol India (for figures 
on population and its classification), 
(ii) Family Wei tare I>epartment (for the ser¬ 
vice statistics relating to family planning 
performance and niaieiiial and child health 
(MCH) data), (lii) ,Samplc Registration Sys¬ 
tem (for estimates of vital rates), and 
(iv) Central Statistical Organisation (for na¬ 
tional income and related data) 

In respon.se to luu suggestion regarding 
the need lot c ■'>mir;;ig the limitations of 
data troin two different sources (birth rales 
given by SRS and service statistics given by 
the family planning department), Dandckar 
claims that he has checked them for iniei 
nal consistency. 1 his is not a question c't in 
ternal consistency but of comparability ot 
data from diflerent sources. Dandekar adds 
the fignres of the births averted per 1,(X)0 
population to the crude birth rate to get an 
estimate of the potential birth rate. Such a 
simple addition ol figures from two indepen¬ 
dent sources may yield misleading results. 

On the basis of annual series of increas¬ 
ing rates ol attrition, Dandekar says that 
“...as the proportion of eligible couples ef¬ 
fectively protected (by sterilisation) increases, 
it begins to obtain diminishing returns 
(p 840). My comments here are limited to 
sterilisation though I did not make it explicit 
in the la.st sentence" (December n, 1988, 
p 2710). While commenting on this state¬ 
ment we had referred to a table (from the 
Yearbook) that gives the age distribution of 
acceptors ol sterilisation lor diffeicni years 
(Tkble F 2.1. p 236 of the Yearbook, 
1986-87). Perhaps, Dandekai has looked at 
a wrong table, since he closes the matter by 
saying that the table does not support our 
statements! 

Wc had raised an objection to Dandekar's 
statement about the diminishing impact 
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mentioned in the previous paragraph. In his 
reply Dandekar has wrongly construed our 
aigumetit. “ Whatever be the rale of at 
tiition, the proportion ot effectively pro¬ 
tected couples at a point of time does not 
incliule couples who go out of the cohort 
due to aging or death of either spouse” Ac¬ 
cording to him. our statement implies that 
a higher rate of attrition does not say 
anything about the age composition of the 
sterilised (p 2710). This is not w'hat we 
meant. We had argued that in a given year, 
the estimate of couples effectively protected 
is arrived at by subtracting attrition and ad¬ 
ding new entrants to the previous year’s 
estimate of effectively protected couples. 
Thus the increase in the propoition of ef¬ 
fectively protected couples in <i go'cn year 
reflects the net effect of accepiaiKi less at¬ 
trition. A net increase in this proport'on im¬ 
plies a larger number of new entrants than 
the number of exits due to aging, etc. New 
entrants enter the age cohort at sterilisation 
while those sterilised many year ago, exit. 
Hence the increase in the proportion of 
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29374 

+ 10 

1984-85 

31494 

+ 7 
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couples protected by sterilisation mukt fitve 
at least a proportionate impact unless new 
entrants get sterilised at such a high age as 
to rai.ve the age composition of protected 
eligible couples compared with the previous 
year. Evidently this possibility is ruled out 
since the figures on age distribution of the 
sterilised do not show such a trend. 

The figures given in the Table also show 
that the impact of contraception on the birth 
rate is not diminishing but proportionate. 
Figures in col 2 and col 5 of the table are 
both taken from Family Welfare Programme 
in India, Yearbook 1986- 87, pp 2S3 and 220. 
Births averted by sterilisation in a given year 
mostly the result of sterilisations in the past 
few years. According to the method of calcu¬ 
lation, sterilisations undergone in a year con¬ 
tribute very little to avertion of births in the 
same year. Hence we may roughly relate a 
given year’s figure in col 3 to next year’s 
figure in col 6 (presented in the same low 
in the table). It should be clear from the table 
that the impact of sterilisation on births 
averted is not at all diminishing. This is 
despite the fact that the percentage of eli¬ 
gible couples protected by sterilisation has 
increased from 8 per cent in 1970-71 to 
26..^ per cent in 1985- 86. 

Dandekar has tried one more way to sup¬ 
port his argument about ‘diminishing 
returns’ in terms of the examination of the 
trend in 'birth rate per 1,000 unprotected 
couples’. Due to wrong interpretation of the 
trend with the u.se^of this index, as explain¬ 
ed in out earlier comment, his conclusions 
are at variance with well known facts. It is 
difficult to agree with Dandekar that in 
terms of proper direction of programme per¬ 
formance, U P belongs to the best category 
and Maharashtra to the worst. 

Dandekar charges us with taking the posi¬ 
tion that no non- demographer should write 
on demographic issues. We did not mean 
this. However, study of an issue as complex 
a.v the fertility impact of the family plann¬ 
ing programme calls for assessment of the 
quality of data and careful analysis of all 
available evidence; using conceptually sound 
methods and accepted terminology. Other¬ 
wise confusion would get confounded. 


1971-72 

15847 

_ 

1972-73 

19573 

+24 

1973-74 

24366 

+24 

1974-75 

24627 

+ 1 

1975-76 

25838 

+ 5 

1976-77 

30676 

+19 

1977-78 

44013 

+43 

1978-79 

43290 

- 2 

1979-89 

42857 

- 1 

1980-81 

43003 

+"1 

1981-82 

43690 

1W2-83 

45867 

+ 5 

1983-84 

50126 

+ 9 

1984-85 

55334 

+10 

1985-86 

59746 

+ 8 


Population Front of Indian Economic 

Development 

Vaijayanti Bhato 
Sanjppvanoo Mulay 


Tabi.i I Number ofCoupi.es Effectively PauTECTED BY Sterilisation AND Births Averted 
BY Sterilisation in Various Years_ 
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l 'HIGH' - 'LOW' DIALECTIC: PEASANT IN 
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' ANOTHER MORVI IN THE MAKING 

« INDUSTRIAL DISASTERS 
AND CRIMINAL LAW 

BIHAR CRISIS: MAKING OF A CM 

METAMORPHOSIS OF LATIN 
AMERICA’S INTELLECTUALS 
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WE SHALL BUILD BAKRESWAR 


39 years have passed since the birth of the Indian Republic. 
And yet, faulty planning and an uneven growth have yielded 
discontent and secessionist tendencies, in various parts of the 
country. 

These trends can be resisted only through a balanced 
regional development. And with that aim in view the Left 
Front Government of West Bengal has been resolute In its 
determination to secure a restructuring of the Centre-State 
relationship. 

Bakreswar Thermal Power Project is a symbol of that firm 
determination. In spite of its being approved for the Seventh Plan 
the Union Government has chosen to withdraw from this project. 
But we are convinced that the people's contribution and toil will 
ultimately see the fruition of this important project. 

Bakreswar Thermal Power Project is not just a Power Project 
as such, it is a representing symbol of the self-respect of the 
people of West Bengal. 

Against all wrongs and discrimination we shall build Bakreswar 
Thermal Power Project. 


Let this be the strident pledge of to-day. 


GOVERNMENT OF WEST BENGAL 

1439-80 
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Growth and Equilibrium 

The competitive market economy is not a picture of tranquillity where 
everyone returns home from the market satisfied that he has got his due 
and joins the game again with the same assured prospect. The economy 
consists of a number of sub-economies engaged in unequal exchange. A 
discussion of three models of equilibrium—the Walras-Cassel model, the 
von Neumann model and the Sraffa model—to explore this reality 
and an attempt to offer a hybrid model of Economic Growth 
and Political Equilibrium. 729 
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Teaching Nepal a lesson 703 

Family Planning At a Dead-End -Bhopal 
Disaster A Fresh Opportunity- 
Naniibian Independence: Fragile, 

Not Dying- Soviet Union Politics 
and Morality 704 


The peasant movement of the 1930s in Orissa profoundly influenced 
Oriya literature. A discussion of the work of five writers, who emerged 
as important social critics as well as portrayers of popular protest, 
brings out a tendency for literature to move ahead of society 
which, though changing, could not keep pace with the writers’ 
ideals, values and vision. 747 
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Paying fur Industrial 
Disastrrs 

The two types of approaches 
which have dominated most of the 
discussion on prevention of 
industrial disasters—the regulatory 
approach and the free market 
approach--arc both fundamentally 
inadequate C'limitial sanctions 
alone offer an effective means of 
ensuring a sense of responsibility 
on the pan of corpoiatc 
functionaries whose decisions 
have the power to jeopardise 
other people’s lives. 711 

Yet another dimen.sion has been 
added to the controversy over the 
ill-conceived Sardar Sarovar 
Project by the serious irregularities 
brought out in the report of the 
Auditor and Comptroller General 
of India in regard to the use of 
inferior materials in construction. 

Is another Morvi disaster, or 
worse, in the making? 714 

What is remarkable about the 
reopening of the Bhopal disaster 
case is that neither the legal 
experts nor the learned judges nor 
the governmenl seem to have 
recognised the jxrssibiliiy of the 
so-callcd settlement arrived at with 
Union Carbide coming in for 
severe criticism and challenge on 
such a wide scale. This exposes 
the government’s contempt for 
people’s opinion and its 
confidence in being able 
to bend the institutions 
of democracy to its 
requirements. 704 

Opium of Patriotism 

The daily exhortations of 
patriotism—through the 
state-controlled media, through 
advertisements and wayside 
hoardings, through interminable 


singing and running for the 
country, through extravaganzas 
and uisavs and centenaries of all 
sorts—not only betoken a certain 
waning of Indian nationalism in 
recent times but also represent 
the ruling classe.s’ attempt to 
exploit the ‘opium of patriotic 
feelings’ in the troubled 
times they face. 723 

The ’Institutional' 
Intellectual 

In Latin America twenty years ago 
it was virtually impossible to 
find a leftist intellectual willing 
to accept financing from 
externally-funded foundations, 
foday it is rare to find a 
researcher connected with any 
established institute who is not 
financed by one of the major or 
minor European or North 
American foundations. 719 

Two Cultures 

The judgment of the Bombay High 
Court in a recent case involving a 
Hindi film brings out the conflict 
between the country’s juridical and 
political infrastructure which is 
capitalistic and Indian society 
which in many areas still 
conforms to pastoral and 
feudal cultural norm.s. '717 

Bihar’s New Regime 

Bihar’s new chief minister made 
his intentions clear soon after 
being sworn in when, talking to 
journalists, he prevaricated when 
asked whether his predecessor’s 
actions against the co-operative 
and coal mafias in the state would 
be followed-up. A conspicuous 
presence at the Chhote Saheb's 
swearing, in was the leader 
of the co-operative mafia 
currently out on bail. 715 






LETTERS TO EDlTXRt 

Abuse of Law 

PEOPLE’S Union for Dcmoaatic Rights 
welcomes the order of Hyderabad 
metropolitan magistrate releasing the 
famdus Telugu poet Vara Vara Rao on bail. 
But it notes with regret that the Andhra 
Pradesh government has not withdrawn any 
ol the charges pending against him, despite 
ssidespread public demand. In a blatant 
abuse oi law the government foisted four 
cases under the Terrorist and Disruptive 
Activities (Prevention) Act. All the cases 
relate to crimes allegedly committed-after he 
went to jail four years ago. 

PUDR also notes with great concern the 
threats to his life which have been repeatedly 
made in the recent past. Such threats can¬ 
not be taken lightly given the prevailing 
atmosphere of violence against political 
disscnteis in Andhra. A number of people 
including tribals, peasants, Naxalites, civil 
liberty activists and even a legislator have 
been killed by state agencies or private 
gangs. PUDR demands that the chief mini¬ 
ster N T Rama Rao should immediately 
assure the security of life for poet Vara 
Vara Rao. 

Ashok Prasad 
PUDR, Delhi HARISH Dhawan 

Reason for Anger 

P A SEBASTIAN’S ‘Khomeini’s Fatwa’ 
(March 4) does not mention the real cause 
of anger or indignation of muslims at large 
at Satanic Perses. Those points were aptly 
discussed earlier by Rafiq Zakeria in IHus- 
trated Weekly of India-. (1) The prostitutes 
in the tent have the names of Prophet 
Mohammed. (2) The tennin which the pro¬ 
stitutes carry on their flesh business is in fact 
Kaaba, the holiest Muslim shrine towards 
which all Muslims fate when offering 
prayers five times a day. (3) The customer 
line up in front of the tent for their turn to 
go inside to the prostitutes. But neither do 
the customers like to sund in queue for 
being detected by the public; so they go 
round and round the tent, an analogy to the 
annual Haj when millions of Muslims all 
over the world go to Mecca and perform Haj 
by going round Kaaba. It is an oblique 
reference to the shakti cult where the power 
of the entire universe is confined in the 
vagina of a woman, hence, the worship of, 
yoni (vagina). This may be acceptable 
to many Indians but not to Muslims. 
(4) Chapter S of the book is entitled 
‘Mahound’. Accoridng to old l^nglish dic¬ 
tionaries Mahound is equal to Mohammed. 
What is Mahound? Hound is a type of dog 
in English usage. ’M-a’ are the first two 
letters of Mahamet, the Turkish way of spel¬ 
ling Mohammed. The Christian world of 
Europe of bygone days referred to Prophet 
of Islam as Mahommed. 
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Now it should be clear why Muslims are 
angry with the produced by this Satan 
and financed by Viking-Penguin. It is not 
the freedom of speech which is the real issue, 
otherwise Margaret Thatcher would not 
demand to ban Spycatcher in Britain. 

Calcutta ABDUt Quasem 

Doctor Needs Help 

RAN JIT GHOSH, a young 34-year old 
philanthropic physician from Andul Mouri, 
West Bengal has been suffering from acute 
myeloid leukaemia, commonly known as 
blood cancer, since last December. He is 
undergoing chemotherapy treatment at Tata 
Memorial Hospiul in ^mbay. His final 
course of chemotherapy is to be completed 
by mid-April. As per physicians’ advice he 
should undergo bone-marrow transplanta¬ 
tion to achieve permanent lifelong cure. As 
is well known the treatment of leukaemia is 
very costly amounting to one lakh rupees. 
Bone-marrow transplant is still more costly 
and amounts to ten lakhs of rupees in 
England, and slightly less in Israel. Foi such 
a young and social-work-oriented doctor like 
Ghosh who has been an activist and a 
national medical practitioner throughout his 
career, it is quite impossible to bear the cost 
of treatment. So far the Dr Kotnis Memorial 
Committee and friends and sympathisers 
have come forward with help to continue the 
treatment. The financial requirements for 
bone-marrow transplant however, are far 
greater. So we appeal to readers to donate 
generously to help the young physician to 
complete the treatment and get back to an 
active life, in pursuit of humanitarian goals. 
The address for communication/sending 
MOs, cheque, bank draft, etc, is Dr Debasis 
Bakshi/Dr Mrigen Gantdt, C/o Atal Phar¬ 
macy, 285, Vivekananda Road, Calcutta-7(X) 
006. A/c payee cheques/drafts should be 
drawn in favour of *C^ Ranajit Ghosh T)eat- 
ment Fund'. 

Calcutta Chandan Mitra 

False Dichotomies 

SOME comments in the article on the anti¬ 
dam movement \EPW, February 18] call for 
a rejoinder. The movement being conducted 
under the aegis of the Narmada Dharan 
Grast Samithi and the Narmada Ohati Nav 
Nirman Samithi is primarily an agitation of 
the oustees for securing their right to 
livelihood. Consequently, the movement is 
also against the present industry-centred 
developmental paradigm of which such 
dams and the resultant displacement are a 
virulent manifestation. 

Profitability of industries, especially con¬ 
struction industries depends on the avail¬ 
ability of cheap labour. All over the coun¬ 
try on all construction sites one will And 


labourers being exploited mercilessly. It is 
useless lamenting that unionising these 
workers is next to impossible because there 
are other subservient workers who are ready 
to take their plate. One must enquire into 
the reasons why this is so. It is the present 
developmental paradigm with its overwhelm¬ 
ing emphasis on urban-industrial growth 
that is at the root of this problem. The once 
self-sustaining village economy has been 
shattered and there is a lack of even sub¬ 
sistence employment in the villages. There 
is thus a vast surplus labour pool which is 
exploited by the industrialist employers. 

We have to understand that the present 
technology-crazy consumerist culture is un¬ 
sustainable and we have to seek an alter¬ 
native developmental course Even though 
in the short term economistic unionism can 
secure wage increases it cannot ensure a 
long-term security as any survey of industrial 
disputes will reveal. Under the circumstances 
creating false dichotomies such as the ‘red 
and green divide’ only serves to confuse the 
exploited mas.ses. As hings stand a few hun¬ 
dred workers jobs are opposed to the 
livelihood of thousands of oustees. Which 
path is better, that of maintaining the pre¬ 
sent system and dispossessing thousands of 
people or moving towards a more self-reliant 
village economy that will reduce the surplus 
labour pool and thus make industrial 
labourers more secure? We have to shed 
ideological straitjackets and colours in 
search of a more humane social order. 

Rahul 
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Teaching Nepal a Lesson 


T he government of India’s rejection of Nepal’s plea for 
a renewal of the two treaties on trade and transit on 
a separate basis (as opposed to India’s insist«ice on a single 
unifled treaty covering both) is yet another example of how 
the ’big brother’ in the sub-continent can twist the arms of 
its smaller neighbours. Accustomed to treat Nepal as a sub¬ 
ject in its sphere of control. New Delhi has taken umbrage 
at some recent gestures of Kathmandu’s. Nepal has been 
complaining for quite some time about the increasing trade 
deficit with India (running to more than Rs 300 crore every 
year) and asking India to introduce a reasonable balance 
between exports and imports. Nepal has imposed a ban on 
the presoice of Indians in a 10-kilometre belt along its border 
with China. It has introduced a system of work permits for 
Indians employed in Nepal. What is an even worse crime 
in the eyes of the South Bloc bureaucrats is Nepal’s plan 
to buy anti-aircraft guns from China, which has led New 
Delhi to give a veiled warning by indicating to Kathmandu 
India’s “concerns at the acquisition of arms without 
apparent reason’’. New Delhi seems to forget that Nepal is 
not one of the states in the Indian union, and is not bound 
to seek India’s permission or give reasons for taking 
decisions that may suit its own foreign policy. 

The government of India has rdaliated by imposing a vir¬ 
tual trade embargo on Nepal. Being a land-locked country, 
Nepal has to depend on India for the transit of its trade in 
goods—much of which is imported from India. By closing 
down 13 of the 15 transit points along the border with Nepal, 
India has made it difflcult for the Nepal government to 
transport essential commodities even within Nepal, par¬ 
ticularly to the far-flung regions. Because of the poor road 
conditions and transport facilities within Nepal, food and 
other items to these distant regions have to be routed throu^ 
Indian territory. 

The end of the two trade and transit treaties between the 
two countries has been followed by the expiry of a ’products 
exchange agreement* between the NOC (Nej^ Oil Corpora¬ 
tion) and the IOC (Indian Oil Corporation). Under the 
agreement, India imported on behalf of Nepal, petroleum 
products from abroad with foreign currency paid to India 
by Nepal. In exchange, India offered Nepal petrol, furnace 
oil, LPG and other commodities that were required by it. 
In 1987-88, Nepal had spent over $ 20 million in importing 
kerosene and diesel from countries such as Kuwait and Saudi 
Arabia through India, besides paying service charges to IOC. 


With the refusal of IOC to extend the agreement, Nepal is 
now facing a fuel crisis. 

Contrary to the press reports in our country, which have 
generally blamed Nepal for not initiating negotiations with 
India before the expiry of the trade and transit treaties, 
Nepal did have a meeting with the Indian government in 
Delhi in October last when the commerce secretaries of the 
two governments met and prepared a new draft to renew 
the trade treaty, which had then been initialled by the two 
officials and only needed to be formalised at a future 
meeting in Kathmandu where the Indian union minister of 
commerce had been invited. But before this meeting could 
take place, New Delhi abruptly informed Kathmandu of the 
termination of the two treaties on their expiry on March 1 
with all the inevitable implications for Nepal that this 
involved. 

It seems that the entire exerci.se by New Delhi is aimed 
at teaching Nepal a lesson for daring to depart from its ex¬ 
pected role as a satellite state of India. Nepal, in following 
its policy of industrialisation, is choosing its own priorities 
and new trade partners who would suit its requirements and, 
in the process, might be suspected of moving away from its 
old ally on whom it depended—India. Naturally, Indian 
traders and businessmen who have hitherto had a free run 
of that country stand to lose some of their special privileges. 
Instead of being totally obsessed with protecting these 
privileges. New Delhi should realise that like in the rest of 
the world, the situation in its sub-continental neighbouring 
countries is also changing. It cannot—and should not— 
subscribe to the doctrine enunciated by Jawaharlal Nehru 
in the early 19S0s in his larger-than-life dreams of arbitrating 
over the desstiny of south Asia. The Left and liberal politi¬ 
cians and intellectuals in this country who go ga ga over the 
so-called Nehruvian tradition, should not forget Nehru’s 
blunt exposition of the doctrine of ‘limited sovereignty’ for 
India’s smaller neighbouring states, when, while speaking 
in the Indian parliament on December 6, 1950, he declared 
with specific reference to Nepal; "... much as we appreciate 
the independence of Nepal, we cannot allow anything to go 
wrong in Nepal... This was followed by increasing Indian 
domination over Nepal’s economy, to the extent of making 
it solely dependent on India for its essential supplies. Today, 
as Nepal is trying to prise itself loose from this stranglehold, 
it is no wonder that the Indian government is trying its best 
to manipulate the old strings that tie Nepal to India. 
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At a Dead-End 

HAVING spent more than Rs 640 crore 
up to the Sixth Plan on population control 
and after decades of setting family plan¬ 
ning targets the government of India 
seems to have been at last forced to 
acknowledge what it now terms the 
‘failure’ of the family planning pro¬ 
gramme. There is much lamentation about 
the shortcomings of one of the most 
prestigious of government programmes. 
Recently the Public Accounts Committee 
in its 139th report on the family welfare 
programme has come down heavily on the 
government for its failure to bring down 
birth rates. The committee is perplexed 
why the birth rate should have remained 
stationary at 33 per thousand since 1977 
even though the programme each year 
claims to have fulfilled targets. The report 
indicates three main directions for polic 7 
change; one, a uniform national strategy 
is inappropriate, as demonstrated by the 
chronic failure in the poorly performing 
states; two, the age structure has chang¬ 
ed over the years such that the target 
population (that is those unprotected and 
in the child-bearing age) is now younger 
which in turn would point to more exten¬ 
sive use of spacing methods; and third, an 
adequate machinery and closer inter¬ 
sectoral linkages need to be established to 
co-ordinate the various socio-economic 
programmes. 

The RAC’s suggestions are, of course, 
nothing new. For several years now the 
ministry has it.self been aware, for in¬ 
stance, of the changing age structure and 
its implications for the programme. In 
response, attempts have been made to cm- 
phuise the spacing methods. Several pro¬ 
blems have been encountered. Firstly, 
spacing methods are either mechanical 
aids such as condoms or diaphragms or 
hormonal methods. Although the pro¬ 
gramme consistently reports a high rate 
of distribution of condoms, there is no 
way of ensuring that they are in fact used. 
And diaphragms have never been vigo¬ 
rously propagated so much so that there 
are reported to be old stocks lying in most 
depots. That leaves only the hormonal 
aids. It is these that the government has 
been trying hard to push, either in the 
form of long-acting injections or the ‘pill’, 
such as Mala-D. Some time back, much 
to the consternation of social and health 
activists, the government allowed private 
companies to distribute these. This has 
not, however, proved very successful—and 
not surprisingly. Hormonal methods can¬ 
not be used by every woman, because 
there are several contra-indications. 


Moreover, there is need for medical 
follow-up which even the government’s 
own guidelines prescribe. The fact that the 
concept of social marketing of the pill has 
not taken off should be a clear enough 
indication of the incidence of pill-induced 
morbidity. That the administering of 
hormones, for whatever reason, in a 
regular pattern causes adverse short and 
long-term effects is something the govern¬ 
ment simply refuses to acknowledge. 
Against this background the government’s 
claim that it has exceeded the target for 
distribution of Mala-N (similar to Mala-D) 
in 1988-89 may be correct, but it docs not 
indicate the widespread usage of the pills. 
Also, even supposing all the pills distri¬ 
buted have been used,the proportion of 
pill-acceptors to total acceptors is hardly 
significant enough (it was only 3.7 per 
cent in 1984-85) to make an impact on the 
birth rate. 

Another problem with stressing spacing 
methods is that it is harder to motivate 
couples and follow them up. Unlike in 
sterilisation the health worker or doctor 
has to constantly keep track of whether 
the acceptors continue to use the method 
or not. Given the goal-orientation of the 
programme and the pressure to fulfil 
targets, it becomes far easier for health 
workers to ‘persuade’ couples to go in for 
terminal methods rather than spacing 
methods. 

The family planning programme thus 
finds itself at quite a dead end today. Or 
rather it has come up inevitably against 
the fact that the ‘problem’ of population 
cannot be solved only by medical means 
and high profile campaigns or even by 
offering incentives and disincentives. The 
‘problem’, if it is to be defined that way 
at all, is rooted in the socio-political situa¬ 
tion. Its resolution lies in flindamental 
societal change; in terms of empowerment 
of the masses. And in that context there 
should begin sustained and planned 
research on fertility control methods 
which are completely safe and effective. 


BHOPAL DISASTER 

A Fresh Opportunity 

THERE is a sense of d^a vu about the 
recent devdopments relating to Bhopal 
disaster. The mass of legalities which have 
now come up for discussion first surfaced. 
three years aga It is a sad reflection on 
both the legislative process and the l^al 
system that these issues were effectiiiely 
diffused at that time. That the Suineme 
Court did not take note of the legal com¬ 
plexities, especially the question of the 
validity of the Bhopal RdUef Act, even 
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had been filed as early as 1986 is indeed 
surprising. What is unexpected is not that 
the UCC should now declare that it will 
have nothing to do with the reopening of 
the issue which it believes has bMn signed 
and sealed, but that neither the legal 
experts nor the learned judges nor even 
the government of India seem to have 
recognised the possibility of the settlement 
coming in for severe criticism and chal¬ 
lenge on such a large scale. It exposes in 
the government a tremendous disregard 
for people’s opinion and a confidence in 
being able to bend the institutions of 
democracy to its preferred line. 

Against this background the Supreme 
Court’s ruling late this week that the UCC 
cannot opt out of the case is significant. 
The TOmpany!s plea that any change in the 
Supreme Court's order would amount to 
‘breach of faith’ against the ‘international 
comity’ has been rejected by the Supreme 
Court. The constitution bench has 
ordered the UCC to submit records of all 
the offers it had received at all stages and 
file an affidavit that at no stage had an 
offer of more than $ 470 million been 
made to the government. This, Justice 
E S Venkataramaiah states, was necessary 
to “clear this court’’. The UCC had earlier 
submitted that one of the petitioners had 
in fact gone to court urging the govern¬ 
ment to accept an offer of $ 100 million. 


The proceedings in the Supreme Court 
are significant for another reason. This is 
the first time that the government of India 
is in the dock as well. In challenging the 
government’s right to represent the victims 
of the disaster, Bhopal activists have paved 
the way for a Ml disclosure of the govern¬ 
ment’s actions. 

It is, for instance, well known that the 
process of assessing claims has been in a 
mess. Activist groups have alleged that 
claimants are not being administered the 
three required tests: the exercise tolerance 
test, the nerve conduction test and the test 
to assess damage to the immune system. 
Even the pulmonary test is reportedly 
being-conducted only selectively. Doctors 
who have been engaged for the purpose 
on a daily wage of Rs KX) have bem asked 
to check 20 to 25 claims per day. 

It is hardly possible in the circum¬ 
stances to arrive at a reasonable estimate 
of damage. So far there has been no clear 
explanation as to how the government of 
India has arrived at the stated figure- 
other than, that is, as a result of long 
drawn out haggling. After all if the 
government had an adequate idea of the 
damage then there would have been no 
question of settling for a lower figure. 



fliAillln^'<^i^^(»tifrt ^ also 
presenu a chaHew once again to the 
number of Bhopal activists’ groups to 
come together to formulate a common 
strategy. If this does not happen then there 
is the danger that the government of 
India, now vulnerable, will attempt to play 
one against the other to the detriment of 
the victims. In fact, the attorney general’s 
reported query in court as to who among 
the 25 associations before the court really 
represented the victims is both distasteful 
and ominous. Whatever the differences 
among the organisations about the manner 
in which the victims should be compen¬ 
sated or the amount of the compensation, 
there is no question of their sincerity or 
the tremendous work they have put in 
during these three years on behalf of the 
victims of Union Carbide when every in¬ 
stitution of the government has miserably 
defaulted. 

NAMIBIAN INDEPENDENCE 

Fragile, Not Dying 

THE long and thorny road to Namibian 
independence has run into yet another 
bad patch. Even before independence and 
the arrival of the troops to monitor the 
transfer of power was a day old, hostilities 
broke out again between the South 
African forces and the SWAPO troops. 
While the events point to the fragility of 
the situation there are several reasons why 
it can hardly be regarded as being a mor¬ 
tal threat to Namibia’s independence. 

The agreement which was signed last 
December came about through prolong- 
c^l tripartite talks under UN auspices bet¬ 
ween South Africa, Angola and Cuba. In 
essence the accord provided for South 
Africa granting independence to Namibia 
in return for the withdrawal of Cuban 
troops from Angola. A United Nations 
'IVansitional Assistance Croup (UNTAG) 
was to oversee the process and ensure the 
ceasefire between South African troops 
and the SWAPO forces who have been 
waging their war of indqwndence for 
more tlum two decades. South Africa has 
been administering Namil^ since 1920. 
In 1978 the UN passed Resolution 43S 
under whidi South Africa was to grant in¬ 
dependence to Namibia. But neither the 
UN nor the superpowers involved direct¬ 
ly and indiiectly in the region put pressure 
on South Africa. They were dso not 
themselves wiDing to give up their spheres 
of influence in the region to press for com¬ 
pliance with the UN resolution. 

The changing patterns of geopolitics in 
the last five years. South Africa’s realisa¬ 
tion that the Angplan engagement was 


costly nnd endless i^ lhe UN's patient 
mediation set the ground for the tripar¬ 
tite talks which, despite breaking down 
several times, continued to Anally end in 
a compromise solution. The package in¬ 
cluded a phased withdrawal of the 50,000 
Cuban troops from Angola, a UN 
monitored seven-month transition to elec¬ 
tions in November this year, disbanding 
of the South-West African Tfcrritory Force 
formed by South Africa to fight SWAI*0, 
scrapping of all racial laws in Namibia 
and release of all political prisoners held 
by SWAPO and ^uth Africa. 

The major sticking point was, not sur¬ 
prisingly, the holding of ‘free and fair’ 
elections. There are few observers who 
doubt SWAPO will win the elections and 
this is not exaaly what South Africa 
would be looking forward ta Nor for that 
matter would it be welcomed unreserved¬ 
ly by the western countries who have min¬ 
ing interests in the mineral-rich country. 
Having been forced to concede on the 
issue of the elections South Africa may 
well try to renege on the accord by every 
means. Moreover, the signing of the ac¬ 
cord is seen by sections in South Africa 
as giving away too much. It has been 
reported, for instance, that the recent out¬ 
break of hostilities was not government- 
ordered but was masterminded by the 
military. Also, South Africa has been in¬ 
sisting on the voting age being 21 which 
SWAPO activists fear would effectively 
reduce electoral support for the organisa¬ 
tion which has a strong base among the 
youth. 

The Pretoria govenunent, however, has 
little to gain and much to lose by sustain¬ 
ing military tensions to sabotage the ac¬ 
cord. The accord allows it to get itself out 
of a costly war, but at the same time re¬ 
tain considerable influence in Namibian 
economy and politics. 

One outcome of the recent violence has 
been the assurance by the African Na¬ 
tional Congress that it would close down 
its training bases in Angola so as not to 
allow South Africa to use them as an ex¬ 
cuse for breaking the truce. While this 
would afleo the ANCs iteration against 
apartheid since it has virtually no bases 
in the region now, it will certainly be a 
boost to the process of Namibia gaining 
independence: SWAPO is also reported to 
have made contact with the mining MNCs 
now operating in Namibia and has at¬ 
tempted to reassure the white population, 
taking a lesson no doubt from Mozambi¬ 
que's experience when several of its essen¬ 
tial services were left without personnel 
because of the exodus of the white 
population from the country. Establishing 


economy’, which SWAPO is mw' 
promldng, poses several problems for any 
third world country especially a country 
with such rich natural resources as 
Namibia and which depends on South 
Africa for its major ocean outlets and in 
various other ways. 

SOVIET UNION 

Politics and Morality 

ALEXANDER BOVIN, political analyst 
of Izvestia, organ of the Soviet govern¬ 
ment, and regarded as a member of 
Mikhail Gorbachev’s think-tank, has writ¬ 
ten in a recent issue of an internationally 
circulated Soviet weekly that he felt 
ashamed that Moscow found it possible 
to keep silent about Ayatollah Khomeini's 
death sentence on Salmon Rushdie and 
his declaration of a reward of five million 
dollars for the execution of the sentence. 
Bovin of course does not condone 
Rushdie’s action. While conceding that 
“one should not hurt the feelings of 
believers—that is an axiom of a civilised 
society’’, he at the same time firmly 
asserts, “but insulting someone’s faith 
does not give one the right to take the life 
of the guilty author. This is another ax¬ 
iom. First books are burned, then people. 
This is the lesson of the Dark Ages!’ 

While hailing ‘the decisive rebuff and 
moral indignation with which Khomeini's 
edicts have been met by “public opinion 
and government circles in many coun¬ 
tries”, Bovin is sad that “this can’t be said 
about our government”. “T) keep silent”, 
he concludes, “however weighty the 
political reasons for this silence are, means 
to surrender one’s humaneness and to ex¬ 
change moral values for political small 
change”. 

As an example of glasnost, Bovin’s 
strictures are quite striking, but one has 
to question his arbitrary counter¬ 
positioning of ‘weighty political reasons’ 
and 'moral values’. This is precisely where 
Gorbachev and his think-tank seem to be 
going astray. Really speaking, there need 
not be any asymmetry between correct 
politics and morality. It is only when, to 
use Bovin’s own words, “transient, narrow 
interests of a certain state, social group or 
community” outweigh principled politics 
that contradictions between them arise 
(emphasis added). 

Specifically, in the present instance, 
concessions to the medieval political con¬ 
duct of Iran’s ‘fundamentalist’ theocratic 
rulers are not only opposed to moral and 
human values, but are also contrary to the 
long-term political interests of Soviet 
society as well. 


Jcmqdn and Battical Wsekiv Anrilg. 1989 


705 



BUSINESS 


EDIBLE OILS 

Playing Politics 

THE recent ministerial pronouncements 
relating to the emerging edible oils 
scenario betray lack of proper perception 
and confused thinking and it is difficult 
to resist the feeling that the government 
is playing politics rather than earnestly 
pursuing effective implementation of its 
integrated policy for oilseeds/oils announ¬ 
ced on January 5. With the ministries of 
agriculture and civil supplies holding 
divergent views on the highly sensitive key 
issue of prices—the former ostensibly 
championing the cause of farmers and the 
latter claiming to serve the interests of 
consumers—it has become difficult to 
'push ahead with a bold plan of action to 
achieve the laudable objectives spelt out 
in the integrated policy. 

What is one to make of the union 
minister of state for food and civil sup¬ 
plies Sukh Ram’s statement in the Lok 
Sabha on March 29 that the prices of 
edible oils have shown a falling trend in 
recent months? Apparently, the minister 
is clearly ill-informed. For ^ible oil prices 
have not been displaying a declining trend. 
While prices have been fluctuating rather 
erratically, the mid-February lows have 
not been seen again. The ruling prices in 
Bombay are appreciably higher than the 
February lows. Groundnut oil is up by 9.5 
per cent, cottonseed oil by 10.5 per cent, 
sesame oil by 19.4 per cent, kardi oil by 
8.8 per cent, edible grade rice bran oil by 
6.7 per cent, refined soyabean oil by 5 per 
cent and refined rapese^/mustardseed oil 
by 4.4 per cent. 

While one does not expect a minister 
to be uptodate on facts all the time one 
certainly expects him to acquaint himself 
fully with the facts before making an im¬ 
portant statement in parliament. It ill 
becomes a minister to make a statement 
which cannot bear even casual scrutiny. 

Only six days earlier the civil supplies 
ministry had issued a press release stating 
that manufacturers and packers of popular 
brands of edible oils had voluntarily 
reduced the prices of certain varieties of 
edible oils (groundnut oil, maize corn oil 
and mustard oil) by 50 paise to R$ 1.50 
per kg. The decision to reduce prices 
was taken at a meeting held under the 
chairmanship of Sukh Ram with a view 
to “maintaining the prices of consumer 
packs of raw and refined oils at reasonable 
level”. The official release also stated that 
the government was keeping a close watch 
on the price trend and availability of 
edible oils including vanaspati and “will 


take appropriate remedial measures who¬ 
ever considered necessary”. 

Obviously, the proposed reductions in 
prices in response to an appeal by the 
ministry of food and dvil supplies could 
only be from the prices prevailing on the 
day the decision was taken. But that 
makes hardly any sense. For there is no 
control over edible oil prices and these 
prices are known to fluctuate on a day- 
to-day basis, reflecting changes in the 
demand-supply equation caused by 
various factors not all of which can be 
easily identified. 

That the civil supplies ministry should 
have deemed it necessary to convene a 
meeting of manufacturers and packers of 
popular brands of edible oils to effect a 
‘voluntary’ cut in prices accords ill with 
Sukh Ri^’s subsequent statement in 
parliament on the “falling trend in recent 
months”. It is also pertinent to ask why 
the minister should at all be bothered 
about the prices of popular brands which 
are consumed largely by the relatively 
affluent consumers. On the other hand, 
the large majority of people use ground¬ 
nut oil in unrefined form procured from 
small retail outlets. 

By far the most ominous aspect of the 
civil supplies minister’s approach to the 
issue of edible oil prices is that it runs 
counter to what is sought to be achieved 
under the integrated policy which stigu- 
lates that the “wholesale prices of ground¬ 
nut and mustard oils would be allowed to 
fluctuate only between Rs 20,000 and 
Rs 25,000 a tonne”. Whether the price 
band stipulated under the integrated 
policy is realistic in the context of the 
substantially improved indigenous supply 
of edible oik is an issue on which opinion 
is bound to be sharply divided. Reconcil¬ 
ing conflicting interests of producers and 
consumers by operating the price mecha¬ 
nism is always a tough job. But the free 
interplay of market forces also can have 
far-reaching implications for both pro¬ 
ducers and consumers. 

One cannot find much fault with the 
‘integrated policy* which aims at accelera¬ 
ting the move towards self-reliance by 
helping growers without unduly hurting 
consumers. The policy ingredients have 
been very thoughtfully spelt out. What is 
needed is bold acUon and not mere words. 
And that is where the rub lies. The policy 
statement has not been properly sup¬ 
ported by the requisite action. 

Three months have gone by since the 
announcement of the inti^ted policy. 
Nearly two-thirds of the mitjor kharif 
groundnut crop has also been marketed. 


But edible oil prices are still ruling well 
below the minimum price envisaged under 
the policy. The continuing wide gap bet¬ 
ween the minimum wholesale price for 
groundnut and mustard oil envisaged 
under the policy and the prevailing market 
prices—about Rs 1,500 per tonne in the 
case of groundnut oil and about Rs 3,000 
in respect of mustard oil—reflects poorly 
on the organisational infrastructure 
designed to support the policy initiatives. 

Apparently perturbed by the prospect 
of edible oil prices drifting lower under 
pressure of the bumper rapeseed/mustard- 
seed crop supplies, the union agriculture 
ministry felt obliged to issue on Match 31 
a press release stating that the concern 
expressed in various quarters that oilseeds 
farmers, particularly those growing 
rapeseed/mustard and groundnut, may 
not get proper price on account of excel¬ 
lent crop is misleading. Listing the various 
steps taken by the government to assure 
‘reasonable prices’ to farmers, the official 
release claims that NAFED has opened 
hundreds of purchase centres in all 
oilseeds growing areas in collaboration 
with the state marketing federations and 
that these purchase centres have been 
instructed to buy at the declared support 
prices (Rs 460 per quintal for mustairiseed 
and Rs 430 per quintal for groundnut in 
shell) any quantity of oilseeds brought by 
farmers. 

All this sounds very plausible. But the 
fact remains that the ‘reasonable prices’ 
referred to in the press release are not the 
same as the minimum price (Rs 20.000 a 
tonne) envisaged under the integrated 
policy. Price support operations mean 
precious little since the ruling market 
prices are well above these levels. Support 
prices cannot be equated with the ‘incen¬ 
tive prices’ prescribe under the integrated 
policy. 

The way the NDDB recently effected oil 
purchases in the major consuming centres 
is highly questionable. It is true that this 
imparted some strength to the market. But 
it is the trader rather than the oilseed 
grower who stands to gain from such 
operations. The farming community can 
benefit only if purchases are carried out 
in the major producing centres. If the 
government is earnest about implement¬ 
ing the price band of Rs 2O,0CI0/Rs 25,000 
a tonne for groundnut oil and mustard oil 
specifically mentioned.in the integrated 
policy, procurement operations will need 
to be carried out at the ruling market 
prices on a massive scale It is quite likely 
that in the process the governmem is able 
to build up a sizeable buffer stock of 
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the number of units went dwn 


’ffiNTY Yi£iR§ ^ 


found it necessary to plead for permission, 
to use mustard oil after the expiry of the 
initial time limit speaks of the govern¬ 
ment’s ad hoc approach even under con¬ 
ditions of easy availability, with prices 
ruling well below the minimum stipulated 
under the integrated policy. 

INDIAN VENTURES ABROAD 

Belied Expectations 

THERE were 179 Indian joint ventures 
abroad as on December 31, 1988, accord¬ 
ing to the annual report of the ministry 
of commerce for 1988-89; of'them 152 
were in operation and 27 were at different 
stages of implementation. The total 
Indian equity in the 152 joint ventures 
which were in operation was about 
Rs 96.78 crore (including bonus shares). 
The approved Indian equity of the joint 
ventures under implementation was 
Rs 16.79 crore. 

The Indian joint ventures abroad cover 
a fairly wide spectrum of activities in the 
manufacturing and non-manufacturing 
fields. Of the 152 joint ventures in opera¬ 
tion, 94 (62 per cent) are in the manufac¬ 
turing and 58 (38 per cent) in the non¬ 
manufacturing sector. The Helds in which 
Indian entrepreneurs have set up manu¬ 
facturing companies abroad and have 
acquired a certain degree of capability to 
compete in the international technology 
market are light engineering, chemicals 
and pharmaceuticals, textiles and allied 
products, iron and steel, leather and 
rubber products, commercial vehicles, 
oilseeds crushing and palm oil refining, 
food products (including soft drinks), 
pulp and paper, glass and glass pro¬ 
ducts, etc The non-manufacturing acti¬ 
vities include hotels and resUurants, 
trading and marketing, consultancy, 
engineering and construction. 

The joint ventures are dispersed over 37 
countries. Over 80 per cent of the opera¬ 
ting joint ventures ate concentrated in 11 
countries, viz, Malaysia (17), Sri Lanka 
(16), UK and Nigeria (13 each), Sngapore 
(12), Indonoia (11), Thailand (9), Kenya 
and Nepal (8 each) and UAE and the US 
(7 each). 

Commerce ministry reports appear of 
late to have dispensed with the practice of 
giving comparative data for past years; 
even the inevious year's figures are not 
mentioned. From the ministry’s annual 
report for 1M7-88, it is seen that as on 
December 31,1987, there were 182 Indian 
^nt vemuies abroad of which 1S8 were 
in operation and 24 were at different 


in 1988. 

The ministry’s latest report is also silent 
on the number of appn^s granted for 
joint ventures abroad, their mortafity 
rate, etc. However, in an earlier annual 
report for 1985-86 it was stated that 497 
proposals had been cleared by the govern¬ 
ment upto December 31,1984. Evidently, 
the mortality rate of thex ventures is over 
50 per cent. 

The highest mortality is evidently at the 
implementation suge. This is attributable 
to lack of proper planning and the entre¬ 
preneurs deciding at a later stage not to 
proceed with the original plans. The high 
mortality of approved Indian projects 
gives adverse publicity to India. Since 
most of our joint ventures are in the 
developing countries, they are looked 
upon a.s an indicator of India’s industrial 
sophistication. There has been substantial 
diversification of India’s industrial bax 
over the past three decades. However, in 
relation to the potential that exists the pro¬ 
gress of the country’s joint ventures 
abroad is far from satisfactory. 

The joint ventures were once viewed as 
an important instrument of export pro¬ 
motion. They could, it was thought, pave 
the way for promoting esqrorts of engi¬ 
neering goods in the highly competitive 
world markets. The joint ventures could 
also provide an opportunity to boost the 
country’s foreign exchange earnings 
through repatriation of profit and capital 
over Uma However, the high mortidity 
rate of the joint ventures and the dismid 
performance of thow in opnation have 
belied these oqrecutions. According to the 
figures given in the latest commerce 
rm'nistry report, the additional exports 
generated through joint ventures up to the 
end. of 1988 amounted to only Rs 220.69 
crore; total dividends to Rs 17.M crore and 
other repatriation to Rs 48.28 crore. 

One of tiM reasons for the poor perfor¬ 
mance of the joint ventures is said .to be 
their unecohomic size In most of the 
operating joint ventures, India’s share¬ 
holding is less than SO per cent and the 
value of investments less than Rs SO lakh. 
In nuuiy cases it is as low as Rs 5 to 
lOiakh. 

Joint ventures established abroad are 
given approvals under section 27 of the 
Foreign Exchange Regulation Act 1973 by 
an inter-ministerial committee headed ty 
an additional secretary in the ministry of 
commerce: There is an imperative need to 
strengthen this committee to ensure 
proper appraisal of proposals. There 
should also be penalty clauses for non- 
implementation or non-performance of 
the projects. 


-dEPH', April 5, 1969 

Developments in Ifclensaiui may be con¬ 
sidered from different viewpoints. They may 
be viewed, and not entirely fanciftiUy, as a 
determined attempt by the opponents of the 
Andhm chief minister to oust him.. .Another 
aspect of the politics of the THengana situa¬ 
tion is the attempt by Congress leaders from 
the region to consolidate their power and in¬ 
fluence. . .Then there is the economic aspect 
of the agitation which has received the most 
prominence. The state government has been 
accused of neglecting Iblengana and not 
adhering to the 'gentlemen's agreement’ of 
1956, thereby depriving Iblengana of its due 
share of public expenditure and government 
jobs. The buying up of agricultural land in 
Ibloigana, on a large scale according to 
reports, by people from coastal Andhra has 
given an to the sente of deprivation. In 
either case, however, it is not the poorest sec¬ 
tions of the community among whom the feel- 
ing of injustice is the strongest; it is the 
cultivating landholder who resents the intru¬ 
sion of the more dynamic Andhra farmer and 
the urban middle dass which bemoans the lots 
of government jobs. 

.. .the agitation, which began by pressing 
Telengana's claim for more government jobs 
and more public expenditure... bat now turn¬ 
ed to demands for Autonomy' and even 
separate statehood, represents basically the 
failure of the political system.. .There ate 
many, including some political scientists, who 
believe that break-up of the existing states in¬ 
to snuller units would ward off the threat to 
national unity stonming from the demands of 
big statet for more powers at the expense of 
the centre... In a dmocratk system, central 
power is, so to say, built from bottom up and 
if the aggregation process bieaks down at the 
state level, so that sutes have to be broken up 
into smaller units in order to be politically 
viable; it is problematic that there vdll emerge 
a viable central power. 

WWW 

Government is once again in a quandary 
over what iu attitude to foidgn collaboration, 
and to the terms on which it may be brought, 
should be... India is today in a stronger 
bargaining position than she was 20 years ago 
and she is placed to draw for knowhow on a 
wider group of countries, including the USSR 
and the east European countries. 

In the new guidelines adopted for foreign 
Mllaboration, the government has tried, 
however, to accommodate all these am- 
bivalenMS towards foreign collaboration. 
Foreign collaboration is to be allowed where 
the technology to be imported is highly 
sophisticated, or, where th«e is scope for ex¬ 
port promotion. On the other hand, where 
there is adequate capacity in an industry or 
where the existence of existing units might be 
jeopardised, foreign collaboraticHi has to be 
scrutinised mote carefully. Significantly, the 
CSIR has been given a place on the Fsieign 
Investment Board, no doubt to plactne the lob- 
' by of this new vested interest. Now, govern¬ 
ment is gradually backing out of its ill-thought- 
out'proposal on centralised purchase of 
knowhow, though it has made some small ad¬ 
vance in getting such knowhow in respect of 
the LD process of steel-making and polyester. 
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lndt‘\ Numbers «f Wholesale Priees 


Variation (per cent) 


(1970-71 = 100) 

Weight 

All Commodities 

1000 

Primary Articles 

417 

Food Articles 

298 

Non-food Articles 

106 

Fuel, Power, Light and. Lubricants 

85 

Manufactured Products 

499 

Cost of Living Index 

Base 


1 aiesi Ovei 

Week Last 

(18-3-89) Month 
443.9 4-1.1 

412.0 -0.8 

413.6 -1.9 

366.8 +2.3 

700.8 -sO.S 

426.9 -1-2.9 

Latest Over 


For Industrial Workers 

Fbr Urban Non-Manual Employees 

Fbr Agricultural Labourers 


Money and Banking 


1960 = IIjO 
1984-85 s 100 
July 60 to 
June 61 100 


Money Supply (M,) 


Net Bank Credit to Government Sector Rs crorc 
Bank Credit to Commercial Sector Rs crote 

Net Foreign Each Assets of Banking Sector Rs crorc 
DEPOSITS of Scheduled Commercial 
Banks Rs crore 


Latest 

Week 

(I0-3-19S9) 

1,87,217 

98,429 

1,21,232 

4,657 


0.5 

13.3 

Over 

Over 

Last 

Last 

Month 

Year 

- 340 

25,413 

(-0.2) 

(15.7) 

-643 

14,041 

782 

16,534 

-233 

-469 


Over 

March 

In 

In 

In 

In 

26, 1988 

87-88' 

86-87 

85-86 

84-85 

+6.0 

10.6 

5.3 

5.7 

7.1 

+ 4.9 

13.2 

5.2 

2.0 

4.8 

4 9.2 

II.O 

6.6 

6.8 

6.4 

-6.7 

22.9 

6.4 

-10.2 

-2.3 

+ 5.2 

6.4 

6.8 

11.9 

2.6 

+ 7.3 

9.8 

4.9 

7.2 

6.0 

Variation (p« 

;r cent) 



Over 

March 

In 

In 

In 

In 

1988 

87-88 

86-87 

85-86 

84-85 

8 0 

9.1 

8.8 

6.5 

6.4 

7.0 

9.6 

7.9 

7.9 

8.1 

12.6 

9.8 

4.8 

4.8 

0.2 


Vuriation (per cent in brackets) 
Over 

Match In In 

23. 1988 87-88 86-87 

24,.5.‘!7 20,870 21,627 

(l.-i.l) (7.0) (18.3) 

14,320 12,652 12,822 

15,697 10,079 10,576 


Rs crore 1,38,552 


5,612 

latest 

Month 

(Dec) 

1988 

193.5 


883 +1,21,778 -l 20,507 

( 0.6) (18.6) (17.4) 

+ 398 -1,191 1,526 

Averages for* 


1988-89 

176.2 


1987-88 

161.0 


Foreign Exchange Assets** Rs crore 5,612 + 398 -1,191 1,526 - 507 604 

Index Numben uf Indualrial Weights latest 

Production Month Averages for* _ Variation (p 

(1980-81 = 100) (Dec) In In 

1988 1988-89 1987-88 1986-87 1985-86 

General Index 100.0 193.5 176.2 161.0 8.9 8.7 

Basic Industries 39.4 9.4 6.8 

Capital Goods Industries 16.4 18.2 10.6 

Intermediate Goods Industries 20.5 4.3 7.5 

Consumer Goods Industries 23.6 5.3 12.5 

Durable Goods 2.6 19.5 18.7 

Non-Durable Goods 21.0 2.6 11.5 

Sotr. The index numbers of industrial production by use-based classification are not available beyond March 1987 
Foreign IVade Unit Latest Cumulative fo r* 


In 

In 


87-88 

86-87 


20,870 

21,627 

14,423 

(7.0) 

(18.3) 

(13.9) 

12,652 

12,822 

6,555 

10,079 

10,576 

10,%3 

673 

1,251 

13 

14,850 

16,723 

13,160 

(14.5) 

(19.6) 

(18.2) 

507 

604 

197 

Variation (p 

er cent) 


In 

In 

37 1985-86 

1984-85 


8.7 

8.6 


6.8 

ll.l 


10.6 

3.0 


In 

1983-84 

6.7 
6.0 

11.7 
9.8 
1.6 

16.1 

-0.4 


Exports 

Imports 

Balance of Trade 

Employment Exchange Statistic* 


Unit 

Latest 
Month 
(Dec 88) 

Cumulative for* 

1988-89 1987-88 

Rs crore 

1,724 

13,927 

11,249 

Rs crore 

2,792 

20,528 

16,276 

Rs crore 

-1,068 

-6,601 

-5,027 

Unit 

Latest 

Cumulative for* 


1987-88 

15,719 

(25.1) 

22,343 

( 10 . 6 ) 

-6.624 


1986-87 

12,569 

(15.4) 

20,201 

( 2 . 8 ) 

-7,632 


1985-86 
10,895 
(-7.2) 
19,658 
(14.7) 
- 8,763 


1984-85 

11,744 

( 20 . 2 ) 

17,134 

( 8 . 2 ) 

-5,390 


1983-84 

9,771 

( 11 . 0 ) 

15,831 

( 10 . 8 ) 

-6,060 


Mbnth 
(Sep 88) 


Number of Applicants on Live Registers 

Thousand 

30,002 

30,002 

30,790 

30,247 

30,131 

26,270 

24,861 

23,034 

(as at end of period) 





(0.4) 

(14.7) 

(6.0) 

(7.9) 

(16.6) 

Number of Registrations 

Thousand 

540 

4,564 

4,567 

5,465 

5,473 

5,824 

6,220 

6,756 




(-0.2) 

(-6.0) 

(-0.2) 

(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

Number of Vacancies Notified 

Thousand 

40 

422 

453 

621 

616 

683 

707 

827 




(0.8) 

(-10.0) 

(0.8) 

(-10.0) 

(-*4) 

(-15.5) 

(0.9) 

Number of Placements 

Thousand 

29 

264 

344 

360 

356 

388 

407 

486 




(1.1) 

(-8.2) 

(LI) 

(-8.2) 

(-4.7) 

(-16J) 

(2.5) 

Income 

Unit 

1986-87” 

IM5-86** 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80* 

Gross Domestic Product (current prices) 

Rs crore 

2,60,584 

2,33,305 

1,90,888 

1,72,704 

1,45,961 

1,30,770 

1,22,226 

95358 

Gross Domestic Product (1980-81 prices) 

Rs crore 

1,62,326 

1,56,083 

61,838 

59,541 

55,068 

53,470 

1,2^,226 

47,191 

Per Capita Income (1980-81 prices) 

Rupees 

2,975 

2,721 

1,791 

1,781 

1,687 

1,686 

1,627 

664 


* Fbr current year upto latest month for which data are available and for corresponding period of last year. 

** Euluding gold and SDRs. + Upto latest month for which data ate available 
+ + Provisional data. 9 At 1970-71 prices. 

Nom (1) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 





COMPANIES 


CHLORIDE INDUSTRIES 

Modernisation 

CHLORIDE INDUSTRIES’ manage¬ 
ment has changed hands and the board 
of directors has been reconstituted. 
B S Chandiramani, A Das Gupta, S B 
Ganguly. P K Ghosh and D N Majumdar 
resigned from the board on 26th April 
1988. R S Lodha, B K Jhawar, M J Fare- 
brother, Sidharth Birta and K A Marlantes 
were appointed in the vacancies caused by 
these resignations. Farebrother and 
Marlantes have also resigned and in the 
resultant vacancies H J Musgrove and 
R C Randolph have been appointed as 
directors. The company is taking up a 
major modernisation programme of ail its 
plants to strengthen the competitive 
capability of the company, both national¬ 
ly and internationally, further improving 
the quality of the products, conserving 
energy and foreign exchange and improv¬ 
ing productivity to more acceptable levels. 
This is likely to cost around Rs 35 crore 
over,the next two years. It is proposed to 
finance this expenditure by seeking loans 
from the financial institutions and partly 
from internal resources. As a first .step 
towards strengthening the financial post 


tion, non-convertible debentures for a 
total amount of Rs S crore are being 
issued by way of private placement with 
the institutions. Apart from modernising 
the existing facilities, attention is also 
being paid to the introduction of techni¬ 
cally superior state-of-the-art batteries for 
sophisticated uses. In this connection, it 
is proposed to shortly bring forth mainte¬ 
nance-free batteries which will find ap¬ 
plication in power, telecommunication 
and other fields. 

Negotiations are still continuing with 
the UP State Pollution Control Board for 
clearance of the project for establishing 
a new plant at Fatehpur, for which the 
company holds the relevant approvals. An 
application has also been made for per¬ 
mission to manufacture uninterrupted 
power supply systems. The question of 
diversifying the activities into other areas 
is also being carefully examined for the 
long-term growth of the company. More¬ 
over, due attention is being paid to in¬ 
creasing exports. Exports during the 
16-month period amounted to Rs 18.11 
crore, reflecting an increase of 30 per cent 
on a pro rata basis over the previous year. 

The company is planning to double the 
volume of exports over the next two years. 


The company’s research centre, with the 
support of technical collaborators. 
Chloride Group continues to play an 
active role. The thrust of R and D activity 
is directed towards establishing cost- 
effective production based on latest pro¬ 
duct and process technologies. 

The company has presented its ac¬ 
counts for 16-month period ended 
December 1988 for which it has shown a 
gross profit of Rs 24.11 crore as against 
Rs 16.69 crore in the previous 12 months 
following sales of Rs 148.36 crore against 
Rs 84.50 crore. These figures show a size¬ 
able erosion of profit margins. With the 
provisions for depreciation and taxation 
claiming more net profit is Rs 13.90 crore 
compared to Rs 9.21 crore of 1986-87. The 
directors have recommended a final divi¬ 
dend of 27 per cent making a total of 42 
per cent as against 31 per cent paid for 
the previous year. The directors explain 
that a significant proportion of the in¬ 
crease in the sale amount is also accounted 
for by price revisions to cover the sharp 
increases in the prices of all raw materials, 
notably lead. Price of lead went up by 
nearly 34 per cent in this period. Simul¬ 
taneously, prices of various plastics and 
other inputs also went up sharply. More¬ 
over, a distinct situation of over-supply of 
batteries emerged, with considerable 
addition of new manufacturing capacity 
in the organised sector. At the same time, 
due to the current structure of excise duty 
and sales tax chargeable, low priced sup¬ 
plies from the small-scale and the un¬ 
organised sectors affected the market; this 
price differential increased with each up¬ 
ward revision in the price of the com¬ 
pany’s products following increase in 
direct input costs. Furthermore, overall 
demand for batteries for the greater part 
of the year was subdued because of the 
effects of the 1987 drought. 

DECCAN CEMENTS 

Into Polyester Filaments 

DECCAN CEMENTS is implementing a 
modcrnisation-cum-expansion scheme to 
double the capacity of its mini-cement 
plant to 1.98 lakh tonnes per annum at 
a cost of Rs 6.55 crore. This is being 
financed through internal accruals of 
Rs 1.40 crore and term loans of Rs 5.13 
crore from the Hnancial institutions under 
the lead of IDBl. The company has 
entered into a technical collaboration 
agreement with Onoda Engineering and 
Consulting Company of Japan for know¬ 
how for the project which is expected to 
be completed by September this year. The 


The Week's Companies_ (Rs Lakh) 
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tjilfsl Year 
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laiesi Ycai 
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I.asi Year 


31-12-88* 

31 8 87 

30-6-88 

10 6 87 

30-6-88 

30-6-K/ 

Faid-up Capital 

2065 

2065 

165 

165 

28 

28 

Reserves 

1811 

1128 

560 

469 

212 

177 

Borrowings 

294 

477 
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386 

234 

548 

of which Term Borrowings 

92 

136 

222 

317 

40 

80 

Gross, fixed assets 

2379 

2240 

1240 

1087 

675 

638 

Net fixed assets 

1247 
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171 

171 

Investments 

27 

27 
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132 

— 

— 
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3381 

3122 

214 

192 

266 

228 

Current as$et.s 

7602 

•5860 

396 
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640 

800 

Stocks 

2597 

2585 

92 

no 

562 
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Book debts 

2306 

1808 
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85 

2 

3 

Net sales 

14836 

8450 

945 
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■ 275 

608 

Other income 

236 

142 

15 

18 

4 

9 

Raw material costs 

8803 

4665 

75 

49 

553 

578 

Wages 

1461 

957 

49 

41 

149 

134 

Interest 

277 

172 

70 

45 

70 

48 

Gross profit (-i- )/loss {-) 

2411 

1669 

188 

219 

129 

123 

Depreciation provision ’ 

171 

128 

105 

133 

40 

65 

Thx Provision 

850 

620 

13 

19 

50 

15 

Net profit (-sj/lossl-) 

1390 

921 

70 

67 

39 

43 

Investment allowance reserve 

— 

— 

44 

25 

— 

1 

TVansfer to reserves 
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— 

9 

35 

39 
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_ 
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— 

— 

— 

7.77 

7.77 

E 

42 

31 

20 

20 

20 

15 

Cover (times) 

1.60 

1.44 

2.12 

2.03 

12.66 

21.00 

ilaUos (per cent) 

Gross profit/sales 

16.26 

19.75 

19.89 

27.25 

10.12 

20.23 

Net profit/capital employed 

35.86 

28.84 

9.65 

',0.55 

16.25 

20.98 

Inventories/sales 

17.50 

30.59 

9.73 

14.34 

44.08 

120.39 

Ikhget/sales 

9.85 

11.32 

5.18 

5.34 

11.68 

20.98 


16 months 
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company is trying to absorb the latest 
precalcination technology. With the im¬ 
plementation of the scheme, it is expected 
that there would be substantial savings in 
the power consumption to the tune of 2.3 
million units and also in the coal con¬ 
sumption of about 7.(X)0 tonnes, assuming 
a pr^uction of 2,30,000 tonnes of clinker. 
During the year ended .lime 1988, the 
company produced 1,20.1(X) tonnes of 
cement which worked out to capacity 
utilisation of 121.3 per cent. The produc¬ 
tion could have been much higher but for 
the power-cuts in AF*. 

While sales brought in Rs 9.45 crorc 
against Rs 7.67 crorc in ihc previous year, 
gross profit slipped liont Rs 2.l9crore to 
Rs 1.88 crorc, rcllccling the drop in pro¬ 
fit margins. With the provisions for 
depreciation and taxation requiring less 
amounts, net profit has turned out to be 
a little highci at Rs 70 lakh (Rs 67 lakh). 
The unchanged dividend of 20 per cent 
is covered 2.12 times by earnings as against 
2.03 times previously. 

DCl, Polyesters, promoted by the com¬ 
pany. has achieved substantial progress in 
implementing its project for manufacture 
of polyester filament yarn at Mouda in 
Nagpur di.strici ol Maharashtra. DCL 
Polyesters has since allotted 50 lakh equity 
.shares of Rs 10 each to the company. In 
accordance with the stipulations of the 
financial institutions, M B Raju, chairman 
and managing director, ceased to be the 
managing director of the company with 
effect from June 30, 1988 to lake over as 
the managing director of DCL F\)lycsters. 
He continues to be the chairman of the 
company. A M Marat he, president, was 
appointed as the managing director of the 
company with effect from July 1, 1988. 

GWALIOR SUGAR 

Sweet Season 

GWALIOR SUGAR COMPANY has 
taken in hand the implementation of first 
phase of the programme for modernisa¬ 
tion, rehabilitation and expansion of 
factory capacity incidental thereto, after 
finalising (he scheme in consultation with 
.National Sugai Institute, Kanpur. The 
first phase entails a capital expenditure of 
Rs 2.52 crorc and is expected to be com¬ 
pleted by the commencement of the 
.season 1989-90. Further, the company has 
submitted an application for grant of an 
industrial licence for expansion of cane 
crushing capacity from 1,500 to 2,500 
tonnes per day. The MP government has 
recommended it to the central govern¬ 
ment. An application has been made for 
a term loan of Rs 6.68 crore to meet the 
capital cost. During 1987-88, the com¬ 
pany's factory crushed 19,18.354 quintals 
of cane in 146 days as against 21,89,211 


quintals irt 1«5 days in tbe tntyioat 
season. The overall sugar recovery was 
10.15 per cent against 10.19 per cent 
pieviously. Sales was mote than doubled 
to Rs 12.75 crore against Rs 6.08 crore, 
but gross profit was only marginally 
higher at Rs 129 lakh against Rs 123 lakh, 
reflecting erosion of profit margins. Net 
profit was lower at Rs 39 lakh (Rs 43 
lakh). Equity dividend has been stepped 
up from 15 per cent to 20 per cent and 
it covered 12.66 times by earnings as 
against 21 times previously. 

ACC 

Good Going 

ASSOCIATED CEMENT COMPANIES 
(ACC) has reported encouraging working 
results for the six months ended January 
last with net sales amounting to Rs 397.18 
crore against Rs 373.33 crore of the same 
period of the previous year and a gross 
profit Rs 18.42 crore against Rs 14.69 
crore, according to the interim report. 
After depreciation of Rs 17.15 crorc (17.11 
crore) and taxation of Rs 20 lakh (nil), 
there is a net profit of Rs 1.17 crorc com¬ 
pared to a net loss of Rs 2.42 crore incur¬ 
red previously. 

SIIL 

Submei^ed Arc Furnace 

SPONGE IRON INDIA (Sill.) has 
recently signed a memorandum of under¬ 
standing with Kalyani Steels, Pune, and 
three other electric arc furnace units who 
have been SlIL’s regular customers, for 
setting up a 60,000 tonnes per annum 
sponge iron plant based on coal, at 
Paloncha in AP for the exclusive captive 
consumption of Kalyani Steels and the 
other units referred to above. The esti¬ 
mated cost of the.project is Rs 20 crore. 
Part of the financing for the project is to 
come from Kalyani Steels and the three 
mini-steel plants, the major share coming 
from SIlL's own resources and from other 
financial institutions. This will mark yet 
another milestone in the achievements of 
SIIL and establishes the continuing accep¬ 
tance of the coal-based direct reduction 
route to steel, of which SIIL has been the 
pioneers in India. 

SIIL has been operating two coal-based 
sponge iron units of a total 60,0(X) tonnes 
annual capacity at I^loncha, both of 
which have a proven success record in 
technology development and in the 
marketability of the product. Sales have 
been 100 per cent of production with the 
present market demand being in excess of 
production capacity. The product is 
widely used both in mini-steel plants and 
in foundries and in the Bhilai steel plant 
of SAIL. Government of India has also 


sanedoaedthe idtbv^Fipdf ttubmeised 
arc furnace plant by SIIL at Pidoncha for 
production of 43,000 tonnes per annum 
of high grade low phosphorous pig iron 
for the foundry industry in the country. 
At present pfg iron is mainly supplied by 
SAIL plants and is also imported at high 
cost. SIlL’s plant will use power generated 
from the waste gases from the existing two 
sponge iron units. The project, estimated 
to cost Rs 16.20 crore, is to be completed 
in 24 months. Once favourable results are 
obtained, SIIL has plans to produce 
special steels by refining the hot metal 
from the submerged arc furnace. This pro¬ 
ject is expected to open up yet another 
route to steel making, using pre-reduced 
iron from the coal-based DR route. 

DCL POLYESTERS 

PFY Plant 

DCL POLYESTERS, promoted by 
Deccan Cements and SICOM, is setting 
up a Rs 128 crore project at Mouda, 
near Nagpur, for manufacture of PFY 
(partially-oriented polyester filament 
yarn) with an installed capacity of 15,000 
tonnes per annum. The project has techni¬ 
cal collaboration of EMS-INVENTA of 
Switzerland. Existing companies engaged 
in the manufacture of PFY are Reliance, 
I’etrofils, JK Synthetics, Orkay Silk Mills 
and Century Enka. The company is plan¬ 
ning to make a public issue of Rs 14.85 
crore to raise a part of the finance for its 
project. This is the first project in which 
Asian Development Bank is participating 
in equity loans. 

GARWARE PAINTS 

Convertible Debentures 

GARWARE PAINTS has offered 2,07,900 
partly convertible debentures of Rs 150 
each carrying interest at 12.S per cent per 
annum by way of ‘rights’ to the existing 
shareholders in the proportion of 24 
debentures for every 100 shares held. Out 
of each debenture, a sum of Rs 50 will be 
converted into three equity shares of Rs 10 
each at a consolidated premium of Rs 20 
(for all the three shares) at the expiry of 
six months from the date of allotment. 
The balance Rs 100 will be redeemed in 
three equal annual instalments beginning 
from the expiry of the sixth year. Interest 
on debentures will be paid half yearly. The 
company has obtained consent of the 
Controller of Capital Issues to retain upto 
15 per cent of the issue against over¬ 
subscription. Existing equity shares of the 
company ate traded between Rs 33 and 
Rs 40 per share on the Bombay Stock 
Exchange. The management has decided 
to close the issue on April 13, 1989. 
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REPORTS 


Punishing Corporate Negligence 
Industrial Disasters and Criminal Law 

Rusi Engineer 

The threat of criminal sanctions alone has the powr to compel 
corporate decision-makers to abandon their exclusively economic 
calculus of thought and action and, for the first time, to begin to 
base their behaviour on a serious consideration of the human 
consequences of their actions. 


WE live in a world in which corporate en¬ 
tities hold the power of life and death over 
the rest of us. Large corporations today 
control technologies that can prove lethal 
to entire communities and pose a threat 
10 the integrity of the biosphere as a 
whole. How these corporations can be 
made to act responsibly—that is, with due 
regard for other people’s lives and basic 
human values—is one of the central pro¬ 
blems of our times. 

It vvas the horror of Bhopal that 
brought many of us face to face with this 
question, in all its seriousness. Why did 
such a monstrous thing happen at ail? 
Who can ultimately be held responsible? 
What can be done, if anything, to ensure 
that corporate managers who take deci¬ 
sions that might endanger our lives, act 
with the highest standards of responsibi¬ 
lity and care? When these corporate 
managers weigh the risks and benefits 
attendant on their decisions, what is the 
guarantee that what seems ‘rational’ to 
them will al.so be in the be.st interests of 
the rest of us? 

UNSATISFAfTORY APPROACHES 

Most of the discussion on the preven¬ 
tion of industrial disasters has broadly 
centred around two types of approaches, 
both fundamentally inadequate. The first, 
which we may call the regulatory ap¬ 
proach, seeks stricter standards, closer 
monitoring and tougher enforcement, and 
pins its hopes on tighter control over cor¬ 
porations governmental regulatory 
agencies. The demand for a community’s 
’right-to-know’ as a way of exercising con¬ 
trol over hazardous industries in the 
neighbourhood is a variant of this 
approach. 

The second is what we may call the free 
market approach. In this way of thinking, 
injury, death and even irreversible damage 
to the biosphere resulting from corporate 
activites are viewed as ’externalities’, i e, 
social costs which do not enter directly 
into the Hnancial accounting of the cor¬ 
poration; the solution is thought to lie in 


devising ways and means of allowing the 
market to ‘iniernalise’ these costs, i e, 
ensuring that they are not spread over the 
community but are paid for by the cor¬ 
poration. It is hoped that by making the 
corporation bear an increasing portion of 
these social costs—including compensa¬ 
tion for damages under tort law—it might 
be induced to avoid behaviour that results 
in such costs. 

Both these approaches have their uses, 
but it should be clear that they fail to go 
to the heart of the matter. In what follows, 
wc shall first briefly indicate why we 
regard them as inherently incapable of ad¬ 
dressing the problem at its source, fhe 
primaly cause of mosi industrial mass 
disasters can be shown to lie in the 
negligent acts of specific individuals 
within the corporation. It will be argued 
that such negligence is not to be under¬ 
stood merely as a lapse on the part of 
those particular individuals, but is in fact 
a manifestation of the normal attitude 
required of corporate functionaries; that 
this peculiarly modern form of ‘institu¬ 
tionalised irresponsibility’ is precisely the 
problem wc are up against; and that 
criminal sanctions offer the most ap¬ 
propriate and the only effective means of 
ensuring a high .sense of responsibility on 
the part of corporate functionaries whose 
decisions have the power to jeopardise 
other people’s lives. 

The regulatory approach, as experience 
has shown, has generally proved to be a 
case of too little, too late. And necessarily 
so. New substances, products and pro¬ 
cesses are being developed at a bewilder- 
ingly rapid rate. Such is the explosion in 
technological innovations that regulatory 
agencies must inevitably fall behind in the 
virtually impossible task of developing, let 
alone enforcing, adequate safety stan¬ 
dards for all of them. Besides, what con¬ 
stitutes an adequate standard for a new 
chemical and what does not can seldom 
be determined quickly or with any degree 
of assurance. Nor is it possible, in princi¬ 
ple, to anticipate all contingencies and 
provide for any and every thing that may 


conceivably go wrong. The difficulty is 
further aggravated by the tact that 
govei nment—which control the regulatory 
agencies—are themselves often deeply 
implicated in the very technologies and 
corporations they are supposed to 
regulate. 

The free market approach, too, is no 
more effective. Social costs of modern 
industry can be internalised only to a 
limited extent: beyond a point, further 
internalisation would bring present day 
economies to a grinding halt, liven the 
limited internalisation that does take place 
IS pas.scd on to consumers and insurance 
companies, and thus tails to act as a deter¬ 
rent. In most cases, award of damages or 
out of court sctilemcnts leave unimpaired 
a corporation’s ability to continue in the 
same linectf business. The market mecha¬ 
nism thus holds out singularly little 
promise ol coping with the problem of 
externalities. 

If neither approach seems capable of 
dealing successliilly with the destructive 
power of modern industrial technologies. 
It is because both appioaches deal with 
symptoms, leaving the looi ol the problem 
untouched. 

Man\(,i mi Nt r-MiL'Kf 

If one considers caretully the chain of 
events that led up to any of t he well known 
industrial disasters—Bhopal, Thalido¬ 
mide, Dalcon Shield, the asbestos deaths 
at Manville forpoiation, or any other— 
one cannot fad to be struck bv the fact 
that the loss of lives, and the human suf¬ 
fering that ensued, were in each instance 
directly and primarily attributable to what 
a senes ol corporate lunctionaries did or 
failed to do. Numerous individuals within 
the corporation - Irom the t'EO and top 
management down to middle managers 
and supervisors—acted repeatedly in ways 
that can only be called callous and 
criminally negligent The basic ‘cause’ ol 
each of these di.sasteis lay, not in the 
failure of technical systems, but in the 
failure of individuals- in particular the 
top managemciti, including the C E() and 
board of directois- lo .ict vvith due care 
and a sufficient sense ol responsibility. 

Equally striking is the fact that most 
people do not peiceivc the piimary cause 
of the disaster in these terms. In each case 
it was the undeniable negligence of some¬ 
one or the other which led to the various 
aets of omission and commi.s.sion that 
culminated in the disaster; yet in none of 
these cases was there any serious attempt 
to pinpoint individual culpability. .Surpris¬ 
ingly enough, corporate officials arc 
seldom convicted, and receive tail sen¬ 
tences, for cau.sing loss of life thiough 
their negligence. As an occupational 
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safety activist put it, “If you got out in 
the street and start Hring a gun and kill 
someone; you will be charged with murder 
or manslaughter, but if you knowingly 
and continually throw toxic chcmicaK 
around your factory and kill someone, 
nothing is likely to happen”. 

At least part of the explanation for this 
glossing over of personal responsibility 
lies in the prevailing economic ideology. 
It is generally accepted as axiomatic that 
corporations are meant to pursue objec¬ 
tives that are purely economic, and that 
they have no moral responsibility to 
society beyond adherence to the law of the 
land. Accordingly, since corporations are 
creatures of, and to a large extent pri¬ 
soners of, the prevailing system of eco¬ 
nomic incentives, their actions can only 
be guided and circumscribed by economic 
imperatives. Therefore they cannot, 
indeed should not, he expected to display 
the same moral attributes —honesty, 
courage, kindness, con.sideration and 
sympathy for others, or any kind of 
altruism—that we expect of persons. 
Thus, in this view, any mishap that may 
occur in the course of pursuing u lawful 
economic activity tends to be viewed as 
an 'unfortunate accident’. 

We must recognise, then, that the indi¬ 
viduals who.se actions and omissions are 
the primary cause of industrial disasters 
are functioning in an ideological context 
that requires, and systematically sanc¬ 
tions, amoral behaviour. In terms of the 
prevailing norms of corporate conduct, 
this is how they are supposed to behave. 
Behaviour which, on any objective 
reckoning, would only be described as 
criminally negligent, is considered normal 
by their peers and attracts no condemna¬ 
tion or even disapproval. The negligent 
behaviour of such corporate functionaries 
cannot therefore be considered instances 
of mere individual irresponsibility but 
needs to be seen for what it is, namely, 
a systemic requirement of modern indus¬ 
trial economies. 

We can now appreciate why the regula¬ 
tory and the free market approaches must 
necessarily remain ineffective and can at 
best constitute a useful second line of 
defence. Their basic flaw is that both are 
conditioned by, and are themselves expres¬ 
sions of, the very disease they are meant 
to cure. Both approaches implicitly accept 
that corporations exist in order to subserve 
purely economic purposes. Both locate 
moral restraint and considerations of 
social well-being in forces external to the 
corporation—whether in government 
regulations or in market forces. In effect, 
both approaches refuse to recognise and 
treat the corporation as a moral agent in 
society. 

However, if we accept this line of think¬ 
ing, we must take a further step. The cor¬ 


poration can be regarded as a moral agent, 
so to speak, only at one remove; for after 
all, the corporation as an entity is a legal 
fiction. The moment this is realised, we 
see that the 'corporation’ docs nothing, 
performs no actions, takes no decisions. 
It is always individuals, acting in their cor¬ 
porate capacity and filling a variety of 
organisational roles, who act and decide— 
and who must therefore be held respon¬ 
sible for the con.^eqiicnces of their actions 
and decisions. 

No Man’s Land 

Our iiic|uiry, then, must focus on 
individual dcci.sion-iiiakcrs within cor¬ 
porations, from who'-e conduct How the 
consequences we worry about today. The 
men who constitute the top management 
ol large corporations are regularly faced 
with decisions entailing some degree ol 
lisk to the lives and health of other people. 
How' are they supposed to decide which 
risks are acceptable, and which risks arc 
not worth taking? ‘Acceptable’ to whom'' 
And 'worth taking’ by what standards? 

The moment these questions are raised, 
It becomes evident that purely rational 
criteria foi decision-making in such 
situations simply do not exist. There is 
no escape from the burden of moral 
judgment. 

Decision-makers usually seek to avoid 
this dilemma by seeking refuge in quanti¬ 


fication; and ilius we have social cost/ 
benefit analyses and mathematical models 
for risk assessment. The central error in 
all such attempts is the delusion that 
moral judgments can somehow be redu¬ 
ced to a series of technical decisions. 

Consider a not so hypothetical decision 
that a Warren Anderson—or for that 
matter the head of a regulatory agency- 
might be called upon to make. Suppose 
that the R and D division of the company 
has developed a new process for manufac¬ 
turing a (pesticide, a process that is cheaper 
than, but somew'hat more harardous as 
compared to, the existing process. The 
R and D boys can even put numbers tt> it: 
the new process, let us say, is .10 per cent 
cheaper, but has a risk factor higher by 
20 per cent. The probability ol a Hhopal- 
like catastrophic runawav reaction with 
the existing process is said to be 1:500,000 
whereas the probability of such a reaction 
with the new process is higher at l:4(KJ,000. 

Should our hypothetical Warren 
Anderson—or the head of the regulatory 
agenev---decide lor or against the new- 
process? Should the proposal be approv¬ 
ed, and the new process allow-ed to go into 
comnioieial production, or should it be re¬ 
jected on account of the increased risk? 

Slated in such terms, it should be clear 
that the question can only have an ar- 
bitiary answer. Can a 20 per cent higher 
risk be traded off against 30 per cent more 
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profits? What if the risk was greater by 
50 per cent, but profits higher by 200 per 
cent? At what percentage do we say that 
the risk is too high, and below what point 
does it become acceptable? 

We are now in a no-man’s land of 
systemic amorality where no one can ra¬ 
tionally specify what the correct decision 
should be in a given case. It should not 
surprise us therefore if powerful commer¬ 
cial compulsions inevitably prevail against 
a shadowy 10 per cent higher risk factor. 
A ‘calculated risk’ is taken in view of the 
extra profits; and the insurance company 
is always there to cushion the blow in the 
event of any mishap. 

Consider the situation in which the 
CEO finds himself. Even if he were per¬ 
sonally disposed to reject the proposal on 
grounds of increased risk, everything is 
stacked against him. For a start, the pro¬ 
fits from the new process are much more 
certain than the mere probability of an 
accident; and it is on these profits that a 
CEO’s own performance is evaluated and 
rewarded. The rejection of a more profi¬ 
table new process, particularly if the com¬ 
pany is financially not doing too well, 
detracts from his performance. What is 
more, he cannni take credit for reicc- 
ting the riskier process, since it can never 
be shown that a di.saster was actually 
averted because of his negative decision. 
Finally, the increased profits enhance the 
power and prestige of the corporation and 
its CEO, and are therefore highly prized; 
while the risks, even if they do materiali.se, 
appear in comparison shadowy and 
remote, particularly since they arc usually 
borne by strangers and unknown others 
far away. 

Everything thus conspires to confine 
corporate decision-making within a 
narrow set of strictly ’economic’ calcula¬ 
tions. All other ‘non-economic’ considera¬ 
tions are regarded as irrelevant and are to 
be eschewed from the decision-making 
process. A peculiai schizophrenia thus 
pervades the board-room. Men wh,o are 
reasonably decent, law abiding and con¬ 
siderate in their personal lives think 
nothing of acting in ways that make them 
killers in their corporate roles. 

We thus have an insane situation. The 
men whose actions and decisions have 
such a crucial bearing on our lives are 
themselves rudderless and adrift on the 
sea of economic amorality. Theirs is a 
compartmentalised, split up and frag¬ 
mented world, and they are conscious of 
inhabiting only the ‘economic’ compart¬ 
ment. Their ability to see life as a whole 
is gone: they can give ‘economic* reasons 
for whatever they do, even though evey 
humanconsideration may cry out against 
it. They no longer possess a sound basis 
for judgment, nor any standards for 
deciding whether an action that may seem 
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economically desirable is also humanly 
justified. 

Threat of Penal Sanctions 

In practical terms, is there anything we 
can do to inject an element of sanity into 
this situation? If the problem is that we 
lack firm and universally accepted stan¬ 
dards of value by which corporate ra¬ 
tionality can be controlled and judged, 
where can we find such a standard? 

There is, indeed, one such behavioural 
norm which commands universal assent 
even among modern people, which is 
simply this; A man may do as he pleases, 
so long as in doing so he causes no harm 
to others. He is free to pursue his own 
ends, but only on condition that he will 
be accountable for the consequences of 
his actions. If his actions result in harm 
to others, he must be prepared to pay the 
price and face the consequences. 

Here is an ethical principle that no one 
would seriously dispute. Civilised social 
existence is based on it and cannot sur¬ 
vive without it. The principle is enshrined 
in criminal law, which makes behaviour 
that causes injury or death—whether in¬ 
tentional or arising from gross negligence 
—punishable in various degrees. The 
existence of penal sanctions is a power- 
lul restraining influence against self- 
seeking, wayward or reckless behaviour. 

Yet it is astoni.shing fact that this uni¬ 
versal principle has somehow never been 
systematically applied to the behaviour of 
individuals within corporations. There has 
been no dearth of instances where 
criminal negligence on the part of cor¬ 
porate decision-makers has resulted in 
large-scale injury and death. Yet such indi¬ 
viduals have almost always managed to 
get away scot free. Let alone being con¬ 
victed for culpable homicide not amoun¬ 
ting to murder, in most cases even charges 
have not been framed. 

As may be imagined, this situation has 
given corporate decision-makers the 
licence to push ahead with hazardous 
technologies and dubious products, secure 
in the knowledge that even if something 
does go wrong, they will personally not 
be affected. In such circumstances, human 
nature being what it is, it would be extra¬ 
vagant to expect individuals to behave 
responsibly. In effect, society has freed 
them from the powerful restraining in¬ 
fluence of this fundamental ethico-legal 
norm, and thereby placed them in a posi¬ 
tion of institutionalised irresponsibility. 

What we need, therefore, are efforts to 
restore the lost emphasis on personal 
responsibility for all corporate actions and 
decisions that ma>' entail serious harm to 
others. We need to go behind the fictional. 
entity that is the corporation, pierce the 
anonymity of collective decision-making, 
and insist that individu^s who take these 
decisions must be made to personally face 
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the consequences whenever their decisions 
result in serious harm to others. If our 
hypothetical Warren Anderson had 
known with certainty that his decision to 
commercialise the riskier process had a 
1 in 400,000 chance of landing him in jail 
for the rest of his life, there is every 
likelihood that he may not have gone 
ahead with the decision. 

The systematic application of ciriminal 
•sancticMis to corporate behaviour is in 
practice not without its problems. For our 
present purposes, however, it is enough to 
note that the principle itself is unarguable; 
merely stating a necessary condition of 
stable and civilised social life. Apart from 
the difficulty of prosecuting the rich and 
the powerful, criminal negligence is a 
thoroughly well known category, and in 
principle there appears to be no reason 
why courts should have any difficulty in 
creatively applying it to corporate situa¬ 
tions. Already, in the United States and 
Britain, the beginnings of precisely such 
a trend are clearly visible: an increasing 
number of court judgments in the last 2 
or 3 years have found corporate executives 
guilty of criminal negligence and senten¬ 
ced them to long prison terms for mans¬ 
laughter or murder. 

C'rimmalisation of corporate negligence 
needs to be .seen as opening up a powerful 
approach that goes directly to the heart 
of the problem, which lies in the radical 
separation that has come about between 
the economic realm and the realm of 
values. Indeed, this separation may be said 
to constitute a defining characteristic of 
modernity. Once the economic realm gets 
detached from the realm of values and is 
no longer informed by a larger sense of 
human purpose, it becomes a law unto 
itself, and all other values are ruthlessly 
subordinated to the new gods of the 
marketplace; Efficiency, Produaivity, 
Rationality. 

The threat ot criminal sanctions alone 
has the power to compel corporate 
deci.sion-makers to abandon the exclusive¬ 
ly economic calculus of thought and 
action, and—for the first time—to begin 
to base their behaviour on a serious con¬ 
sideration of the human consequences of 
their actions. In other words, it can force 
them to take society seriously and to begin 
to relate once again to the realm of values. 
The possibility of long years of imprison¬ 
ment can ensure, more wonderfully than 
anything else, that they subject their own 
behaviour to the most searching and 
scrupulous scrutiny. Once the decision¬ 
maker knows, so to speak, that his own 
neck is on the chopping block if he 
exposes others to unwarranted risks, he 
has a powerful inducement to consider the 
totality of consequences of his actions 
and, in that light, to take the ‘right’ 
decisions. 
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Another Morvi in the Making? 

Denis Rodrigues 


Serious allegations have surfaced about the use of inferior cement 
in the Sardar Sarovar dam, which will further contribute to the 
dangers the ill-conceived project poses to human life and 
environment. 


THE ill-conceived Sardar Sarovar Project 
(SSP) continues to be dogged by con¬ 
troversy. The latest chapter in the talc of 
woe is the 1986-87 Report of the Com¬ 
ptroller and Auditor-General of India. 
According to the Indian Express of 
March 26, serious irregularities have been 
brought out in the report about the use 
of inferior cement in construction during 
the year 1986. 

This is not the first time the SSP has 
faced problems of the kind. In 1985 the 
World Bank threatened to withdraw from 
the project because of differences about 
quality control and management. At the 
time no information was given about the 
specific points of dispute but the Auditor 
General’s Report would seem to pinpoint 
the problem. According to the report, the 
Gujarat government ordered the utilisa¬ 
tion of cement that did not meet ISI 
standards for compressive strength. This 
was after its own laboratory showed that 
almost 75 per cent of the material was 
sub-standard. But the authorities chose to 
go along with an ISi test report that was 
satisfactory, even though it was not con¬ 
ducted according to the ISI’s own require¬ 
ments for a proper test. And when this 
was pointed out a re-test was rejected on 
grounds that “much time had elapsed 
since supply”. 

Use of inferior material in construction 
is endemic in both private and public 
sectors. It is not surprising then to see it 
happening even in projects such as this 
where safety is critical. There have been 
several reports of dam failures because of 
this and in the Narmada Basin itself two 
completed dams have begun to show such 
effects. The Barna and Bargi dams in 
Madhya Pradesh have reported problems 
of seepage through the masonry and 
drainage holes.* _ 

With the SSP, the very possibility of 
inferior construction is more alarming 
because of the danger of earthquakes. 
This in fact was the reason why the project 
itself was vehemently opposed almost 
from its very beginning. The Narmada 
Basin is a zone of moderate seismicity 
with a large number of faults and frac¬ 
tures. And in the past two centuries there 
have been more than 30earthquakes in the 
area. This is compounded by the fact that 


the presence of a large reservoir can under 
certain conditions cause what is known as 
Reservoir Induced Seismicity (RIS). It is 
this phenomenon that some experts say 
was responsible for the Koyna earthquake 
of 1967. Further Claude Alvares and 
Ramesh Billorey point out in Damming 
the Narmada, that the “geotectonics and 
hydrogeology of the basin is similar to 
that of the West Coastal Margin” where 
the Koyna Dam is situated. Hence the 
possibility of RIS is high for the Sardar 
Sarovar Dam as well. 

To make matters worse, there is a deep 
geological fault right in “the deep river 
portion of the Sardar Sarovar Dam itself. 
The government of Gujarat claims that 
there is no danger whatsoever because of 
thi.s, and that they have ‘plugged’ the fault 
by removing the fault zone material to a 
depth of 16.5 m and backmiing it with 
almost a quarter of a million cubic metres 
of chilled concrete (Gujarat government 
note dated August 27,1986). But there are 
doubts expressed about the efficacy of 
such measures. Herbert Tiedemann, the 
Swiss Representative on the Experts Com¬ 
mittee on Earthquakes at the Council of 
Europe has said that “a major geological 
fault" like this one is “a permanent threat 
(which) cannot be rectified by attempts to 
plug it with cement concrete’. 

Given the above facts, viz, the seismicity 
of the region and the fault at the dam site 
itself, the use of inferior materials is 


nothing short of criminal. Thou^ the 
amount of material in question is smril, 
one can’t help wondering wriether this is 
but the tip of the iceberg. What is more 
reprehensible is the way in which an in-^ 
convenient negative report is side-stepped 
on paper through the use of another more 
amenable agency. 

The sad fact is that the track record of 
the Gujarat government does not inspire 
much confidence. In 1972 the Machu 
Dam failed, destroying the whole town of 
Morvi and many villages. Though the 
government claimed the cause to be 
exceptionally heavy rains and floods it was 
later alleg^ that the dam itself was 
basically flawed. According to the Con¬ 
sumer Education and Research Centre, 
Ahmedabad, “the dam had been built on 
the basis of outdated empirical formula. 
Although in the course of the project 
study conducted before constructing this 
dam, the Central Water and Power Com¬ 
mission (of the government of India) had 
thrice asked the state government to check 
on a more scientific formula... the 
government went on ahead without 
having carried out this exercise. It was 
only at a very late stage when a major 
share of the dam had already been con¬ 
structed that this exercise was conducted 
and then somehow the findings were 
tailored to fit in with the almost con¬ 
structed dam!’ 

The Morvi disaster was the result of a 
concomitance of many factors, excep¬ 
tionally heavy rainfall and floods plus 
malfunctioning equipment (reportedly the 
spillway gates could not be opened in 
time). But it might never have happened 
even in these circumstances if the dam had 
been designed and built as it should have 
been. One must make sure then that there 
will never be another Morvi. The SSP 
then must be designed and built according 
to a ‘worst-case-scenario’, which means 
that there must be absolutely no cutting 
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of cwnen os has hai>peaed in the utilisa¬ 
tion of the inferior cement. 

Given the tendency of the government 
to ‘tailor’ fiiiidings to its own convenience, 
regardless of the consequences, it is im- 
. jftmtivc that its partner in this venture, the 
' World Bank be more forthcoming about 
proceedings in the construction if it is to 
avoid possible c^rges of being an ac¬ 
complice to the fact. The veil of secrecy 
that at present covers the entire function¬ 
ing of the project only serves to aid such 
flimflammery. The lifting of the OfHcial 


Secrets Act regarding the SSP is a step in 
the right direction. But this only happen¬ 
ed because of the relentless pressure of the 
masses and of activist groups. This 
pressure must be sustained and even in¬ 
creased if the ‘greatest planned ecological 
disaster of the century’ is not to become 
a reality. One Morvi was enough. 

* Dogra, Bharat, 'The Indian Experience with 
Large Dams’, in The Social and Environmen¬ 
tal Effects of Ijarge /terns (Ed), E Goldsmith 
and N Hildyard, Wadebridge Ecological 
Centre, Cornwall, UK, 1986, p 206. 


Bihar Crisis: Making of a CM 

Indu Bharti 


While caste configuration ms one consideration in choosing a 
new chief minister, the appointment of S N Sinha to the post will 
also give a boost to state repression on peasants and labourers, 
especially Harijans. 


WITH the installation of Satyendra 
Narain Sinha, the ‘Chhote Sahab' of the 
Rajputs of Bihar, as the state's 23rd chief 
minister the Bihar drama has temporarily 
ended. The state Congress(I) Legislature 
Party (CLP) had earlier ‘unanimously’ 
elected him following “orders of Rajiv 
Gandhi’’, replacing Bhagwat Jha Azad. If 
anything, the entire episode once again 
highlights the gay abandon with which 
Rajiv Gandhi and Co make a mockery of 
the system of parliamentary democracy. 

The crisis which climaxed during 
January end-early February had come to 
a somewhat abrupt end with the rebellious 
dissidents gunning for chief minister 
Azad, even going against the high com¬ 
mand’s very special plea to leave the ques¬ 
tion of a leadership change to Rajiv 
Gandhi. The state legislature was placed 
in suspended animation, even though it 
meant that the passing of the important 
vote-on-accounts was kept in abeyance. 

The compulsions of Rtqiv GandU were 
obvious. If he conceded the dissident’s 
dmand for Azad’s removal then it would 
have appeared like bowing before the 
dissidents. Allowing the CLP to elect its 
own leader was, of course,out of question. 
But then it was also necessary for him to 
‘fix’ the dissident leaders and make it clear 
to them and to the people that the Con- 
gress(I) remained very much his personal 
nefdom as in the past. 

So, first, Rajiv Gandhi tried to main¬ 
tain status quo, that is, Azad was allowed 
to continue. But it soon became obvious 
that Azad would not be tolerated by the 
partymen in the state anymore. The pro¬ 
blem then was whom to install in place 
of Azad. The entire governmental work 
came to a halt as uncertainty and specula¬ 


tion continued regarding the chief 
ministership of the state and Rajiv Gandhi 
went on with his parleys with almost every 
one in the sute Congress(I). Then one fine 
morning, Rajiv Gandhi acting in the true 
style of a feudal monarch, asked his cour¬ 
tiers from Bihar to submit their resigna¬ 
tions. This they did. Right from the state 
chief minister, the state Congress(i) presi¬ 
dent and party functionaries to central 
ministers from the state, all of them pro¬ 
mptly followed their “ruler’s edict” to give 
him “a free hand” to resolve the Bihar 
crisis in the “interests of the people of 
Bihar”. 

The news was announced with much 
fanfare on the evening of March 4 and was 
flashed on the government-controlled 
electronic media as the first news item of 
the evening news bulletins, so that the 
entire country could be made aware of the 
‘authority’ wielded by Rajiv Gandhi over 
his party and to show to the people of 
Bihar, how sincere the overburdened 
prime minister was, towards resolving the 
‘Bihar crisis’. Since, Jagannath Mishra, the 
‘super dissident’ did not hold any post, 
he was asked to publicly announce his 
loyalty to Rajiv Gandhi. 

Problems of Choice 

The next stage was to decide on the 
right person for the job The first problem 
was to ‘fix’ Jagannath Mishra, the stron¬ 
gest contender for the CM’s post. But 
Rajiv Gandhi could not rely on him, since 
the latter had a base of his own in Bihar 
and more so because of his public de¬ 
fiance of the Congress(l)<high command 
in the recent past, ^me Congress(l) 
stalwarts from the state reportedly favou¬ 
red a member from the backward classes 


as the CM for obvious electoral gain. But 
the idea did not click finally because of 
the likely adverse reaction from the 
dominant castes. On the other hand, a 
Brahmin CM was out of question, 
because, firstly, it would have meant the 
third CM in succession from that caste in 
the state and .secondly, both UP and MP, 
which together with Bihar account for 
more than one-third of the Parliamentary 
seats, also currently have Brahmin CMs. 
So the new CM had to be either a Rajput 
or a Bhumihar. Since the state does not 
at present have any Bhumihar leader of 
stature, the choice zeroed in on a man 
from the Rajput caste. Jagannath Mishra 
was first made PCC president, since it 
was felt that besides ‘fixing’ him, it would 
yield the added advantage of placating the 
brahmin and also the minorities since 
Mishra has a good following among the 
latter as well. 

As for the CM, the most talked about 
name was that of Bhishma Narain Singh, 
the governor of Assam and Meghalaya. 
His name was also suggested by Mishra. 
But it was argued before the party high 
command that making Singh the chief 
minister would mean allowing Mishra to 
make a ‘clean sweep’ of the Bihar scene. 
Rajiv Gandhi hence chose to install the 
aristocratic ‘Chhote Sahab' of the Rajputs 
as the chief minister. The ‘Chhote Sahab’ 
not only has a Rajput following but also 
has the added advantage of nuliifying.the 
V P Singh factor in Bihar and the neigh¬ 
bouring UP. Besides it was suggested to 
Gandhi that S N Sinha would also be 
acceptable to the other caste leaders. 

Sinha’s name as the state’s new chief 
minister was announced at an informal 
meeting of around 50 senior Congiess(I) 
legislators at Jagannath Mishra’s residence 
on March 11, even before the arrival of the 
high command observers at Patna for the 
scheduled CLP meeting-It was decided 
that Sinha’s name would be proposed at 
the CLP meeting by Azad. 

The choice of chief minister, of course 
caused some resentment. Several rounds 
of meetings were held at the residence of 
Shivchandra Jha, the former speaker, who 
fought a relentless battle for AZad’s 
ouster, Thriq Anwar, the . ousted PCC 
president and Ram Jaipal Singh Yadav. 
However, no solid opposition could be in- 
.stantly forged. The logic put forward by 
those who did not want to oppose was 
that as early as January 27 nearly 140 
legislators had submitted a memorandum 
to the high command that any other man 
was acceptable to them after Azad’s 
removal. How could they disagree with the 
choice now? 

Even at the CLP meeting there were 
some murmurs among the legislators 
regarding Sinha’s name. But the ‘super 
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defector* Bhajan Lai, Rajendra Kumari 
Baipayee and A R Mallu, all Gandhi’s 
emissaries this time, who had earlier held 
discussion with the legislators right in the 
Raj Bhawan told them at the CLP 
meeting that *'S N Sinha was the nominee 
of the high command” and “you have to 
accept him as fait accompli”. Jagannath 
Mishra also advised the members to 
honour the wishes of the high command, 
since the main demand for removal of 
Azad had been conceded. Azad then 
proposed Sinha’s name as the new leader 
of the CLP. No other proposal naturally 
was put forward and the ‘unanimous’ 
election at the “orders of Rajiv Gandhi” 
was over. 

It would be pertinent to point out at 
this stage that since an overwhelming 
majority, 140 out of the total of 189 Con- 
gress(I) MLAs had demanded Azad’s 
ouster as early as in January Azad should 
himself have resigned the moment it 
became known that he did not enjoy the 
majority support in the CLP. In such a 
situation, going by the constitutional pro¬ 
visions and requirements of parliamentary 
democracy, a simple meeting of the CLP 
was all that was needed to elect a new 
leader. But, the Congress(I) style of 
democracy does not permit these 
democratic practices. 

‘Chhote Sahab’ 

Satyendra Narain Sinha called ‘Chhote 
Sahab’ by the Rajputs of Bihar (‘Bade 
Sahab’ being his father late Anugrah 
Narain Sinha who was a constant fixture 
as finance minister in Bihar till his death), 
is well known for his feudal background 
and aristocratic nature. In fact it was 
because of this that some Congressd) 
MLAs were against his nomination. 

Though Sinha, a Congress(I) MP from 
Aurangabad had surrendered some of the 
surplus landholdings, he along with his 
wife Kishori Sinha, an MP from Vaishali 
constituency owns huge landed property 
in the ‘Naxalite-infested’ district of 
Aurangabad. A cabinet minister in the 
state from 1961 to 1967 Sinha declined to 
go with Indira Gandhi and preferred to 
remain in the Congress(O). In 1977, 
however, when the Congress(O) merged 
with the Jamite Party, he became the state 
Janata Party president and it appeared 
that his long cherished desire of becom¬ 
ing the chief minister would become true. 
But when the Janata Party won the state 
assembly elections, Karpoori Thakur was 
made the CM. However, he still remain¬ 
ed in the Janata Party hoping that some¬ 
day ultimately he would realise his dream. 
But when in 1983, there was no chance of 
Janata Party coming to power, he walked 
over to the Congressfl) even though he 


had won the Lok Sabha elections on a 
Janata Party ticket. 

As a Congress MLA quipped, with man 
of such a feudal background as chief 
minister the ‘Naxalites’ would be uken 
care of. It would not be surprising if in 
the coining days violent incidents against 
(he peasants and labourers, particularly 
Harijans, go up. With Sinha as the CM 
every Rajput landlord will behave as if he 
himself has become the chief minister, 
feared a peasant activist from Gaya. 

Sinha has made his intentions very 
clear. Talking to hewsmen after the 
swearing-in ceremony, he not only pre¬ 
varicated when asked whether Azad’s 
actions against co-operatives and coal 
mafias would be followed-up, but also 
made it-clear that the word ‘mafia’ had 
not been used. A conspicuous presence at 
Chhote Sahab’s swearing-in ceremony was 
the co-operative baron Ikpeshwar Singh, 
Sinha’s fellow castemen, currently out on 
bail. 

Meanwhile, within 24 hours of the 


“THE personality of Rekha is an epitome 
of faith and dedication, of consideration, 
compassion and sensitivity in the true 
spirit of Indian ethos...”, so said judges 
Pratap, Agarwal and Shah J J J of the 
Bombay High Court, with Lentin J dis¬ 
senting. Such pearls of wisdom dropped 
from the mouth of the judges when they 
upheld the legal challenge to the refusal 
of a certifleate to a film called Pati 
Parameshwar by the Board of Film 
Certification. 

The film has three main characters— 
Ihra, Rekha and Vijay. Rekha is the 
educated daughter of a wealthy father. 
Vijay is a drunkard and a swindler. He 
passes himself off as a respectable and 
eligible young man, gets his marriage 
arranged with unsuspecting girls and 
decamps on the wedding day, with size¬ 
able amounts of money taken from the 
girls’ fathers on various pretexts. E>urga 
is one such girl whom Vijay has jilted, 
leading her father into mental derailment 
and financial disaster. Dejected, Duiga 
turns to the nmjm, changes her name to 
Ihra and sets up a shop as a dancing girl. 


instal lati on of Sinha as the new CM, a 
‘fresh wave* of dissidence has surfaced 
with around 60 Congie$s(I) MLAs includ¬ 
ing 18 of the 22 former ministers in the 
outgoing Azad government resolving not 
to CO- operate with the new CM. Promi¬ 
nent among the new dissidents are MLAs 
belonging to Bhumihars, Thdavs, schedul¬ 
ed castes and minorities backed the 
original dissident, the former speaker 
Shivchandra Jha. Jha’s grief is under¬ 
standable; while every dissident leader has 
appeared a gainer at the end of the drama, 
Jha, whose relentless crusade for Azad’s 
ouster was at the root of the drama, 
has been the only looser. Jagannath 
Mishra, the ‘super dissident’, has got the 
all-powerful post of PCC president, 
Ramashray Prasad Singh, Jha’s constant 
companion in his campaign regained his 
place in the state cabinet earlier denied to 
him by Azad. Jha has however, not even 
the office of the speaker, which he was so 
fond of and from where,- he could deftly 
.settle score with his political rivals. 


Having come to know of Viji^’s weakness 
for dancing women, she uses her charm 
and songs to strip Vijay of his earthly 
belongings and his mental peace. 

In the meanwhile, Vijay gets married to 
Rekha. As customary, Rekha’s father 
advises her on the eve of marriage; “It is 
only a lady who remains married to her 
husband in both life and death, who is the 
pure pativmta. She is the husband’s other 
half, so his happiness is her happiness and 
his sorrow hers, in sorrow, never leave 
your husband as he is not only your 
husband but also like your god!’ Rekha’s 
marriage is a total disaster. On the first 
night Vijay does not turn up. He spends 
his night with the dancing girl Ihra 
without knowing that she is the same 
Durga whom he had jilted. While Rekha 
is waiting on her bridal bed for Viji^, her 
in-laws give her a tongue-lashing as to her 
new duties as a wife and relieve her of all 
her jewellery. Infatuated with Thra, Vij^ 
neglects Rekha and sides with his parents 
who make her life miserable and even try 
to poison her to death. At this stage, 
Rekha is shown in mental and emotional 


% 

Upholding Ideology of Male 
Domination 

P A Sebastian 

The judgment of the Bombay High Court on the Pati 
Parameshwar case reflects the conflict between the juridical and 
political superstructure in India which is capitalistic and the 
Indian society which in many sectors still conforms to pastoral 
and feudal cultural norms. 
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conflict between the desire to seek divorce 
and the sense of duty as a Hindu wife. She 
remembers her father’s advice and decides 
to save her marriage at any cost. When 
Vi jay demands Rs 2,00,000 she promptly 
gets it from her father even after having 
come to know that the money is to be 
spent on lara. One day Rekha’s father 
visits her after hearing of her sad state and 
attempts to thrash Vijay but she intervenes 
and reminds her father of his pre-nuptial 
advice. She suffers humiliation silently 
and prays and fasts for the welfare of her 
husband. While she is performing pooja 
on ‘karvachauth’, Vijay insults her. The 
next day Vijay has his legs paralysed. She 
prays: “God, I have always been faithful 
to you in performing your pooja, then, 
why are you giving trouble to my husband? 
Listen to me, god; From today, in fiont 
of you, I am starting a fast and 1 will not 
eat nor drink a drop of water, till my 
husband is cured. And you will have to 
honour my fast” 

One night Rekha hears Vijay murmur¬ 
ing for Thra. So, Rekha takes him in a 
wheel chair to Tara’s house. Tara asks him 
who Rekha was and he replied that she 
was jiis 'naukrani'. Rekha silently bears 
this insult and waits outside Tara’s room 
while Tara and Vijay are together in.side 
by themselves. Later Rekha wheels Vijay 
back home. Llltimately, Vijay is thrown 
out by Tara. This makes him wiser and 
sadder. Rekha’s prayer to the almighty is 
answered. A series of lightning flashes 
strike Vijay's paralysed limbs and he is 
restored to health. Vijay repents and asks 
for Rekha’s forgiveness. 

The Central Board of Film Certifica¬ 
tion and the Film Certification Appellate 
Tribunal denied a certificate to the film 
for public exhibition under S of the 
Cinematograph Act, 1952 and the guide¬ 
lines issued thereunder. The law and the 
guidelines together lay down, among 
other things, that a film will be certified 
for public exhibition only if (a) it is not 
against morality or decency and (b) it does 
not depict women in ignoble servility or 
does not glorify such servility as a praise¬ 
worthy quality in women. It is also laid 
down that the censorship be responsive to 
social change and the film be examined 
in the light of contemporary standards of 
the country. 

The Film Federation of India and the 
producer of Pali Pammeshwar challenged 
the denial of certificate to the film in the 
High Court of Bombay. They argued 
before the court that the action of the 
censorship authorities was an unreason¬ 
able restriction on their freedom of speech 
and expression. They said: The fibn was 
not immoral or indecent; depicting 
women in ignoble servility did not have 
anything to do with immorality or in¬ 


decency since the phrase ‘morality* or 
‘decency’ meant sexual morality alone; the 
term ‘ignoble servility’ was vague and lead 
to arbitrary decisions and, in the alter¬ 
native, Rekha’s character cannot be 
faulted as displaying ignoble servility or 
slavery. The majority of the judges held 
that depicting a woman in ignoble servility 
or glorifying such servility as a praise¬ 
worthy quality in women was against 
decency, with Agarwal J dissenting. But 
they did not agree that Rekha, the heroine 
of the film, was depicted in ignoble 
servility. 

The major premise of the judgment is 
what the judges call “basic Hindu culture, 
heritage and tradition or Indian ethos". 
The concept of Indian culture or ethos 
presented by the judges seems to be 
something immutable down the ages. 

But culture or ethos is social conscious¬ 
ness which corresponds to a particular 
juridical and political superstructure 
which is in turn, based on productive 
relationships and productive forces. India 
being a country of long survivals, people 
of the atomic age rub elbows with those 
of the chalcolithic. The culture of a 
pastrol and feudal society in which the 
women were totally subjugated to man is 
still very prevalent in many sectors of 
Indian society. This is what gives the 
deceptive look of eternity to Indian 
(.ulture. 

The juridical and political superstruc¬ 
ture in India is capitalistic while Indian 
society is not. Hence, the conflict between 
the superstructure and those who operate 
It. It is this conflict which is reflected in 
the judgment. Those who are steeped in 
feudal culture consciously or uncon¬ 
sciously but cleverly coin their ideas in 
terms of .pseudo-patriotism and rail 
against ‘decadent’ western culture So, the 
judges characteristically say, with a sense 
of superiority and self-righteousness: 
“Unlike many in this modern world 
always turning westward for everything, 
the heroine Rekha is not colour-blind to 


basic Hindu culture, heritage and tradi¬ 
tion!’ Some leftists are also prey to such 
intellectually dishonest postures. Modern 
ideas which consist of the equality bet¬ 
ween sexes have originated and developed 
in the west simply because the productive 
forces in these are far more advanced than 
those in countries like India. An attempt 
is often made to sweep this factor under 
the carpet of patriotism which is nothing 
but a delusive and pathetic effort to pre¬ 
vent change which is the only eternal thing 
in the universe. 

DttLNDlNtl TRADITtON 

It was statutorily required that the 
censorship should be responsive to social 
change and the films which depia women 
in Ignoble servility or glorify such servility 
should be denied certificate for public 
exhibition. As the dissenting judge Lentin 
pointed out, “The manner in which 
Rekha’s servility is depicted and glorified 
is not in accordance with the standards of 
decency, as commonly understood and 
recognised. Put positively, it is indecent 
to the point of repugnancy. Even worse 
IS the depiction and glorification of 
Rekha’s servility in taking her own 
husband to the dancing woman Ihra, as 
his ‘naukrani’, waiting outside while he 
and Ikra are closed together alone in her 
room and then taking him back to his 
house. This episode in particular is more 
than indecent and offends morality as an 
average person would understand the 
meaning of that word!' But the majority 
of the judges found: “.. .though that (the 
divorce) was to her the easy way out, it 
would have been contrary to the tradition 
of Hindu society which believes in main¬ 
taining the sanctity and piousness inherent 
in the sacred institutions of marriage. 
Rekha, therefore, chooses not the easy 
way out but the better and righteous 
path... She exemplifies the inner strength 
and character of Indian womanhood. Her 
commitment to marriage is total and 
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supreme and she honours it in full 
measure. A true ‘saubhagyavati’, she 
steadfastly holds on to the higher values 
which, in mans a matrimonial home 
today, are seen falling by the way side 

What are these ‘higher values’ about 
which the judges are so eloquent and 
passionate? Rekha submits to all sorts of 
humiliation and harassment by her 
husband and her in laws; she never 
protests oi retaliates but meekly submits 
to all the injustices done to hei. Her 
servility goes to such an extreme extent 
that she takes hei husband, as his 
‘naukrani’ in a wheel-chair to the dancing 
girl Tara when he is stricken with paralysis. 
She docs not protest even when her in-laws 
try to poison her to death. Her inner voice 
tells her to submit indiscriminately to 
everything done to her by her husband 
and in-laws. The judgment glorifies, in 
hyperbolic language, such behaviour as 
“commitment to sanctity and sacredness 
of the institution ol marriage”, “sensitivity 
to Indian ethos” and “better and righteous 
path”. Such an ‘ideology’ is religious 
hocus-pocus to opiate women into a state 
of total submission and unawarene.ss. 

The kind of society which the people 
of India have chosen foi themselves and 
embodied in the constitution is secular 
and modem— the ideas which historically 
emerged and matured in the west for 
objective and mateiialisiic rea.sons. The 
laws .such as the Cinematograph Act, I9S2 
and the guidelines issued thereunder have 
been enacted within the parameters of this 
consensus. Bui the judgment breaks out 
of this consensus and nostalgically in¬ 
volves the traditions of Hindu society and 
piousness inherent m the ‘sacred’ institu¬ 
tion of marriage. Besides, what are the 
traditions of Hindu society? Brahma, the 
creator, had incestuous sex with his own 
daughter; Indra ..ominitted rape on 
Ahlya. Are they also not the traditions of 
Hindu society? What is so ‘sacred and 
piou.s’ about subinitiing and catering to 
the male debauchciy and ci uelty? Why is 
it so sacrosanct that a marriage be main¬ 
tained at anv cost? I he answei is given 
in the film: “It is only that lady who 
remains marrted to her hii.sbaiid in both 
life and death, who is the true /miivrata'.' 
This sanctimonious claptrap is a male play 
to present marriage as ihe be-all and end- 
all of a woman's life. This is the .same as 
the ideology of ‘sati’ Referring to Roop 
Kanwar’s ‘sati’, a devout Hindu wrote in 
the Timei of India: “It is wrong to 
describe her a widow. She was still 
married to her husband. She only released 
her soul from the confines of her body so 
that she could rejoin her husband in 
heaven and live in eternal bliss"! 

Even though Rekha’s father only tells 
her that a husband is like god, she con¬ 


siders her husband more than god. When 
god metes out retribution to Vijay for his 
sins, she does not blame him for his 
misfortune. She points an accusing finger 
at god and says: “I have always been 
faithful to you in performing your 
pooja.. ’’ Here she totally merges her 
individuality with that of her husband. 
Her virtue becomes the virtue of her 
husband. This is what certain husbands 
expect of their wives. It tickles the excit¬ 
able parts of their psychology and elevates 
them to ecstacy. Their wives must do 
everything possible including black¬ 
mailing god to secure bliss for them. 

The judgment goes on to add: “What 
is glorified is not servility but faith, com¬ 
passion. courage, sacrifice and en¬ 
durance!’ The terms used are value-free in 
themselves. They take on their meaning 
from the context. It is good to have com¬ 
passion for the suffering humanity. But 
why should anybody have compassion for 
a sadist or for one who exploits and cheats 
others and enjoys himselH One may need 
courage to commit suicide. But do we call 
it courage? Or do we call it cowardice? 
There are people who sacrifice young 
children for fertility and wealth. Is such 
a sacrifice good or bad? What is good— 
the endurance of an unjust system or the 


imolerance thereof? Faith in black magici 
and witchcraft is bad while faith in the in¬ 
herent goodness of human beings is good. 
The judgment has arbitrarily used the 
terms to justify the senseless servility of 
Rekha to her husband who is a derelict 
and a degenerate. 

It is said in the judgment that there 
should have been some element of com¬ 
pulsion, fear or force by someone else to 
dub Rekha’s conduct as one of servility. 
A woman Is conditioned by the society in 
which she is born and brought up. The 
social milieu may compel her to submit 
to the base wants of her husband. If she 
does not comply with that, she will be 
labelled as a wanton woman. The law is 
intended against a society which makes a 
slave out of a woman, whether the society 
is hinder or not. 

The Board of Censors was required to 
examine Ihe film in the light of contem¬ 
porary standards of the country. The ‘con¬ 
temporary standards’, in the context, 
means modem standards. Nobody will say 
that the behaviour of Rekha conforms to 
modern standards of behaviour expected 
of an educated woman. 

The judgment on Putt Parameshwar is 
indicative of the predicament in which the 
Indian polity finds itself. 
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Intellectuals 


James Petras 


TWo diametrically opposed intellectual types serve as the model 
for Latin America’s new generation of the 1990s—the organic 
intellectuals of the 1960s and the institutional intellectuals of the 
1980s. 


IN Latin America twenty years ago it was 
virtually impossible to find a leftist intellec¬ 
tual willing to accept’ financing from 
externally-funded foundations. Today it is 
rare to find a researcher connected with any 
established institute who is not financed by 
one of the major or minor European or 
North American foundations. And for most 
of those who arc not funded, it is not 
because they object but because they have 
not yet established the proper contacts or 
connections. 

The dictatorships of the seventies initially 
played a major role in changing Latin 
America’s intellectual world, in the first 
place, military dictatorships killed or jailed 
man/of the leading intellectuids, particular¬ 
ly those linked with social activists. Those 
who were jailed (and were fortunate enough 
to be released), exiled, or expelled from 
universities lost their principal source of in¬ 
come. Journals were cios^; movonents, 
trade unions, and political parties were 
decimated; and magazines and newspapers 
were shut down or heavily censored. The 
intellectual class was politically and 
economically vulnerable and increasingly 
disposed to accept external funding as a 
mode of survival. 

On the other hand, due to the pressure of 
international public opinion (including 
human rights activists, the church, political 
parties, etc), government aid agencies in 
Europe and (Danada as well as private foun¬ 
dations in the United States increased their 
funding and liberalised their ideological 
criteria regarding potential beneficiaries in 
Latin America. Liberalised aid programmes 
and regimes' purges of political institutions 
and movements became the basis for the 
creation of a new intdlectual world; the 
externally-funded research centre. For 
politically and economically vulnerable in¬ 
tellectuals, this was in some cases a life-saven 
ties to European government funding agen¬ 
cies or Uni^ States foundations provided 
political protection and a steady source of 
income that allowed many to survii« and 
pursue a broad amy of research topics. The 
immediate resulu of this marriage between 
the liberal and social democratic founda¬ 
tions and the vulnerable intdlectuals all 
Mcmed for the good: while the universities 
and public hutitutions were being savaged, 
islands of ratiomdity, science, and critical 


analysis continued to collect data and 
publish social scientific studies. 

The larger, more established institutes 
were controlled and directed by centre-left 
imelleauals who had developed associations 
and linkages with overseas funding sources 
from the late sixties and early seventies. The 
growth and success of these research centres 
led to the proliferation of a host of new 
institutes—a literal alphabet soup of 
acronyms A broad spectrum of writers, 
political intellectuals, and economic analysts 
joined the rush to obtain foreign funds. With 
the return of many inteil^ctuals who had 
lived abroad, the number of institutes 
multiplied. Overseas the exiled intellectuals 
had in many cases received government or 
foundation funding and were in close 
collaboration with established social- 
democratic and liberal intellectual currents. 

A direct connection was established 
between the institutional integration of the 
displaced Latin American intellectuals into 
the iiberal/social democratic welfare state 
and their increasing consumption of post- 
Marxist intellectual currents. Upon their 
return to Latin America, these overseas 
structural and ideological networks became 
essential inpedients in the further expansion 
of new institutes. These networks were 
ciucial becai|se the economic conditions 
within Latin America in the post-military 
period were highly unfavourable. The 
economic issues were particularly sensitive 
because the retunung intellectuals experienc¬ 
ed a sharp decline in standard of living in 
relation to what they had been accustomed 
to in Europe, Mexico, Venezuela, or North 
America. 

In summary, the example of the econo¬ 
mically successful estabiisJied institutes, the 
leverage derived from externally-based con¬ 
tacts, the unfavourable economic coiuhtions 
in public universities, and the desire to 
cushion declining living standards—all these 
factors propelled the large influx of returned 
radical exiles into the increasingly com¬ 
petitive game of preparing proposals for 
external funding. Some research institute- 
oriented intellectuals were paradoxically 
aided by the deepening economic crises, 
which deepened the poverty and misery of 
the urban and rural (Kwr, thus increasing 
political concern among external funding 
agencies. Fbaring a new wave of social unrest 


terminate debt paymenu), foundatl^il 
poured new money imo the institutes. 

Common Themes and Policy 

Prescriptions ' 

While the first wave of external fundialj 
was directed at criticising the economie', 
model and human rights violations of tMS| 
military dictatorships, the second wave wgf 
directed at the study of new social move^ 
ments, while the third wave of fundiofV^ 
centred on the democratisation process and' 
the debt. The studies that emerged form g 
general pattern: the studies of the dictatOP- 
ship focused on its politically repressive 
feature and not on its economic and military 
ties to western European and North 
American elites. State violence was analysed) 
in terms of human rights violations, not as 
expressions of class domination—as part of 
the class struggle, as class violence. The 
political base that emerged from.these 
studies posed the issue as between conten¬ 
ding political conceptions, -a conflict bet¬ 
ween liberal democracy and military dic¬ 
tatorship: the deliberate dissociation of the 
class structure from state power was justified 
by the notion that the political sphere was 
’autonomous’ from civil society. 

Studies of social movements continued in 
the same fashion. These studies claimed that 
the social movements were counterposed to 
class politics, that the class structure from 
which they emerged was ‘heterogeneous*, 
and that the struggles of the social moves 
ments were far-removed from older ideolo¬ 
gical politics. The political line in regard to 
social movements was in the first instance 
that they should separate themselves from 
the ideological (radical) political parties; 
later, with the rise of liberal electoral parties, 
the political line shifted and the movements 
were advised to channel their attention 
toward the 'struggle for democracy’. The 
‘autonomy of social movements’ was pro¬ 
moted when the researchers sought to 
separate them from the revolutionary left; 
‘participation in broad democratic fronts' 
became the formula the researchers promo¬ 
ted when liberal electoral politics came to 
the fore. 

The third phase of funding—on demo¬ 
cratisation—was the most blatantly 
ideological: the research focused on a set 
formulas which justified accommodation 
with local and foreign military and economic 
elites as the only ‘possible’ viable option, 
thus freezing the process of transformation 
to a transaction between conservative 
civilians and the military. 

In brief, the research conducted by the 
Latin American institutes reveals a common 
set of themes and a common set of political 
prescriptions. The studies contain a great 
deal of data and information, but it is 
embedded in an ideological framework that 
is heavily biased by the politicid agendas irf , 
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‘ihiiSgr concern to thdr forefgn policy and 
V.iborponte (fecision-makers. They sought to 
fcisate politically acceptable alternatives to 
; t)K dictatorships, and put in place political 
^^orces capable of containing future chal- 
lenges to western liberal market hegemony. 
Their basic goal was to establish ideological 
' hegemony among the I.atin American intel¬ 
lectuals, since they serve as a major recruit¬ 
ing ground for the centre-left political class. 

The relationship between the external 
flinders and the research institute-oriented 
intellectuals is complex and subtle. There are 
no ultimatums, and the degree of overt 
political supervision is limited. There are 
frequent meetings and exchanges of ideas 
about suitable topics in which there appears 
to be some degree of reciprocal influence. 
Not infrequently, the funding agencies 
announce their annual research priorities—a 
highly politicised matter cloaked in social 
science jargon. The research institute direc¬ 
tors or entrepreneurs organise teams to 
formulate proposals linking the local reality 
to the proposed projects of their potential 
benefactors. 

Not infrequently the local research 
entrepreneurs are able to anticipate the wants 
and political needs of the overseas funders 
and to argue cogently for their interests. 
Thus the appearance of ‘local autonomy’ is 
harnessed to the political projects of the 
hegemonic powers. The incongruence of the 
appearance of intellectual autonomy and the 
deep economic dependence is both political¬ 
ly and psychologically important. Without 
the appearance of autonomy the pervasive 
compilation of data on sensitive subjects 
might be called into question. 

The overt consequences of economic 
dependence manifest themselves at the 
ideological level, setting the political 
parameters of intellectual di.scourse. Hence 
the importance of retaining a semblance of 
intellectual autonomy to dissimulate the 
dependence. Critical research on popular 
participation, grassroots organisation, in¬ 
comes policies, etc, is essential in fostering 
an image of intellectual autonomy, while the 
dissociation of these conditions from their 
imperial-class context further enforces the 
long-term structural linkages to the external 
boiefiretors. 

The transformation of the Latin American 
intellectuals centres on their incorporation 
as research funaionaries into institutes 
dependent on external funding. Their work 
requires them to provide information that 
their benefactors would not otherwise 
possess, and even more important, to cir¬ 
culate and implant the ideas and concepts 
acceptable to their benefactors as the domi¬ 
nant ideology within the political class. 

CHANGING Intellectual Pivot 

In the past Latin America possessed—in 
the best of cases—what Gramsci called 


political and social struggles ag^t im¬ 
perialism and capitalism. They were inte^ 
parts of trade unions, student movements, 
or revolutionary parties. Che Guevara, 
Camiio Torres in Colombia, Luis de la 
Puente in Peru, Miguel Enriquez in Chile, 
Roberto Santucho in Afgentina, Julio Castro 
in Uruguay, were a few of the hundreds if 
not thousands of intellectuais who integrated 
their intellectual work with the social strug¬ 
gles of their countries. And the consequen¬ 
tial organic intellectuals established the 
norms of behaviour for the rest of the intel¬ 
lectual class. For thousands of other intellec¬ 
tuals the political and personal example of 
the organic intellectuals served as a measur¬ 
ing rod which they approximated to a greater 
or lesser degree. There was a continual 
‘internal’ struggle between professional 
opportunism and political commitments, as 
I..atin American intellectuals strove to make 
existential choices. This struggle no longer 
exists—it has long been resolved and forgot¬ 
ten among the new breed of research 
institute-oriented intellectuals. The problem 
now is how best to secure the biggest sum 
of money from the most accessible outside 
funding agency. 

Today the institutionalised intellectuals are 
in a Foucaultian sense prisoners of their own 
narrow professional desires. Their links with 
the external foundations, international 
bureaucracies, and research centres dominate 
a vacuous and vicarious internal political 
life. In the past the organic intellectuals 
struggled with a self-sustaining, self¬ 
financing intellectual existence. They lived 
and suffered the economic cycles of their 
countries. Today the institutional intellec¬ 
tuals live and work in an externally depen¬ 
dent world, sheltered by payments in hard 
currency and income derived independently 
of local economic circumstances. The deep 
internal horizontal linkages between the 
organic intellectual and civil society con¬ 
trasts with the vertical linkages between the 
institutional intellectual and the external 
funding agencies and, with the advent of 
civilian regimes, with the local state and 
regime. 

The dictatorships indirectly created a new 
class of ‘internationallytoriented intellec¬ 
tuals, ostensible critics of the neo-liberal 
economic model, but just as deeply embed¬ 
ded in dependent relations with overseas net¬ 
works as their adversaries among the export- 
oriented and financial elites. This new class 
has a life and work style that contrasts 
sharply with those of the preceding genera¬ 
tions of organic intellectuals. 

An apocryphsd story occurred to me dur¬ 
ing my visit to Chile A director of a research 
centre invited his mother from the provinces 
to visit him in Santiago. He drove to the 
airport in his new Peugeot to pick her up. 
“Where did you get this beautifol car?” slu 
exclaimed as she observed all the gadgets on 


research to overthrow the dfeutbrship”, he ' 
answered. 

When they arrived at his suburban home, 
the mother gazed with wonder. “Where did 
you get this beautiful house?” 

“The Institute financed it. I need it for my 
research to overthrow the dictatorship.” 

They entered the dining room, where din¬ 
ner was waiting; a table covered with 
shellfish, fowl, salads, fruit, and fine wine. 
Eating heartily she asked, “Where did you 
get such an elaborate meal?” 

“The Institute finances it. I need it for my 
research to overthrow the dictatorship.” 

At which point, his mother plucked his 
ear and whispered, “Be careful they don’t 
overthrow the dictatorship and you lose 
everything”. 

And for those institutional intellectuals in¬ 
side the international foundation circuit, 
they do have a great deal to lose, but not in 
the way of any profound commitments to 
the popular struggle to transform the socio¬ 
economic system. Today’s institutional in¬ 
tellectuals look with disdain at the previous 
organic intellectuals—mere ’ideologists’— 
and look upon themselves as social scien¬ 
tists. There is of course no such distinction 
between science and ideology. The institu¬ 
tional ideologists are just as ideologically- 
oriented as their predecessors: their ’science’ 
is harnessed to a world of managed conflict, 
electoral elites, private markets, and social 
engineering. They are the ideological watch¬ 
dogs who have banished the politics of anti¬ 
imperialism to the nether world of forgot-' 
ten languages. They have described their own 
metamorphosis as intellectual functionaries 
as the culmination of a scientific revolution 
that transcends vulgar and parochial ideo¬ 
logical preoccupations. In the past, organic 
intellectuals passionately debated ideas 
because they.had direct consequences for 
their own personal commitments and parti¬ 
cipation. The institutional intellectuals 
change their ideas as frequently as their 
underwear. The posture of objectivity (the 
necessary methodology for external accep¬ 
tance) provides the proper distance from 
which to observe the struggles as objects to 
be contracted, managed, and governed. 

Tjie problem of intellectual enga^ment 
is relat^ to the audience to which each is 
directed: the institutional intellectual writes 
for and works within the conflnes of other 
institutional intellectuals, their overseas 
patrons, their international conferences, and 
as political ideologues establishing the 
boundaries for the liberel political class. The 
organic intellectuals mov^ in the world of 
the rank and file -political activists and 
militants, with a global vision that chal¬ 
lenged the boundaries of the bourgeois 
liberal market place Their work linked local 
struggles in the mines, banks, and fadories, 
as'concrete instances of global imperialist 
domination. They linked social discontent 
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New Language Codes 

The ascendancy of the institutional intel¬ 
lectuals has banished the key concepts which 
illuminated popular struggles: imperialism, 
socialism, popular power, and class strug¬ 
gle have disfmpeaied down the memory hole: 
they are unfashionable. In place of these 
precise formulations vacuous notions of 




essence of politics is bureaucracy. The axis 
of poiitics revolves around narrow institu¬ 
tional interests, developing ties with the 
chieftains of bureaucratic power centres. In 
this context the main intellectual concern is 
the renovation of formalism and legalism 
and the marginalisation of substantive 
politics. 

Political exhaustion (in the sense of the 
incapacity or unwillingness to formulate a 


of tuie ttrrof 'iMt "m propensities w; 
violence among slum dwellers, data useful 
for containing the popular insurgency. 
Ironically, it may be the external funding 
agencies which return the intellectual to the 
study of the relationship between class and 
state (and away from ‘state^centred ap¬ 
proaches), as they become preoccupied with 
the new wave of class struggle.- For exsunple, 
today at least five externally-funded projects 
are studying Sendero Luminoso in Peru. 


‘popular participation’, disembodied ‘debt 
problems’, and ‘social contracts’ have sur¬ 
faced in the conceptual apparatus of the 
institutional intellectuals, llie new language 
codes of the institutional intellectuals have 
a double function: they provide the ideo¬ 
logical watchdogs with the symbolic signals 
to evict ideologicaf trespassers, and they 
legitimate in the intellectuals’ own eyes their 
role as caretakers of the hegemonic ideology 
of the liberal funding centres. Among insti¬ 
tutes engaged in ideological diffusion 
through popular promotion and training, 
the negative effects of this style of intellec¬ 
tual work is magnified. In their promotional 
activity among the popular classes, problem¬ 
solving is localised and dissociated from any 
notion of state power and the construction 
of an alternative class-based vision of a 
demotfratic collectivist society, the original 
and creative project of the organic intel¬ 
lectuals. 

The conceptual and linguistic transforma¬ 
tion that accompanies the conversion of 
organic to institutional intellectuals is 
manifest in several distinct forms. The 
politics of language is the language of 
politics; as striking as what is written and 
published by the institutes is what is absent. 
In the present period when the major 
European and North American banks and 
corporations are engaged in a massive and 
sustained extraction of economic surplus, 
there is not a single externally-funded 
research centre in Chile, Argentina, Peru, 
Colombia, or Uruguay elaborating and 
deepening our understanding of the theory 
and practice of imperialist exploitation. 
Instead, we find the language of evasion, the 
social science of euphemism: the problem 
is posed as a balance of payment or ‘debt 
problem’. The institutional intellectuals 
engage in an ingenuous and clever abstrac¬ 
tion of ‘debt’ from class politics and even 
more from class struggle; From their vantage 
positions there are only disembodied class¬ 
less ‘states’ which negotiate with other 
‘states’: the institutional intellectuals have 
created the metaphysics of post-politics. 


global vision) is reconstructed as political 
theory—a sanitised compilation of concepts 
unrelated to historical struggles. There is no 
relationship between the political options of 
the institutional intellectuals and the reality 
of Latin America in the 1980s. Under condi¬ 
tions of absolute and sustained socio¬ 
economic regression, of massive popular 
misery and growing social discontent, the 
language and conceptual practice of social 
and political reconciliation are Surreal. They 
do not reflect objective Latin American 
realities; they mirror the reconciliation of the 
intellectual with the ideological parameters 
of overseas funding agencies. 

In the more intellectually consequential 
research centres there is a profound contra¬ 
diction between the deep structural problems 
that are rigorously discussed in great detail 
and the superficial policies prescribed in 
euphemistic bureaucratic language. The 
combination of socio-economic criticism 
and inconsequential political definitions 
defines the dilemma of the best of Latin 
America’^ institutional intellectuals. 

Whether this contradiction evokes per¬ 
sonal malaise among .some institutional 
intellectuals is a matter of conjecture. For 
most, institutional operations are the domi¬ 
nant reality in their everyday life. And for 
those who operate within institute rules, the 
important world is the realm of the inter¬ 
national institute circuit. Prestige and 
rewards revolve around the international 
conference and the advanced research centre. 
Key international research entrepreneurs and 
organisers of major multi-country research 
projects are decisive figures in the world of 
the institutional intellectual. 

NEGAfivE Role Models 

The rapid and massive growth of the in¬ 
stitutional intellectuals and their ascendancy 
in the 1980s obscures their increasing 
vulnerability. The universalisation of private 
interesu so apparent in their intellectual and 
personal lives provides no societal solutions 
and contributes to further fragmenting the 
fabric of civil society. Their overvaluation 


During the military dictatorships the 
research institutes maintained an ambivalent 
position: they published studies attacking 
human rights violations, income inequa¬ 
lities, foreign debt payments, and the neo¬ 
liberal economic accumulation pattern. At 
the same time the institutes couched their 
political prescriptions in terms of political 
and social alliances (including as their coali¬ 
tion partners economic and military elites 
and western capitalist democracies) that ap¬ 
peared to preclude the possibility of any con¬ 
sequential reforms. The research institute 
intellectuals' ambiguous treatment of critical 
socio-economic analysis together with their 
accommodations political presenptions were 
resolved with the transition to civilian elec¬ 
toral regimes. In some countries like Argen¬ 
tina and Brazil, the institutionalised intellec¬ 
tuals became important officials in the elec¬ 
toral civilian governments. These regimes, 
conditioned by their alliances with the 
military and economic elites, adapted to the 
pre-existing socio-economic structures and 
followed policies similar to 'those of their 
predeces.sors. In this context the institutional, 
intellectuals, including those occupying high 
positions in the regime as well as their peers 
who remained in the institute but who served 
as regime advisers, shifted their research 
agenda away from critical studies of in¬ 
equalities, dependence, and power, toward 
technocratic and developmental directions. 
Their criticism was no longer directed at 
their colleagues in the regime and state but 
at the trade unions, social movements, and 
political parties in civil society, pressuring 
the re|ime to fulfil its electoral promises. 
The most common and banal notion that 
informed the writing and occasional political 
pronouncements of the institutional intellec¬ 
tuals turned 'oficialistas' was ‘the double 
demon’. According to this idea, the civilian 
electoral regime was threatened by the right- 
wing military and the ‘radical’ or ‘extremist’ 
social movemenu. Thk institutional intellec¬ 
tuals resorted to amalgamating democratic 
social movements that struggled and elected 


In its broadest sense the ascendancy of the 
institutional intellectuals and the dedine of 
the oiganic intellectuals represents a cultural 
counter-revolution, a great leap backward. 
It is the world of the intellectual as ‘inside 
political advisor’, the managers of political 
conformity (or, in their language) of political 
consensus. For the repentoit ex-radi^ intel¬ 
lectuals (those who converted from a 


of individual freedoms at the expense of col¬ 
lective social rights puts them in opposition 
to rising social movements, with possible 
popular backlash over the long run. What 
has become central to th^ institutional intel¬ 
lectuals is the reprodui8«n of their insti¬ 
tutes. With increasing class conflict, it is 
expected that their overseas patrons will de¬ 
mand clear political deftikions—studies not 
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civiliim regimet with the mUitcry and 
paramilitary groups that were displaced. 
This piece of intellectual dishonesty is 
symptomatic of the advanced state of intel¬ 
lectual decay accompanying the conversion 
of institutional intellectuals into state 
functionaries. 

The intellectuals in uniform cannot con¬ 
front the crises of their liberal electoral 
regimes and the failure of Iheir policies of 
social contract. To do so would require that 
they move away from the ideological frame¬ 
work that secures outside funding. 

The iastitutional intellectual entrepreneurs 
not only know how and where to get 
abundant external funding, but they also 
know the dangers involved in posing social 
alternatives anchoicd in popular power to 
the existing decaying liberal democracies. 
Faced with this dilemma, the most con¬ 
venient posture adopted is to claim that the 
post-dictatorial situation is very difficult and 
complex, and that there are no easy alter¬ 
natives. This posture allows the institutional 
intellectuals to continue to receive outside 
grants while passing over the less attractive 
features and policies of their colleagues in 
the state. 

Thus very soon alter the transition to a 
civilian regime the institutional intellectuals 
shift from electoral celebration to political 
consternation: as regime apologists, they 
abdicate their responsibility as critical intel¬ 
lectuals. The current crisis of liberal 
democracy in lalin America is icflected in 
the crisis of the institutional intellectual, 
particularly as the outside aid agencies have 
begun to seek and fund other institutes with 
ties to the new ascending social forces. 

TVo diamcttically opposed intellectual 
types serve as the model for the new genera¬ 
tion of the 1990s—the organic intellectuals 
of the 1960s and the institutional intellec¬ 
tuals of the 19B0s. The impact of the latter 
on the present generation has been contra¬ 
dictory; while they have imparted methodo¬ 
logical skills, their theoretical and empirical 
studies have been lodged in an ideological 
context that provides an inadequate intellec¬ 
tual terrain to develop a basis for engaging 
in emerging class struggles. Nevertheless, the 
incapacity of the institutional intellectual to 
provide adequate responses to the pressing 
problems confronting liberal-democratic 
regimes has already set in motion the 
formation of nuclei of young intellectuals 
with ties to the political and >ocial 
movements. The negative role model which 
the institutional intellectuals provide for the 
new generation of intellectuals is found in 
the lifestyle and values that accompany their 
research—international networking and 
ambiguous political prescriptions. The 
current crisis in Latin America may force 
members of the new generation ot intellec¬ 
tuals who cannot be or choose not to be 
absorbed by the system to fight against it 
and to reconstitute themselves through 
organic ties to popular movements. 




CENTRE FOR DEVELOPMENT STUDIES 

Prasantnagar Road, LTloor, Trivandrum 695 Oil. 

The Centre for Development Studies invites applications for 
appointment to academic positions at all levels (Fellows, Associate Fellows, 
Research Associates) under the UNFPA sponsored International Ihiining 
Programme. 

Fellows/Associate Fellows: 

Essential: A creditable academic record with a Ph.D degree in Economics 
or Demography, and the ability to teach courses in areas .such as Economic 
Analysis and Planning, Population Policies and Programmes, Methods of 
Integrated Economic-Demographic Projections, Regional Planning and 
Urbanization, or Employment and Manpower Planning, as well as proven 
research interest on the interlinkages between Population and 
Development. 

Applicants for Fellows posts should have a minimum of 10 years 
experience (or 7 years experience for Associate Fellows) of teaching post 
graduate classes, experience in research guidance and outstanding research 
publications (like monographs or articles in journals of international 
repute). We are looking for persons w'ith a high degree of theoretical and 
analytical competence. Those with strong inter-disciplinary interests, 
historical perspectives and qualities of academic and organisational leader¬ 
ship will be preferred. 


Research Associates: 

Essential: Candidates should be below 30 years of age. with a creditable 
academic record, preferably a Ph.D degree, in Economics or Demography. 
We are looking for citit)didates with the ability to teach classes and take 
workshops and tutorials in demography, statistics, economic analysis and 
planning. Candidates with ability to teach on some aspects of the linkages 
between population and development, i.e. education, health, employ¬ 
ment, manpower plaiming, regional planning, population policies, or ur¬ 
banization will be preferred. In addition to the above, duties will include 
providing assistance to the teaching staff in preparing teaching matcrial.s, 
participation in Held study visits, and in research projects 

The above posts arc under the International Ihiining Programme in 
Population and Development and appointments will be made initially 
on a term contract for two years. Selected candidates may also join on 
deputation 

Other Posts: 

There may also be some positions available to the regular faculty of 
the Centre. We are looking for candidates with good background in 
economic theory and quantitative methods and proven ability in high 
quality applied economic research. These appointments will be on 
probation for one year, extendable to a second year If found necessary. 
The genera] qualifications will be the same as above. The number of posts 
to be filled will depend on the funding positio(i of the Centre and also 
on the Centre s specific teaching and research needs. 


The salary scales atuched to the posts are in accordance with the 
Central University pattern as follows: 

Fellow : Rs. 4500-150-5700-200-7300 

Associate FeUow : Rs. 3700-125-4700-150-5300 
Research Associate: Rs. 2200-75-2800-100-4000 

Applications In the prescribed form available on request to reach the 
Director by June 5,1989- Candidates from abroad may send applications 
on plain paper giving their bio-data and Indicating the post for which 
they are applying 

DIRECTOR 
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‘Visions for the Future’; One View 

Randhir Singh 


Indian economic development, with its structural logic of 
inequality and unevenness, has produced not only 'two Indias’ 
and an ever widening gulf between the two, but also a society of 
myriad old and new oppressions, insecurities and alienations, with 
no jobs or ideals for its youth or vision and values for the people, 
a society in deep social and moral crisis. 


MANY years ago, a scholar, Hayakawa, in 
his Language in Action, noticing the in¬ 
evitably value-laden nature of human 
language—which, presumably true of the 
language of the social sciences also—pointed 
to the entire ‘fact-value controversy’ being 
a wasteful exercise and made a distinction 
in political speech of ‘pure* words and ‘snarl’ 
words. ‘Vision’, now, is pre-eminently, 
though not invariably, a ‘purr’ word, sug¬ 
gestive of optimistic possibilities, of a fu¬ 
ture full of promise and achievement. Even 
otherwise, it is an optimistic view of India's 
present and future that has been endorsed 
most of the time—even if a trifle cautious¬ 
ly, via the conventional ‘on the one hand, 
on the other hand’, ‘balance-sheet’ appro¬ 
ach, typical of the academic and the scholar 
these days. This optimism, however, seems 
to me to be misplaced in view of the existing 
or emerging social and political reality in our 
country. When not a consensus of the arri¬ 
ved and the complacent, this optimism is on¬ 
ly an expression of nationalist faith or habit, 
of a patriotism which has grown tired and 
flabby over the years and which is nowadays 
daily sought to be flogged into some 
semblance of life or movement by the powers 
that be—through the media controlled by 
the state, through editorials and adver¬ 
tisements in the press through wayside hoar¬ 
dings and interminable singing and running 
for the country, on the television and 
elsewhere; throu^ the rhetoric of politicians 
and the laboured theorising of scholars, and 
through extravaganzas and utsavs and 
centenaries of all sorts. 

These goings on, despemte daily exhor- 
utions, not only betokra a certain waning 
of Indian nationalism in recent times, but, 
given the deepening crisis in our society and 
politics, they also remained us of what Marx 
once spoke of as “opium of patriotic feel¬ 
ings”, which the ruling classes often find 
useful for their purposes, especially in 
troubled times. Lest I be misundersto^— 
though 1 do carry “a cntificates it certificate 
of patriotism’, having spent nearly a year in 
prison during the fee^om struggle in ‘those 
ancient d^let me repeat what I haw stated 
elsewheR;' namdy, low for the Indian peo¬ 
ple; for India’s gk^ous heritage through the 
ages, including those magnificent otpies- 
rions of our people’s creativity in the then 
inevitable leUgloiis idiom, or a socfofisr com- 
mitment to the unity a^ interests of the 
Indian people and an abiding faith in their 


future. All this certainly does not require this 
opiate, which in fact carries within it the 
possibility of sacrificing the'people to ‘the 
nation’, as has happened before, elsewhere, 
and is almost beginning to happen, in its 
own way, in this country too. 1b borrow an 
analogy from Tom Paints famous rejoinder 
to Burke, admiration for “the plumage” of 
India’s dewlopment,over these forty years 
should not make us forget “the dying bird”. 
The world indeed looks very different from 
below, when the poor and the oppressed of 
‘our nation’ look at it. I agree that we need 
to cultivate optimism, today more than ever 
before, but it needs to be made of sterner 
stuff. 

I am aware of the problems besetting the 
making of meaningful, that is, reasonably 
valid, generalisations in social sciences. 
Yet generalisations have to be made if we 
would inove from information to knowledge, 
which, necessarily relative, partial and in- 
complne, is nevertheless, for us valid 
knowledge. And this has to be done even 
when the social reality being considered is 
the complex, contradiction-ridden continen¬ 
tal social formation, India. I am also aware 
that in making these generalisations it is 
necessary to provide empirical evidence, 
notice the historical specificities, and, almost 
always, qualify them to secure better validi¬ 
ty for them. But given the constraint of 
space, it is impossible to do this. 1 will, 
therefore, proceed to offer a few generalisa¬ 
tions only, wry briefly but with clarity and 
firmness which is rather risky and which 
scholarly sophistication, with its ‘now black, 
now white’ style of argument, genemlly tends 
to avoid, oblivious of Bacon’s aphorism that 
“truth emerges more easily from error than 
from confusion”. Confusion, laced with 
jargon, has in fact incmasingly become the 
art of the scholar, and the teacher, in this 
di.shonest and hypocritically wrbose age. 

Social Reality as a 
Historical Process 

Central to my argument is an understan¬ 
ding of social reality as a historical process. 
Thus: the character of our national mow- 
ment determined the nature of its outcome, 
the independence which, in turn, became the 
basis for the dewlopment of India in the 
nett for^ years and more; providing us with 
the present for our future to grow equally 
‘naturally’ out of it—unless, of course, a 


revolutionary break occurs, sometime, 
somewhere. Hence the need, for the sake of 
our future, to take a close look at the pre¬ 
sent that is ours. 

In every historical process there is 
continuity and there are breaks, at times even 
revolutionary breaks which involw a change 
in the economic basis, economic-structural 
relations of a society. In India, in our times, 
no revolutionary break has occurred, neither 
at independence, nor afterwards. The 
balance of social forces and ideals in the 
national movement resulted in the settlement 
of 1947 —its ‘transfer of power’ involving no 
basic economic or social structural change, 
but putting new, now Indian ruling classes 
in control of state power in India. (Nearly 
two decades later, Ounnar Myrdal was to 
write of “the new government’s role as the 
succes.sor to the British raj”, of “the gulf bet¬ 
ween rulers and ruled”, and the life-siyle and 
conduct of the new rulers which “encourag¬ 
ed the view that political independence had 
done little more than displace a foreign with 
a native privileged group”.) And these new 
rulers, subject to the necessities of the 
objective situation, soon set about using 
their newly-won state power to facilitate the 
growth of a government-supported capita¬ 
lism, even as they maintained, with due 
modifications, the class (exploitative) struc¬ 
ture of the Indian society as a whole. And 
the logic of this structure, the new and the 
old in it well articulating with each other, 
is writ large in the emergence of the now 
universally admitted ‘two-oations’ in our 
country in the post-independence period. ' 

In these matters, thesub/eerrve concerns 
of political leaders, of rulers or their politi¬ 
cal representatives, matter—but only margi¬ 
nally. In the. absence of revolutionary politics 
which changes the economic-struaural basis 
of society not only does the logic of this, 
basis assert itself in the economy, it also 
decisively conditions developments in other 
areas of social life, in politics, morals, 
culture, ideology, etc—all changes, no matter 
how important otherwi.se, yet remain essen¬ 
tially superstructural. Thus, for example, we 
know of Gandhi’s love and concern for the 
Indian people which to him meant, above 
all, the impoverished peasantry of India— 
“the semi-starved masses... slowly sinking 
to lifelessness” as he once put it—a love and 
concern, rather paternal in nature; which was 
possibly the most distinguishing feature of 
Gandhi’s social philosophy. Metaphorical¬ 
ly speaking, he wanted the peasant to inherit 
this country. Yet, it is not Gandhi’s peasant 
but a Birla who inherited India in 1947, 
along with, of course, communal violence; 
the partition, and all that. And of decisive 
importance here is the fKt that, beside other 
limitations, Gandhi’s political theory and 
practice (non-violence, trusteeship, satya- 
graha, etc) had no room at all for any ge¬ 
nuine economic-structural change, not even 
for land reforms a necessary though not suf¬ 
ficient condition for any improvement in the 
life of the vast masses of Indian peasantry. 
Inevitably he failed, here as also elsewhere 
in most of his declared purposes. Seeking 
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to emuR “the rights lUlte of prince and 
pauper'*, Candhism, in effect, only served 
as a petty bourgeois ideology in the service 
of the big bourgeoisie, in the Indian histo¬ 
rical process. It is a mark of the greatness 
of Gandhi, that truly munificent human 
being, that in sharp contrast to the pettiness 
of his many followers, he recognised his 
failure when it Tinally occurred and confess¬ 
ed it—“I do not understand how ail these 
terrible things are happening in our coun¬ 
try. .. What mistakes have we made, for we 
must have made mistakes? Otherwise how 
could all these things happen?**—and died, 
as he had lived, fighting for his people, a 
fulfilled yet disillusioned and disconsolate 
man. 

Or again, we know of Nehru’s concern to 
build socialism in India. He not only argued 
that “the only key to the solution of... 
India's problems lies in socialism”, but had 
also insisted; “and when I use this word I 
do so not in a vague, humanitarian way, but 
in a scientific, economic sense*’. Aware of the 
need for “vast and revolutionary changes” 
he, most perceptively, spoke of the “terrible 
costs of not changing the existing order”. 
Yet, once in power, Nehru shied away from 
the 'costs’ of even genuine land reforms— 
they “will present numerous practical pro¬ 
blems involving basic social conflicts (and 
may] give rise to organised forces of disrup¬ 
tion", the Druft Outline of the First Five-Year 
Plan warned. What is more, he simply aban¬ 
doned socisdism “in a scientific, economic 
sense”, that is, as a basic economic-structural 
change. Apart from the insistence on the 
state playing "a vital part in planning and 
development”, the focus is increasingly on 
the need to ensure “rapid economic develop¬ 
ment with continually rising levels of pro¬ 
duction”, “to exploit natural resources”, “to 
take sufficient advantage of the advance in 
science and technology”, etc. In fact, in a 
subtle, perhaps unconscious but politically 
most convenient shift, he now sought ‘the 
key’ not in socialism, but in the development 
of ‘science and technology—‘the temples of 
new India” and all that. He increasingly 
opted for what I would describe as ‘fetishism 
of science’, that is, investing science with 
powers it does not in itself have, expecting 
it to do the job of a social revolution, which 
it simply cannot. Inevitably, once again, the 
logic of the economic structure asserts itself; 
what has got built in India is not socialism 
but capitalism, a state-supported capitalism; 
evra the noisy advocates of ‘the non¬ 
capitalist path of development’, in India and 
elsewhere, now recognise this. Rhetoric of 
socialism, now redefined as ‘a socialistic pat¬ 
tern of society’, whatever, that means, has 
served only to deceive and win mass support. 
And Nehru, even as he gave India the much- 
lauded ‘vision of socialism’, in effect, helped 
reduce it to only a ‘vision* in India. History 
u indeed a very cruel mistress. 

SPEcinciTY OF Indian Capitalism 

It is not possible here to explore the 
historical specificity of Indian capitalism 
except to suggest that, presided over by a 
bourgeoisie bom old without ever having 
known youth, with none of the posable vir¬ 
tues of youth and all the vices of old age, 
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it has been described as “some strange kind 
of corrupted capitalist growth” (Romesh 
Thapar), where, in the words of Marx, “We 
suffer not only from the living but from the 
dead” also. But we do need to notice its 
essential logic as a capitalist economic 
system. Just as, before 1947, the structural 
logic of British imperialism meant the ac¬ 
cumulation of wealth in England and of 
poverty in India, the structural logic of 
Indian capitalism is most manifest today, as 
already mentioned, in the creation of ‘two 
nations* in this country in only ‘forty years 
of freedom’. And this structural logic should 
not be allowed to be obscured by a narrow 
economistic concern with growth rates. It is 
well to remember what a president of Brazil’s 
military government once said. On a visit to 
the US in the late sixties, and asked about 
the situation at home, he replied: “The 
economy is doing fine. The people are not.” 
Indian economic development, with its 
structural logic of inequidity and uneven¬ 
ness, has produced not only ‘two Indias’ and 
an ever widening gulf between the two, with 
all its disintegrative consequences, but also, 
together with poverty and hunger and heart¬ 
breaking inhuman conditions of life for the 
vast masses of our people, a society of 
myriad old and new oppressions, insecurities 
and ^ienations, with no jobs or ideals for 
its youth or vision and values for the peo¬ 
ple, a society in deep social and moral crisis 
indeed; which has, incidentally, provided a 
continuing social-material basis for the pro¬ 
duction and reproduction, sustenance and 
reinforcement of all sorts of religiosity or 
dharmikta,. revivalism, fundamentatism and 
obscurantism, and also ideologies and prac¬ 
tices like communalUm—all of which, 
especially the Hindu variety, is now being 
actively sponsored and utilised by the state 
in India, with Congressfl) in power, to secure 
a newer basis for the increasingly undermin¬ 
ed hegemony of the Indian ruling classes. 

Ibday, every aspect of social life in India 
bears the signature of this historically 
specific Indian form of capitalist 
development—its mark is there on our 
morality, our culture; our politics, on 
everything, everywhere. It is there, for exam¬ 
ple, on our ‘national int^ration’, or the so- 
called ‘mainstream*. The ^ to Im deplored 
is not that we are not integrated but that we 
are integrated the capitalist way, which car¬ 
ries within it strong disintegrative conse¬ 
quences. It is not without reason that today, 
especially in the absence of class-based peo- 
gle*s politics, all the identities, all the divides 
and tissures of Indian society are simultan¬ 
eously becoming significant and nplosive. 
In this connection I recall my visit to Imphal 
some years ago. At the end of my talk, a 
Naga student argued and then asserted: “We 
refuse to be integrated.** 1 politely inquired 
if they had tmy corruption there, in Manipur 
or in Nagaland. He immediately answered 
and with great anger; “Of course; it is there, 
all over the place; heaps of it” I then told 
him; “In that case you are already integrated, 
ymi are very much in the nuinttream!* Moig 
seriously, I went on to explain that having 
been drawn into India's dmloping market 
economy and, therefore; into its morality, 
and culniic; and politics, they, the Magas and 
others, are already in the ‘national main¬ 


stream*. Only, since it bears the impress of 
India’s corrupt and corrupting, somewhat 
lumpen, capitalist development, it is increas¬ 
ingly a dirty mainstream—corrupt, commu¬ 
nal and criminalised, a repress!vely 
homogenising mainstream. I added that 
their only choice now—for, given the power 
of Indian economy and state, other options 
are closed—is to join with the straying 
Indian people and together build a clean and 
healthy, many-splendoured, socialist 
mainstream. 

Incidentally, with us on the plane to 
Imphal travelled a Delhi-based forest con¬ 
tractor. He spoke of money, of protits and 
entrepreneurship, of nationalism and 
economic development of the north-east, 
and then, peering through the early morn¬ 
ing mist at the barely visible vegetation 
below, casually informed us: have 

cleared the forests on this tide and now we 
are going to clear them on that side too." 
Some ‘national development* this— plain, 
profit-powered itiunder of local resources for 
the benefit of others, a few, elsewhere! This 
apart, it should not be difficult to unders¬ 
tand that given the logic of an essentially 
capitalist development, all effort at saving 
our natural heritage or environment is only 
a labour of Sisyphus. 

Distortion Is the System 

This is the Nehru centenary year. A 
flourishing business is on, ‘the Nehru busi¬ 
ness’, for politicians and others, and for 
scholars as well, ostensibly to honour the 
memory of one who was undoubtedly a 
most remarkable man of our times. There 
is widespread yearning for ‘the age of Nehru’ 
indeed the golden age of the post-colonial 
state in India, which seems to have passed 
away all too soon. There is widespread 
lamentation too, for the ‘distortion* that is 
supposed to have occurred in the Indian 
political system since Nehru’s days. But if 
my argument so far has any meaning, it is 
this: it is not that the system has got 
‘distorted’; rather, distortion is the system 
that Nehru built and presided over, only its 
dormant contradictions are now surfacing 
with explosive force. That is why so many 
of those yearning and lamenting these d^ 
politicians as well as scholars, especially tire 
more innocent ones, who remember ‘the 
deeper historical forces* only when criticis¬ 
ing Maulaim Azad but forget them when 
assessing Nehru, appear to me to be as many 
orphans from 'the Nehru era*. 

I have so far dealt with the Indian 
economy and its structural, exploitative, 
logic, today manifest in the Indian society 
as a whole. But what of the state; the Indian 
democratic state? I shall be content to make 
only a very brief comment. 

After 1947, the state in India—as in other 
old or newly independent capitalist countries 
of the third world, suffering from endemic 
economic back wanness and poverty, above 
all as a result of colonial domination, old 
and new—was the focus of two seemingly 
interrelated hopes or opectations. In the 
first place, given the economic weakness and 
lack of Intimacy of the Indian bourgeoisie 
as a whole, the state was expected to in- 
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teniM; hi^ Wad actively par^patc in the 
procen of economic dmiopment of the 
country. In the second place, it was expected 
to te an agent of equity in social life, of 
distributive justice for the people, which 
economic development by itself may not be 
able to ensure. It is obvious the subject to 
the historical constraints, external as well as 
internal, the state in India, acting, in Engels’ 
words, as “the executor of the economic 
necessities of the national situation", has 
fulfllled the first expectation reasonably well: 
it has facilitated the development of a state- 
supported capitalism in India. But it has sad¬ 
ly belied the second hope or etpectation. The 
policies and practices of the Indian state 
have failed to secure equity or distributive 
justice, ‘growth with justice’ as the cliche 
goes, for the vast masses of Indian people. 
On the contrary, even as it has continued to 
serve as an instrument of coercion against 
them, significantly enough, even of the 
funds directly allocated for poverty 
alleviation—to gain legitimacy or in 
response to the demands of ‘democratic 
politics—only the ‘leakages' have reached 
the poor, the ‘flood’ has gone elsewhere. This 
apart, the state in India, over these forty 
years, has certainly not been wanting in 
carrying out what has been the basic func¬ 
tion of the state in all class-divided societies, 
namely, to serve as the organiser of society 
in tKe interests of the class-exploitative- 
structure taken as a whole. 

Of course, dangerous aberrations or 
departures notwithstanding, we have had 
‘democratic politics’ so far. And democracy 
in India is, whatever its limitations and 
however weak or fragile, i) hard-won achieve¬ 
ment of the Indian people; and they certainly 
need it, more^han the ruling classes do. It 
has certainly served to curb the authoritarian 
political logic of the Indian economic 
system, and brought benefits, however, 
marginal these may have been even to the 
common Indian people. They certainly need 
to struggle to defend it, to preserve and ex¬ 
pand it. And they have so struggled all these 
years, as best as they could. Yet, as Bagehot 
observed, with obvious satisfaction, in an 
earlier, more honest age: “democracy is the 
way to give the people the greatest illusion 
of power while allowing them the smallest 
amount in reality”. Here, I might mention 
that over the years I have asked my studepts 
the question: “Who rules India?” Invariably, 
having learnt their ‘political science* well, 
they have answered anthout the slightest 
hesitation: “The people rule India”. 1 have 
then asked: “Who is starving in India?" Now 
they would hesitate, hum and haw, shift un¬ 
comfortably, and then rather unwillingly 
concede: “The people are starving.” So the 
rulers of India are starvit^l No wonder 
Marx had insisted: “all science would be 
superfluous, if the appearance, the form, 
and the nature of thin^ were wholly iden¬ 
tical”. obviously, democracy has not meant 
effective politi^ power for the Indian 
people. Even so sympathetic a scholar as 
Ounnar M^al has pointed out: "Demo¬ 
cracy has not enabled the majority of poor 
peo^ to giaq;>, and organise themselves for 
utilising, political power to advance their 
own imerasts.” V K R V Rao too has notic- 


ad that to far as “the poor Hid dqxrived sec- 
tioiu of the people” are concerned, “parlia¬ 
mentary democracy has not been ^le to 
meet the challenge^’. He has spoken of “a 
political alliance of the interm^ate classes 
with the upper classes, resorting to socialist 
ideology only to win mass support but using 
all levers of power to facilitate a type of 
capitalist development in the interest of a 
narrow section of Indian society”. In other 
words, if India’s ‘national economy’ has 
been anti-poor over these forty years, so has 
been India’s ‘democratic stat^. It has been 
and continues to be a class-state. The state 
in India, far from being a part of the solu¬ 
tion, is itself a part of the problem. 

Indian POLnit-S: The Two Side.s 

One final point. And this concerns con¬ 
temporary Indian politics, the arena of 
decisive struggles for India's future, f ollow¬ 
ing independence, throughout the Nehru era, 
what dominated the scene was politics of the 
luling classes as conducted by their political 
formations, the dominant Congress(l) and, 
the rest, more or less as a ‘Hindu undivided 
family’, on the basis of a working ‘ consen¬ 
sus', a balance of (uswer and interests among 

them, the beneficiaries of the system as a 
whole But after the economic crisis of the 
mid-sixties, and subject to the continuing 
constraints of the economic situation since 

then, this ‘consensus’ or ‘balance’ has been 
lost, the beneficiaries, ever more greedy and 
unprincipled, have been violating the lules 
of their own political game, inside the parlia¬ 
ment or legislatures and outside—and 
‘democratic politics’, insofar as it also pro¬ 
vides a basis for the hegemony of the rul¬ 
ing classes and serves as an impersonal, non- 
arbitrary device for resolving their internal 
conflict of interests while articulating and 
promoting these interests as a whole has 
been seriously undermined. Ruling class 
politics, led by the Congress(I), has in fact 
increasingly acquired a no-holds-barred 
quality and with its corruption, criminali¬ 
ty, communalisation and lumpenism, its 
philandering populism and utter uitscrup- 
lousness, has today become a potent threat 
to Indian democracy as we have known it, 
and a deadly exercise for our people, produ¬ 
cing one tragedy after another for them. 
Punjab is the worst example—so far. Faced 
with (xspular discontent, disruption and 
disorder in civil society, and on ever- 
deepening crisis of their legitimacy, the rul¬ 
ing classes, above all through their dominant 
political formation, the Congressfl), are in¬ 
creasingly seeking authoritarian, even fascist 
answers to their problems. 

But there is another reality too in Indian 
politics, the struggles of our common peo¬ 
ple; which are emerging on the material basis 
of an economy which has meant not only 
exploitation and oppression of the people 
but also unequal and uneven development 
in the country as a whole; and these strug 
gles today include those of our more disad¬ 
vantaged nationalities and ethnic groups, 
and various onrressed and discriminated- 
agaiiui minorities or identities, tdigious and 
other, women, dalits, tribals—whose strug- 
gl^ however, need to be infused with 


socialist concerns and articulated wiflt a-■ 
class-based people's politics, if they are not : ; 
to divide the oppressed even more, distort - 
or corrupt their consciousness still further, 
disrupt their actual or potential common . 
strugi^es, and end up serving only tlw a- 
ploiting elements and vested interests within, 
who would be content to find a place for 
themselves in • India’s underdeveloped . 
capitalism and overdeveloped' bourgeois 
politics. I am aware, in fact painfully aware; 
of the weak and fragmented condition of 
these struggles of the extraordinarily com¬ 
plex and (UfTicult issues of theory and prac¬ 
tice, politics and organisuion. facing them. 
Yet, outside and beyond the present diy 
bourgeois politics, it is here, in the emerg¬ 
ing struggles of our common people. thH 
hope for India’s future lies. 

At the outset, 1 had mentioned the need 
to cultivate optimism, optimism of a sterner 
sort. In today’s India, tto optimism is possi¬ 
ble a la Romain Holland’s maxim only, a 
maxim that Gramsci, sick and slowly during 
in Mussolini’s prison, endorsed : “Pessimism 
of the intelligence, optimism of the will” 
Gramsci had also Insisted; “It is necessary 
to direct one's attention violently towards the 
present as it is, if one wishes to transform 
u!’ Obviously, this is addressed to the revolu¬ 
tionaries. And we here are no revolutiona¬ 
ries. But as scholars we should certainly be 
aware that India’s future will be determin¬ 
ed by the larger historical forces which 
revolutionaries in India represent, and that 
it is possible for us to recognise and help 
these forces wherever we are. And we must 
so recognise and help, as best as we can, this 
alone is everybody’s guarantee of honour in 
other people's thoughts. It may be that thte 
will not add up to much. 1 am in fact con¬ 
vinced that what ^oes on at seminars or, for 
that matter, in our universities and social 
science research institutes, is only of 
marginal relevance to the problems and pro¬ 
spects of the Indian Poole’s struggle for a 
better future. But then these are the places 
where we work. And it is axiomatic; for most 
of us, that we make our efforts where we 
work, or we shall make no effort at all. 

Note 

[This is a written version of the oral presenta¬ 
tion made in the Panel Discussion on ‘Visions 
for The Future’ at the seminar on ‘India since 
Independence', organised by the Indian Coun¬ 
cil of Social Science Research in New Delhi, 
December 26-30, 1988] 

I Reference here is to my ‘Theorising Commu- 
nalism’ (Bconom k and Political Weekly^ July 
23,1988), part of whose argument has been 
used in this presentation. 
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A Deficient Efficiency 

Errol D'Souza 

A Theory of Efficient Co-operation and Competition by Lester G Telser; 
Cambridge University Press, 1987; price not stated. 


ON the basis of Shubik’s (1987) recent 
classification of game theories Iblser’s book 
is decidedly in the realm of High Church 
game theory—the domain of mathematics, 
axiom systems and solution concepts. Much 
of it, according to Shubik, verges on “art for 
art’s sake” and the ability to have the time 
to do it is provided by academia and a few 
roundation.s. lelser's basic tenet is that 
“under the cost conditions typical of many 
industries in a modern frec-enterprise 
economy, it is not possible to have efficient 
results unless there are areas of co-operation 
among firms and among customers as well 
as rivalry” (p I). In coming to this conclu¬ 
sion Telser views a proper end in theorising 
to be an efficient equilibrium where changes 
are not possible that would make someone 
better off without making at least one other 
person worse off (p 45). He claims that some 
of his analt^is stems from the theories of 
very distinguished economists like Edge- 
worth, Bohm-Bawerk, Marshall, etc. 

What Ibiser does hot mention is that these 
very economists had a “celebrated dispute” 
to use Robbins’ (1930) phrase concerning 
“disutility, cost and sacrifice”. Edgeworth 
(1923) claimed that in Bohm-Bawerk’s book 
Positive Theory of Capital, he read little 
about the mobility of labour seeking the 
position of minimum cost in the sense of 
effort and sacrifice; little about the equa¬ 
tions of the net advantages of the different 
occupations (Edgeworth. 1923, pp 29-30). 
Thus, costs exert an influence on price due 
to the disutility of labour. 

Bohm-Bawerk (1939) in his reply distin¬ 
guished a capitalist economy from an 
economy of independent workers or a 
Robinson Crusoe economy. In the latter 
cases, he argued, since the labour is entirely 
bee to determine the length of his working 
day, he will take into account both the utility 
of the product and the disutility of labour. 
He would continue to work till the time 
where the disutility of labour is exactly 
counterbalanced by the utility of the goods 
produced. By contrast, in a capitalist 
economy, the labourer, Bohm-Bawerk 
claimed, is not free to determine the length 
of his working day and the hours of labour 
ate fixed more or less by custom or law. 
Thus, the organisation of the firm requires 
that some decisions such as stating how 
much and with what intensity to work 
cannot be made separately by each indi¬ 
vidual in pursuit of his own private interest 
but must be made by an authority for the 
very reason that they concern how indi¬ 
viduals, characterised by diverse preferences, 
are going to co-operate: 

People as producers are thus always, a 
meaiu only and never an end and utility is 


thus affected only by the goods consumed 
and not by the labour performed. Walras 
(1977) by defining work as forgone leisure 
and assuming that leisure and not work 
affected utility also implicitly assumed that 
workers are indifferent to the kind of activity 
that they perform in production. Thus, 
whereas the total amount of manpower 
expended in production affects social 
welfare, given the amount, a change in the 
allocation of manpower among different 
productive uses does not affect social utility 
since in that case the amount of leisure time 
is unchanged. This permits the optimisation 
problem to be carried out in two indepen¬ 
dent steps. The first step is to find the set 
of efficient output vectors from the feasible 
set, while the second is to determine which 
output vector maximises social welfare. 

However, when preferences about work 
are taken into account, the problem of maxi¬ 
mising social welfare cannot usefully be 
broken into two steps (Pagano, 1983). The 
problem of choosing the set of optimal 
techniques of production cannot be treated 
purely as an engineering problem. Social 
preferences matter not only in order to deter¬ 
mine which output vector should be produc¬ 
ed, but also in order to decide how output 
should be produced. The use of a certain 
technique involves a certain set of uses of 
manpower to which society cannot be indif¬ 
ferent. An ^ident’ equilibrium could mean 
an ‘inefficient’ equilibrium when the pre¬ 
ferences of workers are taken into account. 

What Telser considers an efficient 
equilibrium could very probably be an in¬ 
efficient one. This is likely considering the 


technology that Telser emphasises as typical 
of many modern industries; capital-intensive 
methods of manufacturing, mass produc¬ 
tion, and the use of interchangeable parts 
(p I). The aim here is to produce the maxi¬ 
mum amount of wealth and not to change 
the character of the labour process. The 
technology Telser analyses enables entre¬ 
preneurs to increue the product by creating 
a vast number of jobs that do not require 
any specific skill- A hierarchy is creat^ in 
the set of jobs performed in the factory 
according to their skill requirement. At the 
bottom of the hierarchy, the jobs do not 
require any job specific skill. As relative 
wages are an increasing function of skill it 
is always convenient for the employer to 
divide the production process into ‘fines’ 
jobs involving the performance of fewer 
tasks and therefore a lower degree of skill 
and lower wages. It is this logic that runs 
the assembly plant of auto production which 
Telser (p 7) does not mention but is so 
appreciative about. But, b>' simultaneously 
de-skilling jobs and making them repetitive 
and disagreeable, they may actually result in 
a less efficient solution for society as a whole 
if workers’ preferences are taken into 
account. 

It is true that the complications of a 
modern technology is that costs are lower 
if producers make commitments in advance 
of the revenue they expect to receive (p 33). 
More specifically, producers incur Hxed costs 
and so become hostages to the vagaries of 
an uncertain demand. Wherever average 
costs are declining with increased output due 
to economies of scale, marginal cost is less 
than average cost, and marginal cost pricing 
which is what Ibiser proclaims in his inven¬ 
tory etample (p 36) will fail to break-even. 
This is a standard result in the theory of 
public utility pricing which tells us that if 
we want to maximise total surplus (and for 
economists of this bent of mind the sum of 
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an index of economic efficiency) lubject to 
a break-even constraint, prices must differ 
from marginal cost. In fact, Ramsey prices 
lefier to the set of uniform prices which 
maximise total surplus subject to the break¬ 
even constraint. 

But, if prices are allowed to vary not only 
between markets but also between con¬ 
sumers in the same market, the device of 
non-uniform price schedules allows this and 
co-operation and competition is born. In 
cases where marginal cost pricing will not. 
cover the total costs of the firm, non- 
uniform prices can be used to increase total 
surplus and hence efriciency above the level 
possible using only uniform prices. This 
seminal result is due to Willig (1978). Given 
the increased sub-specialisation going on in 
economics it is not surprising that 'Riser by¬ 
passes this fascinating area of work which 
addresses many issues close to his heart. 
Non-uniform prices include quantity dis¬ 
counts and quantity premia. Non-uniform 
prices allow both consumers and producers 
to co-operate in such a way that none loses, 
^so, because of many consumers and a 
Ivge demand, non-uniform pricing is pos¬ 
sible If demand is low, it is not. and co¬ 
operation breaks down. 

Iblaer’s book, then, is ‘a’ theory of effi¬ 
cient co-operation and competition. It is a 


dendait emefency lUt does not take into 
account the prefeienees of nvorken for the 
kind of work they would like to perform. For 
the High Church game theorist, however, 
there is much here he would Hnd fascinating, 
like new results for the Cournot-Edgeworth 
models of duopoly uid on the conditions 
necessary for a self-enforcing agreement. 
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Industrial Growth and Employment 


Bagaram Tulpule 

Employment and Stractural Change in Inilian Industriea: A Drade Union 
Viewpoint, ILO-ARTEP in collaboration with ICFTU, INTUC and HMS; 
pp X -F 107, price not stated. 


THIS slender volume brought out by the 
Asian Reponal Ibam for Employment Pro¬ 
motion (ARTEP) sponsored by’the ILO, 
World Employment Programme; is based on 
the papers and proceedings of a research 
seminar on Employment and IbchnologicBl 
Change in Indian Industries, organised in 
New Delhi in November 1987 by ILO/ 
ARTEP in collaboration with the Inter- 
tutional Confederation of Free IVade 
Unions (ICFTU), Indian National 'Dade 
Union Congress (INTUC) and Hind 
Mazdoor Sabha (HMS). Eighteen research 
studies done by trade union researchers 
about the labour market and employment 
situation in several industrial centres in India 
were presented at the seminar. The ARTEP 
had commissioned two papers, one by T S 
Papola and the other by A N Mathur to 
place the main theme in a broad perspec¬ 
tive of the economic and industrial develop¬ 
ment scenario in the country. The present 
book incorporates, besides the papers of 
ftpola and Mathur, 10 out of the 18 pai^m 
presented at the seminar by trade union 
reseaiehersl A chapter on Development 
Experience and Employment Performance 
and a last chapter by w^ of Concluding 
R emar ks, presumably contributed by 
ARTEP, conqtlele the book. 


The trade union researchers' papers in¬ 
cluded in this book present the prevailing 
employment and labour market situation in 
Deima (MP), Kanpur (UP), Jamshedpur and 
Dalmianagar (Bihar), Rourkela (Orissa), 
Bangalore (Karnataka) and Vishakapatnam 
(AP) and in the Ibxtile and Banking in¬ 
dustries as a whole. A paper which does not 
fall in this genre at all and which seems to 
have little to do with the main theme of the 
soninar, bears the ci|Mion: *'A Case for 
Rational Minimum Wages”. Although 
thematically a misEt in the seminar and in 
this book, this paper is of considerbale 
interest as it presents extensive statistics 
about the prev^ing wage rates notifled for 
different employments in different states 
under the Minimum )Mwes Act. With very 
few exceptions, this paper points out, all the 
figures of minimum wages fall way below 
the figure of household income which has 
been adopted .as the Poverty Line in the 
Seventh ^n. Thus, even if the rampant 
violation of the Mii^um Wages notiEca- 
tions as well as the vast number of workers 
whose mployments are not covered by the 
Minimum Wvet Act at all are ignored, even 
tte workers who get the noEEed minimum 
wages and, hopefully. $et regular work 
cannot climb above tlte poverty Knu This 
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rnttes flOMenwMrthe uray the concept el 
minimum wage is operationalised in our 
country and also of the ofEdal claims about 
so many crores of people having been lifted 
above the poverty line.' 

As exercises in research, the papers by 
trade union researchers cannot be rated very 
high. They are brief and present simple 
information and Egures that are readily 
available; The conclusions they draw are also 
fairly simple and obvious. Tb say this is not 
to run down the efforts made by them. After 
all, research as an activity is rather new to 
our trade union organisations. The theme 
of this seminar, too, is one on which even 
reputed scholars have been unable to do 
much more than present statistics and some 
limited analysis. The problem of promoting 
employment on a scale commensurate with 
the numbers of our unemployed is so vast 
and complex that no really satisfactory solu¬ 
tion to it has been offered from any side No 
wonder that trade union researchers have not 
been able to do .so. 

The chapter on Development Experience 
and Papola’s paper present succinctly and 
clearly an overview of the present employ¬ 
ment and the labour market scenario in the 
country. 1'hey highlight the fact that 
although there has been enormous industrial 
growth and diversiEcation, the rate of 
growth has remained tardy and employment 
in the organsied sector is virtually stagnut, 
that in the private sector employment is 
actually shrinking. Even the growth of 
employment in the public sector is largely 
in government administration, defence and 
some elitist services. The virtual stagnation 
of the share of primary and secondary 
sectors and the disproportionately rapid 
growth of the share of the tertiary sector in 
the national product, it is stress^ is not 
likely to help generate much employment 
nor eradicate poverty, ftipola also identiEes 
the increasing capital intensity of manufac¬ 
turing industries as a factor inhibiting 
generation of employment and refers to the 
increasing practice of sub-contracting, 
undercutting the wages and other beneEts 
available to workers. But so far as the pro¬ 
motion of employment on a large scale is 
concerned, neither of these papers has any 
specific proposals nor suggestions to offer. 

This broad outline is Eeshed out by the 
facts and Egures contained in the papers of 
the trade union researchers. The picture that 
emerges is, indeed, depressing. In every 
paper is presented a story of stagnant or fel¬ 
ling employment in the inincipal industry 
in the centre covered, the continuously 
increasing numbers on the live registers of 
the employment exchanges, the miniscule 
proportioq of placements to the number of 
fresh job-seekers and the generally despair¬ 
ing employment prospects. The variations 
among the papers ate only of detail and of 
sophistication of presentation, not of 
substance. 

The story of Dalmianagar is in acat^ory 
by itsejf. A modern, thriving, diversiEed 
indust^ complex suddenly closing down, 
throwing out of work some 12,000 workers, 
would be an interesting case for a mu^ 
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more titotough study than is presented.in 
this book. The ostensible cause for the 
closure, permission for whioh was consistent¬ 
ly refus^ by the Bihar government, was the 
inability of the employer company to pay the 
huge outstanding dues of the Bihar Electri¬ 
city Board, running to over Rs 5 crore 
Dalmianagar, no doubt, had a fairly long 
history of unhappy industrial relations. The 
intricacies and vag^es of Bihar politics also 
presumably had their part in this unedifying 
episode. Even the order of the highest 
judiciary in the land could not secure for the 
displaced workers the payment of their 
rightful dues. 

An interesting feature common to almost 
all papers including that of Papoia and the 
ARreP chapters, is that while they all iden¬ 
tify the steady influx of higher technology 
as a principal cause of the poor or negative 
employment generation in manufacturing 
industries, none of these squarely confront 
the crucial issue of technology policy in the 
context of employment generation. All 
papers, including those of trade unions, 
accept the inevitability and even the desir¬ 
ability of adopting high technology without 
trying to look in a more critical and differen¬ 
tiated way at the pros and cons of it. Having 


uncritically accepted the need for advanced 
technology, the options available for limiting 
the adverse employment effects of it ate 
naturally limited.’Understandably, then, the 
authors of the papers have only some very 
vague and general suggestion to offer to 
meet the situation: advance consultation 
with unions, proper manpower planning, 
expansion and diversiHcation of operations, 
retraining and redeployment of displaced 
workers and so on. They do not seem to 
recognise that these arc only palliatives, not 
remedies. 

Notwithstanding these limitations, the 
seminar and the present publication are to 
be welcomed, if only because they are among 
the first indications that our trade unions 
are willing to look beyond the immediate 
wages-DA-bonus issues of their members 
and think seriously about issues of broader 
as well as more basic concern to working 
people. It is to be hoped that the study 
initiated through this seminm is carried 
further and deeper by the trade union 
organisations, its developmental and struc¬ 
tural aspect, explored in more forthright and 
concrete terms and the conclusions trans¬ 
lated into specific trade union policies and 
programmes of action. 


Drinking to the Transnationals’ Health 

Ankle Hoogvelt 

Merchants of Drink by Frederick Clairmonte and John Cavanagh; Third 
World Network, 1988; pp 190 $22 (hardback) and $14 (paperback). 


IN these heydays of the New Right when the 
likes of Hayek and Friedman once more 
extott the virtues of the competitive market, 
it is both refreshing and sobering to come 
across a book that teUs a very different stwy. 
A story moreover that is replete with hard¬ 
hitting facu, painstakin^y assembled, 
scrupulously examined and forcefully pur¬ 
sued. They are tracked down to their begin¬ 
nings in time—in colonial history—and in 
space—on the plantatioiu of the third 
world—and they are chased right up to 
where they end today:‘on our supermarket 
shelves, in our .vendor machines and bars. 
Ominously, we follow them doing a U-turn 
back again to the third world’s millions of 
hungry and thirsty. 

The story is about the beverage industry: 
how it connects up our bellies with the 
world’s resources of liquids. Much of what 
we drink, from alcohol to soft drinks, from 
coffee and tea to milk and God’s own fresh 
water, that last bastion of public provision, 
is being grown and tapped, fabricated and 
transformed, packag^ and advertised, 
marketed and priced, by a few all-powerftil 
Ihmsnational Beverage Conglomerates 
(TBCs) who are locked in a furious battle 
for friU control of our stomachs. 

UnstoppaUy, this battle leads not to what 
the gurus of free market competition would 
have us believe, namely a fidl in end-product 
prices and greater consumer choice; ik akme 
to a fairer distribution of income between 
producers dotted along the various links in 
the tmxluction and marketing chain. On foe 


contrary, it leads to intensifled concentration 
of markk power through mergers and take¬ 
overs, and increasingly also through cartdis¬ 
ing joint ventures, cross licensing and fran¬ 
chising deals. The upshot is fogt about one 
quarter of the global beverage market, 
estimated at about SSOO bn per annum it 
now fully in the pip of 50 TBCs, wifo the 
five leai^ ones amongst them tightening 
fodr squeeze around one-half of this flgure 
again. 

The description of these giant con¬ 
glomerates it generously spiced wifo anec¬ 
dotes culled from the hnancial press and 
reads like a diaionary of superlatives: 
colossi, titans, globe-girdlers, juggernauts, 
and much more besides. The writing is both 
eluant and yirulent; it it swift and easy to 
read for the uninitiated and the academic 
specialist alike. But the analysis, although 
often penetrating and ridding clarifring 
insights on ownership patterns, pricing 
policies, futures markets, joint ventures, 
vertical imitation, conglomentkm, and the 
power of advertising, yet falls/ust short of 
ddivering a fkilly comprehensive theoretical 
explanation. 

For writera who stand in a Marxist trafo- 
tion, as the authors do, it should not be 
enough to demystify the magic of the market 
place and to demtriisb dierished neoclassical 
assumptions about efficiency and distribu¬ 
tion. Thcte are equally important issues that 
have to do whh the precise nature of global 
accumulation, wifo foe historical specificity 
of its changing forms, and wifo the cor- 




le^ondiiif ridffr'fo fMH^elkioal oidir ikd 


the transformations of our socio-cuitural 
world. The great pity of this book is that 
these issues are not centrally addressed, and 
that, while the case material for it it aU there; 
it fails to be reshuffled and recast in dialec¬ 
tical theory. 

Thus, for instance, it is not good enough 
to note the continuity of capital’s expan-; 
sionist impulse at the most general level of 
the drive for accumulation. For to do so 
leaves certain tantalising contradictions and 
inconsistencies unexplored and unetplained. 
To give but one example, the authors note 
the ‘technological rationale’ for the Lever 
Brothers/Jurgens merger of 1929. But 
elsewhere, and 40 years on in time, they 
argue that it had been the same compulsive 
pressures that prodded the corporate fusion 
of the Brooke Bond/Unilevers merger of 
1972 (emphasis added). And here they quote 
Unilevers chairman as spring that “internal 
apansion will no longer suffice to utilise tlw 
hundreds of miUions of cash that the com¬ 
pany is generating” and that “the test of 
success is neither product range nor sales, 
it is profits” (p 48). Surely, what this quote 
points up is not continuity but decisive 
changes'm the historical forms that the 
monopolistic drive takes, namely, from 
verticri integration in order to secure 
supplies, through product differentiation to 
secure market outlets, to today’s speculative 
conglomerate take-overs simply because 
paper profits are more important than either 
cost reduction or markets and because 
money has nowhere else sensibly to go. 
These historical changes should have been 
the centrepiece of this sorry tale. 

This lack of theoretical rigour is all the 
more frustrating because the authors come 
dose to landmark intdlectual insights, which 
just sit there waiting to be recast in proper 
theory. For example, the speculative con¬ 
glomerate expansion, involving foe straddl¬ 
ing of previously .unconnected industries and 
activities, in its turn, and in the next round 
of accumulation, forces companies to re¬ 
organise and rationalise production in their 
diversified subsidiaries in such a way as to 
create business redprodty and complimen- 
tarity between them. By logical anollary, the 
conriomerates now have to redesign the 
world in their ovm corporate image: creating 
consumer lifestyles to make us want what 
they have to sell and not the other way 
around. And this, in turn, is where the 
escalating outlays on advertising, and the 
forays into our sodo-cultural habits, so 
eloquently described in this book, come into 
play. It is, ffrully, foe cost of reshaping the 
world in dhecorpmaie image vdiich cgqrlains, 
in a way that the authon not quite do 
foemidves, why h is that in the course of 
the beverage industry’s history, the distribu¬ 


tion of its hMome has become forever more 
skewed towards foe contributory activities 
of the metitmoiet, leaving forever less for 
third world workos and smallhdders. 


\^erchants qf Drink nwy be obtained from 
Consumers’Association of Fenang, c/o Third 
Wtorld Network, 87 Cantonment Roixi, fonang 
10250, Maliysia.] 
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___ SPECIAL ABTICLES 

Economic Growth and Political Equilibrium 

VM Dandelur 

An economy is not a homogeneous entity. It consists of a number of sub-economm engaged in unequal exchange. 
Within each economy, the production is organised in firms engage in a competitive struggle to maximise their 
rates of surplus. Within each firm, the owners of its means ofproduction struggle for a larger share of the surplus. 

It is through this struggle between the sub-economies, between the firms, and between the owners of the means 
of production, that the economy moves forward from one period of production to the next. If, equilibrium is 
a slate of tranquillity, economic growth is not a condition of equilibrium. 


AN explicit recognition of the phenomenon 
of rural-urban disparity goes back to at least 
Adam Smith, it is worth quoting him 
because, ptobably, it has never been 
improved upon. 

The price which the town really pays for 
the provisions and materials annually 
imported into it. is the quantity of manufac¬ 
tures and other goods annually exported 
from it. The dearer the latter are sold, the 
cheaper the former are bought. The industry 
of the town becomes more, and that of the 
country less advantageous' 

T^at the industry which is carried on in 
towns is, everywhere in Europe, more advan¬ 
tageous than that which is carried on in the 
country, without entering into very nice 
computations, we may satisfy ourselves by 
one very simple and obvious o^ervation. In 
every country of Europe we find, at least, 
a hundred people who have acquired great 
fortunes from small beginnings by trade and 
manufactures, the industry which properly 
belongs to towns, for one who has done so 
by that which properly belongs to the coun¬ 
try, the raising of rude produce by the im- 
provonent and cultivation of land. Industry, 
therefore; must be better rewarded, the wages 
of labour and the profits of stock must 
evidently be greater in the one situation than 
in the other. But stock and labour naturally 
seek the most advantageous employment. 
They naturally, therefore, resort as much as 
they can to the town, and desert the 
country.^ 

It seems that the phenomenon is more 
general; that even a perfectly competitive 
economy is not a homogeneous entity; that 
it consists of a number of sub-economies 
engaged in unequal exchange: 1b explore this 
reality, we trace the relevant ideas through 
three models of equilibrium, namely, the 
Walras-Cassel model, the von Neumann 
model, and the Sraffa model; choose selec¬ 
tively, modify where necessary, add a little 
of our own, and offer a hybrid model of 
what we propose to call Economic Growth 
and Political Equilibrium. 

A brief overview will be useful. We use 
the Walras-Cassel model as a starter mainly 
to p<Mnt out that the model fails to take 
cognisance of the fact that the production 
in air economy is organised in production 
units called firms. This is a consequence of 
the Bssmuption of constant returns to scide 


and is equally true of the von Neumann 
model. We suggest that the firms play a 
central role in the operation of a competitive 
economy. Moving to the von Neumann 
model, we see that von Neumann's concept 
of ‘balanced’ growth is economically not 
very meaningful, and that the model can 
meaningfully determine only the supply 
prices of commodities in an economy with 
given technology. We take note of the fact 
that these prices are not uniquely determined 
and that, for given supply prices, the rate 
of surplus is not uniform in all the firms. 
Wc use the Sraffa model to examine the pro¬ 
blem of distribution of the surplus among 
the owners of land, labour, and capital, and 
come up with the proposition that there are 
no economic principles in this matter which 
may be applied uniformly to all the firms; 
that the th" ribution of surplus is essentially 
a political matter internal to each firm. Next, 
we consider the generalised von Neumann 
model allowing decomposable economies. 
An economy generally comprises a number 
of sub-economies, some independent in their 
requirements of inputs, others dependent for 
the purpose on the other sub-economies. In 
this context, a new problem is the deter¬ 
mination of relative prices of two com¬ 
modities produced in two ^different sub¬ 
economies. The technical conditions of pro¬ 
duction in different sub-economies do not 
offer any basis for the purpose. Hence the 
relative prices in this case are determined by 
the conditions of exchange between the sub¬ 
economies. Like the supply prices in in¬ 
decomposable economies, the exchange 
prices between sub-economies are not 
unique and, for given exchange prices, some 
sub-economies gain while others lose in 
exchange, in other words, the relations 
between the sub-economies are of unequal 
exchange. Finally, it seems that the fact that 
the supply prices in indecomposable econo¬ 
mies and the exchange prices between sub- 
economies are not unique leaves room for 
some firms to influence, in their favour, the 
emergence of particular supply and ex¬ 
change prices in an economy. Thus,' the 
phenomenon of some firms making and 
others taking prices may exist even in a 
cogipetitive market economy. In brief, an 
economy is not a homogeneous entity. It 
consists of a number of sub-economies 
engaged in unequal ewhange. Within each 


economy, the production is organised in 
firms engaged in a competitive struggle to 
maximise their rates of surplus. Within each 
firm, the owners of its means of production 
struggle for a larger share of the surplus. It 
IS through this struggle between the sub¬ 
economies, between the firms, and between 
the owners of the means of production, that 
the economy moves forward from one period 
of production to the next. If, equilibrium is 
a state of iranquilhiy, economic growth is 
not a condition ot equilibrium. 

Wai kas-Cassu. Moohl 

The three primary elements ot an eco¬ 
nomy are man, productive resouices, and 
commodities. The man has a dual role as a 
producer and as a consumer of commodi¬ 
ties. As a producer, he owns the productive 
resources including his own labour, and 
allocates them to different productive uses 
to produce commodities which will maximi% 
his satisfaction as a consumer. In a market 
economy, the production-consumption 
activity of man gives rise to two .sets of 
primary markets, namely, the resource 
markets and the product markets. The 
markets determine the quantities of com¬ 
modities produced and also the prices of the 
resources and the products. Leon Walras in 
1874 was the fust to suggest that, under 
certain conditions, the quantities and prices 
so determined are such as to achieve a 
balance between amounts of resources and 
commodities supplied and demanded in 
every resource and product market.-' The 
resulting economy is called an economy in 
equilibrium. Since then, proof of existence 
of such an equilibrium has engaged much 
.ittention of Economic Theory. 

Walras’s own demonstration of equili¬ 
brium was incomplete; it was also mathe¬ 
matically clumsy and ambiguous. Nearly 
sixty years later, in 1932, G Cassel'* intro¬ 
duced certain simplifying assumptions and 
offered a proof of existence of equilibrium. 
In the debate that followed, questions were 
raised regarding existence and uniqueness of 
a solution to Cassel's formulation of the 
Walrasian system with non-negative prices 
and outputs. It was also suggested that 
economic theory should explain not only 
non-negative prices and quantities produced 
of scarce goods but also which goods are 
scarce and which are free (i e, have a zero 



WUd,* in 1W5, fkve the yWt 
rigorous proof of the existen'te and unique¬ 
ness of a general equilibrium meeting these 
requirements. 

Wald’s proof of the existence of equili¬ 
brium is perhaps the most difficult piece of 
rigorous economics up to that time But it 
is extremely intricate and opaque. I>orfman, 
^ Samuelson and Solow** offer a short and 
relatively transparent proof making use of 
the duality theorem of linear programming 
and the fixed-point theorem of Kakutani. in 
the following, we shall indicate in outline 
their proof of existence of equilibrium in the 
Wairas-C^asscl model 

Being the first model of equilibrium, the 
Walras-Cassel model naturally makes many 
simplifying assumpiion.s. The productive 
resources are of two kinds: those given by 
nature and which therefore are non- 
augmentable such as land an'd water; and 
tho.se produced by man and which therefore 
are reproducible such as capital and inter¬ 
mediate goods. In the Walras-Cassel model, 
there are only natural resources; they are 
given in fixed' quantities and are non- 
augmentable There are no capital and inter¬ 
mediate goods; and this must include 
acquired skills. The production processes 
transform natural resources directly into 
final commodities in response to demand for 
them and these are all consumed. The com¬ 
modities are produced singly by single pro¬ 
cesses, one for each commodity, with input- 
coefficients which are fixed and constant. 
It is as.sumed that the processes are infinitely 
divisible, are subject to constant returns to 
scale, and are additive when combined. In 
other words, there is no advantage in 
operating a proce.ss at higher level or, more 
generally, combining two or more processes 
under one roof. 

Let us consider an economy with m 
resources and n processes producing n com¬ 
modities .singly. Let c, be the amount of the 
i-th resource available and let q^ be the 
amount of the j-th commodity produced. 
'Bschnical production possibilities are charac¬ 
terised by (m X n) fixed numbers a repre¬ 
senting the physical amount of tne i-th 
resource used up in the production of a unit 
of the j-th commodity. The a's are the 
input coefficients given and fixea. The pro¬ 
duction processes are subject to constant 
returns to scale. 

As a condition of equilibrium, the quan¬ 
tum of each resource used in production 
should equal its available supply. The condi¬ 
tion uias later modified to say that the 
quantum of each resource used in produc¬ 
tion should not exceed its available supply; 
it may be less than the available supply. But, 
in that case, there will be an unused surplus 
and the price of the resource will be zero. 
For instance; the production of tte j-th com¬ 
modity in qj quantity requires aj^q^ units of 
the i-th resource so that the total quantum 
of the i-th resource used in production is 
given by 

■..q, + »a‘l 2 ■>■■ ■• + “ii.*!* 

TIus must not exceed c, being the available 
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supply of the i-th resource tIws, sM hawih 
inequality conditions one for each resource, 
a,|qi+a,2q2-^ - +“mqn<«i:' = >.2.«" 


which in'matrix notation, we' may write as 

(1) qA^c 

There is the implied added condition that 
if strict inequality holds for any resource, it 
is not fully utilised and hence that its price 
must be zero. 

The second condition of equilibrium is 
that the price of each comm^iiy should 
equal unit cost of its production. The 
condition was later modified to say that the 
price ot a commodity should not exceed its 
unit cost; it may be less than the unit cost. 
But, in that case, the production of the 
commodity cannot be continued and it will 
not be produced. Since there are no 
intermediate goods, unit costs consist 
of payments for resources at rates Vj, 
Vj, ..., and we have the n inequality 
condittons one for each commodity, 

y.+Vr-^ -Pj:i = >.2.n 

which in matrix notation, we may write as 

(2) Av^ p 

There is the added implied condition that 
if strict inequality holds for any commodity, 
its cost would exceed its price and hence it 
will not be produced. 

Finally, in equilibrium, the quantities ot 
commodities produced must equal the de¬ 
mand for them. For given tastes, the demand 
depends on the prices of the commodities 
and also on the prices or rents for the ser¬ 
vices of the resources because these may 
cause shifts in the level and distribution of 
income. Let the prices of the commodities 
■be denoted by p,, pj,...j)^ and of the 
resource services by v,, Vj... , v^jj. Hence 
we have n supply equal to demand condi¬ 
tions one for each commodity, 

(3) q, = Fj (p,.p„; v„.. .,vj;j = 1.2...,n 

’where F^^ is the demand function for the 
j-th commodity assumed to be homo¬ 
geneous of degree zero. 

DOSSO rewrite the conditions (1) and (2) 
as dual linear-programming problems as 
under: 

(1) Maximise value of output = qp, subject 
to q A ^c. 

(2) Minimise total resource cost = cv. sub¬ 
ject to Av>p. 

The quantities of resources namely c are 
given by nature and are constant. We also 
assume, as a first step, that the prices of 
commodities namely p are given. Then 
(1) determines q, the quantities of com¬ 
modities product and (2) determines v, the 
prices of resources. It can be shown that for 
such q and v, 

qp = cv, 

that is value of output = total resource cost. 
Further, with this solution, whenever a con 
straint in (1) or (2) is satisfied with strict 
inequality, the corresponding dual variable 
is zero; that is, if a resource is not fully used, 
its price will be zero; and, if the cost of pro¬ 
ducing a commodity exceeds its price, it wil 
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that the resource prices so determined 
namely v are the marginal value produc¬ 
tivities of the respective resources. 

Thus, for given p, that is, for a given set 
of commodity prices a solution in q and v 
exists with rlesired properties. We know 
which commodities will be produced in what 
quantities and which commodities will not 
be produced at all. We also know which 
resources will earn what prices and which 
resources will have a zero price and thus will 
be free. For different p’s, the solution in q 
and V will naturally vary. What we need now 
is to ascertain that there ousts a set of prices 
which together with the corresponding solu¬ 
tion in q and v will satisfy the demand con¬ 
ditions (3). Kakutani’s Fixed Point theorem 
assures this. Finally, OOSSO show that if 
we assume the axiom of revealed preference, 
the solution is unique in p and q. 

The Firm 

The assumption of constant returns gets 
round the problem of how the production 
is otganised. With constant returns, there is 
no advantage in combining any processes oi 
operating them on larger scales: the produc¬ 
tion may be organised atomistically with 
individual as the basis. The Walras-Cassel 
model is indifferent to how it is organised. 
But production is in fact organised in units 
of produaion formed by individuals coming 
together with their resources. We may call 
them the firms. 'They range from single 
households to small and large corporate 
firms, lb take cognisance of the firms within 
the present model, we shall suppose that 
individuals come together in firms for extra- 
economic reasons such as that man is a 
social animal. But, once come together, they 
tend to stick together. The reason is that 
moving resources from one production pro¬ 
cess to another cannot be made easily. For 
instance, agricultural land cannot be easily 
shifted from one crop to another let alone 
to a non-agricultural use. Extra-economic 
considerations may also intervene and make 
at least some of the resources less than freely 
mobile. 

• Firms also cause imperfections in the pro¬ 
duct markets. These have been extoisively 
treated and efforts made to incorporate them 
into models of economic equilibrium. In 
comparison, imperfections in the resource 
markets have received less attention by 
economists and are mote often relegated to 
other social sciences particularly sociology 
and political science. In order to focus 
attention on the consequences of imperfec¬ 
tions in the resource markets, we shall not 
take into account the imperfections in the 
product markets. In other words, we shall, 
treat the product markeu perfectly com¬ 
petitive but the resource markets only im¬ 
perfectly so. 

Let us therefore suppose that, at a given 
moment, the individuals have brought 
together their resources to consfitute a firm. 
Thus viewed, a firm is characterised by its 
resources which we assume to be fixed and 
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ViduKis who constitute the firm. A preli¬ 
minary problem is to see how a firm with 
given resources decides on the processes and 
the levels of their operation at which to com¬ 
bine them into a productive activity, it will 
be recalled that DOSSO’s proof of the exis¬ 
tence of equilibrium in the Walras-Cassel 
model is done in two steps. In the first step, 
it is shown that, for given p, namely, the 
prices of commodities, a solution in q, 
namely, the quantities of commodities pro¬ 
duced and V, namely, the prices of resources 
exists. In the second step, it is shown that 
there exists a set of prices p which together 
with the corresponding solution in q and v 
satisfy the demand conditions. We suggest 
that the first part, namely, determination of 
q and v for given p. takes place through the 
intermediation of the firms, each firm deter¬ 
mining its own q and v, while the second 
part, namely, determination of the equili¬ 
brium p, q, and v takes place through the 
interaction of the firms with the demand 
conditions. We may conveniently refer to the 
first as the micro part and the second as the 
macro part of the equilibrating process, let 
us first consider the micro part. 

For ready reference, let us rewrite the 
DOSSO conditions (1) and (2). I hey are: 

(1) Maximise value of output = qp, subject 
lo qA^c. 

(2) Minimise total resource cost = cv, 
subject lo Av>p. 

We shall apply these conditions to a firm. 
The firm takes the product prices p as given 
and, within its resources c, determines its 
own q by condition (I) and its v by condi¬ 
tion (2). Because the resources of the firms 
are different, the (fs are different for different 
firms and hence q’s and v's are different. In 
other words, fot given product prices p, dif¬ 
ferent firms choose (o produce different 
commodities in different quantities and pay 
their resources differently. 

Consider first the determination of q by 
condition (1). For given product prices p and 
within given resources c, a firm chooses to 
combine different processes operated at dif¬ 
ferent levels in order to maximise the value 
of its output. What results is an ‘activity’ in 
which the firm chooses to engage itself. In 
the literature, the two terms ‘process’ and 
‘activity’ am often used interchangeably. We 
shall make a distinction and say that an 
‘activity’ is a combination of ‘processes’ 
operat^ at certain levels. The choice of 
activities by the firms determines the levels 
at which the several processes are operated 
in the economy and the quantities q of the 
commodities that are produced. 

Next, consider the determination of v by 
the condition (2). It requires that the firm 
pays its resource prices v so as to minimise 
the total resource cost cv subject to the con¬ 
dition that the resource cost of a process is 
not less than the value of its output. As men¬ 
tioned above, the resource prices so deter¬ 
mined are the marginal value productivities 
of the respective resources and, for that 
reason, a firm would want to pay its 
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shall presently expWn, a firm does not often 
pay its resources these prices and hence they 
are called ‘shadow’ prices. If a firm in fact 
pays its resources their shadow prices, we 
shall say that it is in economic equilibrium 
with its resources. The point to note im¬ 
mediately IS that, even if all the firms are 
in economic equilibrium with their respec¬ 
tive resources, the resource prices will not 
be the same across the firms and there will 
be no equilibrium ia the resource markets; 
this is because the marginal value pro¬ 
ductivities of the resources are not the same 
in all the firms. 

The shadow prices, besides being the 
marginal value productivities of the 
resources, have other important properties 
which follow from the fact that (I) and (2) 
are linear programming duals. First, for each 
firm, qp = cv, that is, the value of its out¬ 
put is equal to its total resource co.st at 
shadow pnees v. Second, if a resource is not 
fully used, its shadow price is zero. Third, 
if the resource cost of a process at shadow 
prices exceeds the value of its output, the 
process is excluded from the activity the firm 
has chosen in accordance with (I). 

Whatever prices a firm pays its resources 
must of course satisfy the first of these pro¬ 
perties namely qp = cv; the total Ksourcc 
cost ot a firm must equal the value of its 
output. But the other two properties of 
shadow prices are not in consonance with 
the conditions in which a firm operates and 
are the rea.sons why a firm often does not 
pay its resources their shadow prices. First, 
if a cettain resource of a firm is not fully 
utili.scd even in its optimally chosen activi¬ 
ty, the firm cannot pay it its shadow price 
which IS zero. 1'he arrangements under 
which individuals have brought theii 
resources to constitute the firm do not nor¬ 
mally permit a firm to pay any resource a 
zero price. A farmer would be happy if he 
knows that the land he sows will be with him 
for ever. Hence he would rather own it than 
lease it. And if he must lease he would want 
to get the lease for as long a period as possi¬ 
ble. 1-and for industrial use is almost always 
owned by the firm, that is, collectively by 
the owners of its other resources. In all these 
cases, a minimum price for the use of the 
resource is implied. If the minimum for a 
resource is more than its shadow price, the 
firm must pay some other resource prices 
lower than their shadow prices .so that its 
total resource cost remains equated to the 
value of output. 

Again, consider labour as a natural 
resource. A farmer burdened with a large 
family often faces a zero shadow price for 
his own labour and the labour of his family 
members. Nevertheless, he shall feed himself 
and his family and impute a near zero price 
to Ms land. Hired labour can conceivably be 
shifted from one activity to another and for 
that teason may be bou^t and sold in a spot 
market. But, even in a situation of surplus 
labour, labour cannot be hired at a zero 
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be paid a minimum positive price. At that 
price, there may remain a quantity of it u 
unutilised surplus with a zero price But that 
remains outside the firms and it cannot 
bring to zero the price of labour admitted 
into the firms. Hence when a farmer occa¬ 
sionally hires labour, he must pay it i*' 
minimum price and impute a much lower 
price for his own labour or the labour of his 
family members. 

The other property of the shadow prices 
is that if thr resource cost of a process at 
shadow prices exceeds the value of its out¬ 
put, that process will not be operated; in the 
present context, that process will not be in¬ 
cluded ill the activity of the firm. In other 
words, for given product prices all the pio- 
ceses which a firm chooses to include in its 
activity are such that, when the ie.sources are 
valued at their shadow prices, none of the 
chosen processes shows either a profit or a 
loss. But this does not preclude a firm pay¬ 
ing some of its resource prices different from 
their shadow prices as it often does for 
reasons mentioned above. It follows that, at 
prices which a firm actually pays its resour¬ 
ces, the resource costs of some of the com¬ 
ponent processes of the chosen activity may 
exceed the value of their respective outputs 
showing a loss while, in other processes, the 
resource costs may be lower than the value 
of output showing a profit. In the ag- negate, 
the two must balance. The firm Icol. at the 
activity as a whole and not process by pro¬ 
cess. For given product prices of within its 
given resources, a fiim chooses an activity 
which is a combination of processes so as 
to maximise the value of its output. This 
choice IS independent of the prices it will pay 
its resources. Having chosen the activity, the 
firm will pay the resource prices approx¬ 
imating their shadow prices as far as pm- 
siblc but with the sole condition that the 
resource cost of the entire activity will equal 
the value of its output; that is cv=qp. 

Thus, for given product prices p, the 
quantities of commodities pr^uced q and 
the resource prices v are determined at the 
firm level, firm by firm, by the conditions: 

(1) Maximise value of output • qp, subject 
to qA^c and 

(2) qp » cv. 

Simply stated, given the prices of com¬ 
modities that it faces and within its 
resources, a firm chooses an activity which 
maximises the value of its output and out 
of it pays its resources. What the firm pays 
its resources may be called their prices. But, 
they may also be viewed as their shares in 
the surplus, that the activity generates. In the 
Walras-Cassel model, there ate no com¬ 
modity inputs which are wholly or partly 
used in the process of production while tlw 
use of the natural resources is presumed to. 
leave them intact. Hence, the output of an 
activity is its net output, the real physical 
surplus which the activity generates. 11111 
surplus, or more conveniently its value; is 
distributed among the owners of the 
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guidelines but they are not binding so long 
as the owners of the resources accept a 
certain distribution of the surplus and agree 
to stay together. When this happens, we shall 
say that the firm is in political equilibrium 
with the owners of its resources. That is what 
matters. 

Let us now consider the macro part of the 
equilibrating process in which the firms and 
the product markets interact to arrive at a 
solution in p, q, and v, which meets the 
demand conditions (3). In the context of the 
Walras-Cassel model, we are concerned with 
only the existence of equilibrium, that is, the 
existence of a set of product prices which 
together with the corresponding sets of q 
and V as determined by the several firms will 
satisfy the demand conditions (3). If the 
firms do not pay all the resources their 
shadow prices, the income distribution 
remains indeterminate and so v/ill be the 
equilibrium. But, even if we suppose that all 
the resources are paid their shadow prices, 
an equilibrium may exiiit only in the product 
markets and not in the resource markets. For 
equilibrium in the resource markets, we must 
postulate perfect mobility of the resources 
and thus abolish the basis of the firms. 

The intermediation of the firms has also 
caused other important changes in the 
model, in the original model, the primary 
elements were the. processes. Now, the 
primary elements are the activities chosen 
by the firms. The primary processes are 
assumed to produce each a single com¬ 
modity, the activities which the firms choose 
will generally produce more than one com¬ 
modity and thus involve joint production. 
In the original model, the number of pro¬ 
cesses was equal to the number of com¬ 
modities. Now, the number of firms and 
hence the numbci oi activities may not be 
equal to the number of commodities. 
Further, there may be more than one firms 
producing the same commodity jointly with 
different commodities or producing the 
same set of commodities but in different 
proportions. That makts the model much 
more general than the Walras-Cassel model 
and for its consideration we should properly 
move on to the von Neumann model. 


VON NFUMANN MODEl 

Almost simultaneously with the publica¬ 
tion of the Wald's proof of the existence of 
equilibrium in the Walias-Cassel model, von 
Neumann^ published his model of General 
Economic Equilibrium. The Walras-Cassel 
model is a model of static equilibrium and 
concerns an economy at a given moment. 
In contrast, von Neumann considers an 
economy moving over time and defines 
^uilibrium’ as “those states where the 
whole economy expands writhout change of 
structure". In other words, von Neumann 
defines 'equilibrium* as the steady state in 
which an economy expands from period to 
period at a steady rale without change in the 


is a generalisation of the 'stMionary' state 
of Ricardo, Mill, and the classicais. 

in the matter of taking cognisance of the 
firm in the organisation of production, the 
von Neumann model is no better than the 
Walras-Cassel model. Like in the Walras- 
Cassel model, basic elements in the von 
Neumann model are processes subject to 
constant returns to scale, divisibility, and ad¬ 
ditivity when combined. But, the processes 
in the von Neumann model are much more 
general than those in the Walras-Cassel 
model. Unlike the ViUras-Cassel model, the 
von Neumann model admits intei mediate 
goods, joint production, that is, processes 
producing more than one commodity, and 
existence of alternative processes producing 
the same commodity or set of commodities. 

Because of joint production and alter¬ 
native processes, the case of non-additive 
processes can be handled by recognising yet 
another process. For instance, if there is ad 
vantage in combining crop cultivation and 
dairying, the two processes when combined 
would constitute a third process. But, we 
cannot handle in the same manner the case 
of non-constant returns. If a process is not 
subject to constant returns, we may regard 
the same process operated at different levels 
as different processes. But that would mean 
that the scale of operation of these processes 
is given and is no more a variable That con¬ 
flicts with the requirements of the model. 
Hence we shall first present the model as 
it is with processes subject to divisibility and 
constant returns. Later, we shall see how 
these assumptions may be abandoned and 
the model made more realistic. 

The admission of joint productioa and 
alternative processes of production has 
another merit that thereby the model can 
handle capital goods with ease like the in¬ 
termediate goods. A process is supposed to 
use up a capital good entirely during a single 
period of production and, at the end of the 
period, to produce, along with other output.s, 
another capital good, being the same capital 
good but one period older. Moreover, 
because the same capital good but of dif¬ 
ferent ages are oonsidered different goods, 
processes using them are different and are 
indeed alternative processes of producing the 
same commodity or set of commodities 
along with capital goods of different ages. 

But, two major departures from the 
Walras-Cassel model make the von 
Neumann model not very good economics. 
First, in the Walras-Cassel model, the 
primary resources are given by nature in fix¬ 
ed quantities; they are not augmentable. In 
contrast, in the von Neumann model, it is 
assumed that “the natural Btetors of produc¬ 
tion, including labour, can be expanded in 
unlimited quantities". In other words, they 
are freely available. The assumption is ob¬ 
viously necessary for the economy to grow 
indefinitdy without change of structure. 
With fixed natural resources, in general, 
growth is not possible without change of 
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possible beyond the point where iS the 
natural resources are fully employed. 

Second, in the Walras-Cassd model, there' 
is an explicit demand function depending on 
thq product and resource prices. In contrast, 
in the von Neumann model, there is nothing 
in the nature of final consumption and de¬ 
mand, and there is no demand function. 
“Consumption of goods takes place only 
through the processes of production which 
include necessities of life consumed by 
workers and employeesr In other words, 
consumption by humans is treated on par 
with fodder and feed of farm animals. Thus, 
demand for commodities arises only in pro¬ 
duction. The entire output of one period is 
used as input in the next period. Equilibrium 
is a growing supply in equilibrium with a 
growing demand from itself. 

In other words, all commodities are inter¬ 
mediate goods. It is a model of production 
of commodities by means of commodities 
and it explicitly brings out the fact that a 
viable technology produces a physical 
surplus of commodities so that the stock of 
commodities at the end of a production 
period is larger than what it was at the begin¬ 
ning. The commodities are the reproducible 
means of production; they can be ac¬ 
cumulated and thus provide the base for 
growth of the economy. Indeed, the von 
Neumann model is a growth model par ex¬ 
cellence. It c*xpliciily recognises a period of 
production and seeks maximum growth of 
the economy over successive periods without 
change of structure. 

The elements of the model are m processes 
using and producing n commodities. In 
place of a single set of input coefficients of 
the Walras-Cassel model, there are now two 
sets of coefficients; a set of input coeffi¬ 
cients and a set of output coefficients. Let 
a,^ denote the quantum of the j-th com¬ 
modity used in the i-ih process and let b,| be 
the output of the j-th commodity from the 
i'th process. Thus, the set of input and out¬ 
put coefficients [a,j, b^] defines the i-th pro¬ 
cess. The whole economy consisting of m 
processes and n commodities is represented 
by a pair of matrices [A, B] where A == [a^j 
aqd B - [b,j] are (m-x n) matrices of in¬ 
puts and outputs of the several processes 
operated at unit levels suitably derined. W: 
shall refer to the pair of matrices [A, B] as 
the technology of the economy. As in the 
Walras-Cassel model, the input/output coef¬ 
ficients are fixed and the processes are sub¬ 
ject to constant returns to scale That is to 
say, input/output proportions remain the 
same whatever scale or level at which a pro¬ 
cess may be operated; all the inputs and out¬ 
puts of a process simply get multiplied by 
the level at which it is operated. Inddental- 
ly, because all inputs and outputs remain in 
fixed proportions, the uitit level of a process 
may be deflned in terms of a unit of aiqi in¬ 
put or output. All a,, and by are non¬ 
negative but some may be zera 

Von Neumann assumes + b,^ > 0 for 
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is of course a highly restrictive anumption. 
But, it ensures that the economy does not 
break up into a number of sub-economies; 
in other words, that the economy is in¬ 
decomposable. Later, Gale' relaxed the 
assumption of indecomposability and 
generalised von Neumann’s results to cover 
decomposable economies. Gale makes two 
simpler assumptions ; 

(1) a, > 0 for all i, which means that every 
process uses at least one commodity as an 
input; and, 

(2) b' > 0 for all j, which means that every 
commodity is an output of at least one 
process. 

The first condition is obviously reasonable; 
it says that no process can produce some¬ 
thing out of nothing. The second condition 
requires that the economy produces ail the 
commodities it uses as inputs. We shall call 
an economy satisfying the two conditions, 
a von Neumann economy. As we shall later 
see, the second condition is crucial. If an 
economy uses as inputs some commodities 
which it does not produce, it is not a von 
Neumann economy. On the other hand, the 
two conditions do not ensure that the 
economy is indecomposable. The reason is 
that within the economy, there may be a sub¬ 
set ofprocesses which by themselves satisfy 
the two conditions and hence constitute an 
independent sub-economy. The economy is 
indecomposable only if it does not contain 
within itself another independent 
sub-economy. 

We may note that Gale does not make the 
redprocal assumptions. The model does not 
require that every commodity is an input in 
at least one process; in other words, it ^lows 
goods of ‘pure consumption' which are out¬ 
puts of some processes but inputs in none. 
But these are not required in the production 
ot the other commodities and there is also 
no external demand for them. Hence, they 
will appear in surplus and their prices will 
be zera The model also does not require that 
each process has at least one commodity as 
its output; in other words, the model allows 
processes of ‘pure consumption’ which have 
inputs but no outputs. But, because the com¬ 
modities of pure consumption have zero 
price, the value of inputs in such processes 
will be zero; and, bnause these processes 
have no output, the value of their output will 
also be zero. As we shall presently see, in the 
von Neumann model, the ratio of value of 
output of a process to the value of its in¬ 
puts is a crucial expression. In the ctm of 
processes of ‘pure consumption', this ratio' 
will turn out to be 0/0 which is indeten- 
minate or meaningless. It seems that we may 
avoid it by a slightly different treatment of 
human labour in the von Neumann model. 

As mentioned above, in the von Neumaim 
modeL human labour is treated as a lutural 
resource available in unlimited quantities 
and hence at zero price. Therefore, human 
labour does not etplicitly appear as an in¬ 
put or appears with zero price. Only the 
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par with feed and fodder of farm animals. 
This is not considered very satisfactory. We 
suggest that human labour of various 
categories may appear as output of processes 
of what we have called processes of pure 
consumption; it should be noted that this 
covers all consumption and not merely sub¬ 
sistence Processes of pure consumption and 
production of human labour are operated, 
barfing exceptions such as prisons and other 
similar institut ons, in households. Thus, 
each household represents a process of this 
kind producing human labour of various 
kinds, using po.ssibly different consumption 
patterns, and allowing joint production and 
alternative processes. 

With this modification, human labour of 
particular categoriis where it is u.sed will ap¬ 
pear as inputs directly and not in the form 
of commodities of its subsistence. Further, 
following von Neumann’s treatment of Fix¬ 
ed capital, we shall suppose that in proces.ses 
using human labour, the same labour but 
one period older also appears as output 
along with the output of other commodities 
This is as much true of human labour as it 
is of fixed capital goods with this important 
difference that, while one period older fix¬ 
ed capital good will most often be 
depreciated, one period older human labour 
will more often be appreciated at least up 
to a point. Thus, human labour will be 
treated as a reproducible means of produc¬ 
tion like fixed capital produced in the 
economy and the demand for commodities 
of final consumption will be all internalis¬ 
ed. With this reformulation, every proce',s 
will have at least one output and every com¬ 
modity will appear as an input in at least 
one process. All processes become processes 
of production and all commodities, in¬ 
cluding human labour of various categories, 
become produced means of production. 
There still remain natural resources which, 
with von Neumann, we shall assume to be 
freely available. 

The variables in the von Neumann model 
are the levels at which the several processes 
are operated and the prices of the several 
commodities. Let us denote the levels of pro¬ 
cesses by q,, Q;. • • • . and the prices of 
the commodities by p,, p,, ... , p^. It is 
assumed that the levels of processes and the 
prices of commodities are non-negative; that 
is, they may be zero but not negative. It is 
also assumed that the levels of all the pro¬ 
cesses cannot be simultaneously zero as it 
would be meaningless. Similarly, the prices 
of all the commodities cannot be 
simultaneously zero. We shall be concerned 
with the relative levels, not the absolute 
levels, at which the several processes are 
operated and we shall conveniently refer to 
them as the structure of production. Similar¬ 
ly, we shall be concerned with the relative 
prices, not the absolute prices, of the several 
commciditiN including human labour. We 
shall refer to them as the structure of prices. 




reijliiond^ib ttirahufirions (I) and (2) trf" 
the >^ras-Cassel model. The condition. 
(I) of the Walras-Cassel model is the con¬ 
servation condition namely that the quan¬ 
tum of resources used in production must 
not exceed their available supply. In the von 
Neumann model, there are no literally fixed 
resources. But, production in a given period 
is limited by the currently available resources 
which are the output of the previous period. 
Hence, for production to continue from one 
period to another, the aggregate output of 
every commodity in one period must be at 
least equal to its aggregate input in 
production. 

We may write down this conservation con¬ 
dition. Because of joint production and 
alternative processes, there is no necessary 
correspondence between the processes and 
the commodities. A commodity may appear 
as an input and/or output in more than one 
processes. Hence its quantity used and pro¬ 
duced will depend upon the levels at which 
the several processes in the economy are 
operated. Let q,, q . .. , q^ be the levels 
at which the several processes are operated. 
Then 

q. a,, - 1 - q,a, -i . 4 q a 

»j ^2 2 } Mm “mi 

is the aggregate mpm of the j-th commodi¬ 
ty in the economy. Similarly, 

q,b. 4 q,b, ■- 4 q b 

1 0 “.it mi 

i.s the aggregate output ol the j-th commodity 
in the economy In matrix notation, these are 
briefly written as qa' and qb' respectively 
where aJ and b' arc the j-th column vectors of 
[A] and jB] respectively and q is the vector of 
activity levels. The conservation condition, 
written in vector notation, then is 
qbt 2: qa-' for j = l, 2, ..., n 

which in matrix notation is written more com¬ 
pactly as 

qB > qA 

It will be readily seen that the satisfaction 
of this condition depends upon the actual 
levels q at which the several processes are 
operated; in other words, on the structure 
of production. If there exists a production 
structure for which the condition is satisfied,. 
the economy is viable or rather its techno¬ 
logy is viable. If equality sign holds for all 
the commodities, there is no deficit but no 
surplus either in any commodity. Hence, the 
economy can continue production from one 
period to another but esmnot grow; it has 
a subsistence technology and it wiU stay in 
a stationary state. If strict inequality holds 
for at least some commodities, the economy 
is capable of producing a physical surplus 
of output over input of some commodities 
without deficits in any. Not only it can con¬ 
tinue produaion from one period to another 
but it can grow from peric^ to period. The 
physical surplus that it creates is the basis 
of its growth. The larger the surplus, the 
greater is the capacity of the economy to 
grow. 

On the other hand, whatever be its Struc¬ 
ture of production, if an economy cannot 
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the ^oifoimy is nbn-via^ br'‘ 
i^ther its technology is non-viablc. The 
'eeonomy cannot coiitinue production from 
j^period to period. The production will cease 
M soon as the stock of one or the other com- 
Hinodity is exhausted. The processes where 
j^ch commodities are needed as inputs will 
cl^ase to ojwrate first. Then those processes 
Pt.'tidiich require the outputs of the first pro- 
^‘''oestes as inputs will cease to operate; and 
on. If the economy is indecomposable, 
von Neumann assumes it to be. non- 
|L'. nvnilability of even a single input will in turn 
P StlTect all the processes. The economy will 

i toU back shutting down one process after 
iUiother until finally the entire economy is 
closed. In the following, we shall be concern- 
fd with viable technologies and, to simplify 
,discussion, viable technologies with positive 
' capacity to grow. 

Consider an economy with a viable 
;'technology. It has a certain stock of com¬ 
modities at the beginning of a period of pro- 
I . duction. The composition of the end stock 
^ . depends upon the production structure in 
f' the current period. Von Neumann requires 
' that the economy grows ‘without change of 




iper 

period. It requires that, in each period, the 
aggregate output of each commodity must 
be at least (1-i-g) times its aggregate input 
in the economy. In vector notation 

qb' I (1 +g) qa' for j = l, 2.n 

which in matrix notation is written more com¬ 
pactly as 

aB > (l + g)qA 

The equilibrium condition is to maximise g 
for variations in q subject to (4). Von 
Neumann shows that a solution in q and g 
exists. We shall denote it by q^, and gOf 
this, q^ is the vector of process levels, in 
other words, the structure of production and 
g„ is the maximum rate of balanced 
growth. In other words, g^ is the minimum 
rate at which a commodity grows per period; 
all commodities grow at this or a higher rate. 
The vector q^, of process levels is not 
unique. It means that several production 
structures are compatible with maximum 
balanced growth. The maximum rate ot 
balanced growth g„ is unique and there are 
no production structures in which the 
economy can grow at a higher rate of 


which in matrix notation may be written 
more compactly as 
(5) Bp<;(l + r)Ap 

The equilibrium condition is to minimise r 
for variations in p subject to (5). Von 
Neumann shows that a solution in p and r 
exists. We.shall denote it by p^ and r^. Of 
this, p^ is the vector of prices and r^ is the 
maximum rate of interest in the economy. 
The vector of prices p„ is not unique which 
means that several price structures arc com¬ 
patible with the von Neumann equilibrium. 
On the other hand, the maximum rate of in¬ 
terest r^ is unique. Whatever the priees, in 
equilibrium ail processes earn interest at this 
or a lower rate. There arc no equilibrium 
prices at which a process can earn interest 
at a higher rate. 

Two points may be noted. First, if strict 
inequality holds in (S), that is, if the value 
of output of a process is less than (I + r^) 
times the value of its input, von Neumann 
stipulates, as a supplementary condition, 
that process will not operate ‘being un¬ 
profitable’. I'hus, the condition ensures the 
classical'neo-clas.sical requirement of a 


At' structure’ which means that t he structure of 
jl'. production remains the same; only the scale 
C of production can increase, say, by a multiple 
a. ' 0 +g)> where g is called the rate of ‘balanced’ 
growth. This requires that the commodity 
- stock at the end of the current period must 
f'. be at least (1 -f g) times the beginning stock. 
If.' commodity by commodity. But, in general, 
. the commodity composition of the end stock 
i:' will not be the same as that of the begin- 
ning stock, let the end stock of the j-th com- 


Biodity be (1 1 gp times its beginning stock. 
It is obvious that, in the next production 
period, the scale of production cannot be 
L, increased by more than a multiple'(I -t-g^), 
h;.. where g^ is the smallest of the g’s. For in- 
p Stance, suppose that the end stock of one of 
the commt^ities is just equal to its stock at 
jc. the beginning. Then g^, - 0 and the levels 
l.'.'pf operation of the various proces.ses caii- 
L.not be increased at all The commodity 
.which shows the least propnitionate increase 
I ■proves a constraint on the growth of the 
gconomy if the structure of production is to 
iS’v mnain unchanged. Other commodities may 
£> have proportionately larger end stock. But 
& ti»t docs not help. The surplus will remain 
■unutilised. Wc may take even a worse case. 
pi.Suppose g^*i~ 0, that is, the end stock of a 
f:' commodity is actually smaller than its begin- 
ning stock. In that case, the economy can- 
not expand at all in a ’balanced’ manner. If 
would not change its structure, it must 
^'ihrink. The technology may be viable, as we 
%^giuime it to be, but that does not make every 
^.production structure indefinitely sustainable; 
KQnly some production structures are so sus- 
^..tainable and they have different rates of 
P^'lMlanced growth. Wc shall be interested in 
^C^ding out that production structure in 
F-'Wliich an economy can grow in a balanced 
?-> manner at the maximum possible rate, 
is the condition of von Neumann 




balanced growth. 

l\vo points may be noted. First, if strict 
inequality holds in (4), that is, if the output 
of a commodity is greater than (l + g„) 
times its input, the excess cannot be used in 
production in the subsequent period. Von 
Neumann stipulates, as a supplementary 
condition, that the prices of such com¬ 
modities which appear in surplus fall to zero; 
in other words, they are ’free* goods. Second, 
which commodities are produced in surplus 
and hence become ’free’ goods depends 
upon the particular production structure. 
Hence, ‘fr^ goods are not uniquely deter¬ 
mined even in equilibrium. Depending upon 
the particular production structure, some 
commodities or the other will turn out to 
be ‘free’ goods. 

The equilibrium condition (2) of the 
Walras-Cassel model is that the value of 
output of any process must not exceed its 
resource cost. There is the corresponding 
equilibrium condition in the von Neumann 
model. Let p,, p^, ... , p be the prices of 
the n commodities. Then the cost of the i-th 
process operated at the unit level is given by 

a„Pi + a^p, + ... + a|„p„ 

which in vector notation is simply written 
as a,p where a, is the i-th row of the input 
matrix |AJ and p is the vector of prices. 
Besides the current costs of inputs, von 
Neumann allows a certain interest on capital 
that is on costs of inputs. Let r be the rate 
of interest per period of production. Then 
the cost of the i-th process operated at unit 
level including interest on capital is given by 


uniform rate of profii in the economy. We 
shall interpret it somewhat differently What 
von Neumann calls the rate of interest, wc 
shall call the rate of value surplus or simp¬ 
ly the rate of surplus which a process pro¬ 
duces over Its inputs. Von Neumann implies 
that the entire surplus arising in a process 
is ploughed back m production for its own 
expansion. The rate of surplus is thus the. 
capacity of a process to grow or eipand per 
period. Now. if the rate of surplus in a pro¬ 
cess is less than r^, that process will not be 
able to keep step with the olhei processes 
and the structure of production will change 
unless we assume that that process will not 
operate. This is what von Neumann does by 
his supplementary condition. Second, the 
rates of surplus in different processes depend 
upon the structure of prices and, as men¬ 
tioned above, this is not unique even in 
equilibrium. Hence, which processes are 
operated in equilibrium and which are not, 
is not uniquely determined. It depends upon 
which particular price structure emerges. 

Thus, in von Neumann equilibrium, the 
structure of production is not uniquely 
determined. Several production structures, 
and hence several commodity compositions, 
are compatible with equilibrium. The struc¬ 
ture of prices is also not uniquely determin¬ 
ed. Several price structures are consistent 
with equilibrium. What are uniquely deter¬ 
mined are g^, the maximum rate of balanc¬ 
ed growth, and r^, the maximum rate of 
surplus that a process lean obtain in equili¬ 
brium. Gale conTinns von Neumann’s result 


(l-t-r)a,p. Similarly, the value of output of 
the i-th process operated at unit level is given 
by 

•’.iPi + b.jpj + ... -t b,„p„ 

which in vector notation is siroiriy written 
as b,p where bj is the i-th row of the out¬ 
put matrix [B] and p is the vector of prices. 


that, if the economy is indecomposable; the 
two rates are equal; that it r, > e . 

Hiough the structure of produemn and 
the structure of prices as determined by the 
conditions (4) and (5) are not unique, it does 
.not mean ttat any production atructure sub¬ 
ject to (4> and aiv price structure u^jaet to 
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(5) together will meet the requirements of 
the von Neumann equilibrium. For this 
purpose, a certain correspondence between 
the two is needed. This is ensured by the 
supplementary conditions attached to 

(4) and (5). First, if in a given production 
structure satisfying (4), a commodity 
expands faster than g_^, then in the cor¬ 
responding price structure satisfying (5), the 
price of that commodity must be zero. 
Second, if with a price structure satisfying 

(5) , the rate of surplus in a process is les.s 
than r^, then that process will not be 
operated; that is, in the corresponding pro¬ 
duction structure satisfying (4), the level of 
operation of that process must be zero. It 
can be shown that such corresponding pro¬ 
duction and price structures exist. But there 
can be any number of pairs of production 
and price structures satisfyfng (4) and (5) 
and also satisfying the supplementary con¬ 
ditions. In other words, von Neumann 
equilibrium exists but is not unique in its 
production structure and price structure. 

The structure of production produces a 
certain supply of commodities and, in the 
von Neumann model, also creates demand 
for commodities to continue production in 
the next period. In equilibrium, the two must 
match at the structure of prices. That this 
is true of production and price structures 
satisfying (4) and (5) and the supplementary 
conditions may be seen from the lollowmg 
considerations. 

With such a production structure, the out¬ 
put is a certain multiple (or more) of its 
input commodity by commodity. We may 
conveniently refer to this multiple as the 
commodity multiplier. Hence, if it is so 
desired, the output ot all the commodities 
can be increa.sed by that multiple in the next 
period. This requires that the .scale of opera¬ 
tion of all the processes is increased by the 
same multiple This is possible because, with 
the corresponding price structure, the value 
of output of each process actually operated 
is a certain multiple of the value of its input. 
We may conveniently refer to this multiple 
as the value multiplier. In an indecompos¬ 
able economy, the two multipliers are equal. 
Hence, all processes which actually operate 
have the means to increase their scale of 
operation by the same multiple. The requisite 
supplies of commodities are also available. 
Thus, the supply of commodities at the end 
of one production period is matched by the 
demand for production in the next period; 
if a commodity is found to be in excess sup¬ 
ply, its price is zero. 

Von Neumann’s concept of equilibrium 
and his pioneering proof of its existence is 
mathematically very fascinating and has 
fascinated many. Interest has remained 
focused largely on the von Neumann path 
of maximal balanced growth which, in its 
economics, is the least meaningful part ot 
that model. In fact, Champernowne charac¬ 
terised an economy in the von Neumann 
equilibrium as ‘a crystal suspended in the 
solution of its own salt’*. In this economy, 
the structure of production and the struc¬ 


ture of prices are not uniquely determined; 
but, whatever they are, they remain un¬ 
changed. Production has no purpose other 
than to produce more and the economy 
moves on in the single pursuit of maximising 
growth no matter what it produce... 

Growih in Disequilibrium 

Underlying the unreality of the von 
Neumann model as a model of economic 
growth'is the notion of growth in equili¬ 
brium; that is, growth without change in the 
technology, and in the structure of produc¬ 
tion and prices. The prices in the von 
Neumann model are determined by its 
technology. They arc what the classicals 
called the ‘prices of production'. We shall call 
them simply the ‘supply prices’. II the 
technology remains unchanged, the supply 
prices will remain unchanged. Whether they 
are equilibrium prices depends upon 
whether, at these prices, the supply of com¬ 
modities is matched by the demand for 
them. In a von Neumann economy, in which 
the demand for commodities is entirely in¬ 
ternalised, it means that the output of one 
period must match, at the supply prices, with 
the demand for inputs in the next period. 
If at the same time, the structure of produc¬ 
tion has to remain unchanged, it has to be 
of a ‘balanced’ type which is also determined 
by the technology. Hence, if the technology 
remains unchanged, we may suppose that 
the economy will reach and retain a ‘balanc¬ 
ed’ piuduction structure provided two sup¬ 
plementary conditions are satisfied; First, if 
a commodity multiplies faster than the rate 
of growth ot the economy, its price will be 
zero; and second, if a process yields a rate 
of surplus lower than the maximum achiev¬ 
able, it will not be operated. If these condi¬ 
tions are not satisfied, the economy may not 
achieve ‘balanced’ production structure and 
hence will not grow in equilibrium. If, in the 
meanwhile, there is a change in the techno¬ 
logy, the supply prices as also the required 
‘balanced’ production structure will change 
and, to seek equilibrium, the economy must 
move towards another ‘balanced’ production 
structure. Thus, it is unlikely that an 
economy, while it moves from one period of 
production to the next, will be in the von 
Neumann equilibrium. 

In the context of the Walras-Cassel model, 
we emphasised that the production in an 
economy is organised m units of production, 
called the firms, ranging from households 
to small and large corporations. Within 
given resources, the firms choose activities, 
that is, combinations of processes operated 
at certain levels which, at given prices, will 
maximise the value of their ouput. In a von 
Neumann economy too, the production is 
organised in firms. Among them, particular 
mention should be made of households 
engaged in activities using commodities of 
flnal consumption and producing human 
labour of various types and skiUs. Of course, 
the households may combine this primary 
activity with other productive activities such 


as farming and household industry. Besides, 
there are the small and large corporations. 
In the von Neumann model, being a model 
of growth, the firms make the choice of their 
activities afresh at the beginning of each 
period of production. Further, here, the 
firms choose their activities so as to maxi¬ 
mise their rate of surplus, namely, the ratio 
of the value of their net output to the value 
of their inputs. They do this within the con¬ 
straints of their resources. 

Consider a firm at the beginning of a pro¬ 
duction period which is also the end of the 
previous production period. Its resources 
consist of the commodities it produced in 
the previous production period. In princi¬ 
ple, these are all convertible; the firm may 
trade any of the commodities and acquire 
new ones of equal value at market prices. 
But. in practice, the firm is committed to 
some of its resources for various durations 
and hence at any given time some of its 
resources arc not convertible. These are 
mainly plant and machinery and most skil¬ 
led labour. Besides, there are the natural 
resources. Von Neumann considers all 
natural resources, including human labour, 
to be freely available. This is not very 
realistic. In our formulation, we are treating 
human labour to be reproducible with a 
supply price. We shall regard other natural 
resources as not reproducible but necessary 
in the production of other commodities. 
They are of course not available in unlimited 
supplies. Bui, being not reproducible, the 
model cannot determine their supply prices. 
Hence, as inputs, their prices are zero. Of 
course, they have market prices and they can 
be bought and sold in the market like other 
commodities. But, in the same sense in 
which a firm is committed to some of its 
fixed capital and labour, it is also commit¬ 
ted to most of its natural resources. 

In choosing an activity for the current 
period, the firm takes most of its fixed 
capital, skilled labour, and natural resources 
as given. Moreover, most of such resources 
are specific to the firm and they cannot be 
strictly augmented. For instance, a firm 
would not regard a ten year old machine 
used by another firm as equal to a ten-year 
old machine u.sed by itself, for the simple 
reason that, while the firm knows its 
machine, it does not know the other 
machine. Similarly, a manager with ten 
years’ experience with another firm is not 
the same thing as the firm’s own manager 
for ten years. Hence, for these items, the 
input requirements of the new activity must 
not exceed the available supplies item by 
item. These are constraints in addition to the 
overall size of the firm’s resources valued at 
market prices. The firm chooses an activity 
which will maximise its rate of surplus sub¬ 
ject to the condition that (a) the market 
value of input requirements of the new acti¬ 
vity docs not exceed that of the available' 
resources, and (b) for a number of resources, 
which the firm treats as non-convertible and 
non-augmentable, the quantities required by 
the new activity must not exceed the avail- 
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able supplies item by item. The second con¬ 
dition restricts very much the change in acti¬ 
vity which a firm may make from one period 
to the next. But, it also gives a firm an identi¬ 
fiable continuity and makes it dirferent from 
the other firms. 

The economy is competitive in the sense 
that the commodities which the firms 
exchange at the beginning of each produc¬ 
tion period are bought and sold in com¬ 
petitive markets. Each firm tries to sell its 
outputs at the highest possible price and buy 
its inputs at the lowest po.ssibIe price in order 
to maximise its rate of surplus. This gives 
rise to a set of market prices which, unless 
the economy is in equilibrium, will not be 
the same as their supply prices. The re¬ 
sources in (a) above must be valued at these 
market prices. The output of the current 
period may be valued at the .same market 
prices or at some prices which the firm 
expects at the end of the current production 
period. Thus, at the beginning of each pro¬ 
duction period, a firm takes the commodity 
prices as given and subject to (a) and (b) 
above, chooses an activity, that is, a combi¬ 
nation of processes operated at certain levels, 
so as to maximise its rate of surplus. 

In the von Neumann model, the primary 
processes are assumed subject to constant 
returns. With con.stant returns, alt input/ 
output coefficients are constant and in¬ 
dependent of the scale of operation of the 
processes. That keeps the constraints 
(a) and (b) linear. But the maximand, 
namely, the rate of surplus, unlike the value 
of output, is not linear. Hence, the choice 
of activity by a firm in the von Neumann 
model, unlike in the Walras-Cassel model, 
ceases to be a problem in linear program¬ 
ming with a relatively simple and explicit 
solution. Kdhn-'IUcker"’ have shown that a 
solution to this non-linear programming 
problem exists. In fact, they demonstrate the 
existence of a solution even in a more general 
non-linear situation in which not only 
the maximand but also the constraints 
(a) and (b) are non-linear. That makes it 
possible to discard the assumption of con¬ 
stant returns which is admittedly unrealistic; 
in fact, it takes away the main reason why 
production gets organised in firms. Hence, 
we shall discard the assumption of constant 
returns and suppose that, at given prices and 
within its resources, some of which are con¬ 
vertible while others are non-convertiblc and 
non-augraentable, a firm is able to choose 
a combination of processes, not necessarily 
subject to constant returns, at certain levels 
of operation such as will maximise its rate 
of surplus. 

It will be noticed that, with non-constant 
returns, even a change in the scale of its 
operation by a firm may often imply a 
change in its input/output coefficients. 
There may also be more explicit changes in 
the input/output co-efficients. As already 
noted, in the von Neumann model, the rate 
of surplus which the firms may achieve in 
equilibrium is limited by the technology. 
Hence, in their striving to achieve a higher 
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rate of surplus, the firms try to change the 
technology, that is, try to change the input- 
output coefficients in the activities they are 
engaged in. They try to reduce the quantities 
of inputs needed to produce a given output 
or increase the output for given inputs. This 
may also involve production and use of new 
commodities. The change may occur in one 
process or activity; but, in an indecom¬ 
posable economy, it affects the whole 
economy. 

Apparenlly, the change in technology is 
initiated in one or more productive processes 
or activities properly so-called. Rut equally 
often, though not equally apparently, the 
change is also initiated in hou.sehoids con¬ 
ceived as production units consuming coin 
modities of final consumption and pioduc- 
ing human labour of various types,and 
skills. If the demand for final consuinplioii 
goods IS internalised, as we have tried to do. 
the essence of growth is a continuous change 
in the manner in which households use coin 
modities of final consumption and produce 
human labour of various and improved 
skills. As we have conceived this as a pro¬ 
ductive activity, changes in consuiner 
behaviour and in the quality ot human 
labour produced constitute a change in 
technology and in turn lead to furtliei 
changes in the technology, in the stiuciiiie 
of production, and in the composition ol 
commodities produced. At the end ol the 
production period, the economy is unlikeK 
to be in equilibrium. The market prices vsnl 
in general be different from what they were 
at the beginning of the production period. 
There will also be some change in the 
resource positions of the firms. Hence, the 
firms will proceed to make a fresh choice ol 
their activities. 

This is how an economy moves from one 
period of production to another. The 
resulting production structure is unlikely to 
be a ‘balanced’ one and the economy is 
unlikely to be on the von Neumann path of 
maxitfial balanced growth. Hence, we dis¬ 
card the von Neumann condition (4) as a 
condition of equilibrium. Instead, we shall 
suppose that the economy moves towards an 
equilibrium in the commodity market so 
that the market prices gravitate towards the 
supply prices appropriate to the technology 
of the period. But because of the change in 
the technology, the supply prices themselves 
change from one period to another. Thus, 
the economy moves from one disequilibrium 
to another disequilibrium not only in the 
sense that the market prices change but also 
that the supply prices change from period 
to period. The economy moves on with 
market prices gravitating towards changing 
supply prices. 

All this happens so to say beneath the 
surface of the von Neumann model. The 
model proper begins with the firms having 
made the choice of their activities. The acti¬ 
vities ate characterised not only by certain 
input/output coefficients but also certain 
scales of operation; in fact, the input/ 
output coefficients are appropriate to the 


scale of opention. Hence; the scale of opem- 
tion and therefore the quantities of com¬ 
modities produced in a given production 
period arc already determined. What 
remains to be determined are the supply 
prices of the commodities to which the 
market prices will gravitate For this purpose, 
we invoke the von Neumann condition (5). 
It determines ilic supply prices p^. They are 
determined by the technology of the period. 
They are not unique but r, ihe maximum 
rate of surplus achievable which is unique. 
At the supply prices, all activities achieve a 
rate of surplus at this or a lower rate. The 
supplementary condition attached to the 
condition (5) requires that, if an activity 
achieves a late ot surplus lower than r^, it 
will not be opciated In ihe present context 
it means ihai. if a fiim docs not achieve the 
rate ol suiplus which some other firms 
achieve, it will abandon its activity and shall 
clo.se down. This is a requirement of 
balanced growth. Now that we ate discar¬ 
ding the concept of balanced gri>wih, we 
may also discard the supplementaly condi¬ 
tion. Coiisequeiilly, we recognise mat, even 
at supply prices, all activities may not 
achieve the same rate of surplus; in other 
words, even in equilibrium, that is, even with 
the market prices coinciding with the supp¬ 
ly prices, the rales of surplus may he dif- 
fcreiu m different activities, that is, they may 
be different in different linns. 

The last pro'posilioii needs some explain- 
mg.'We have mtetpicied the supplementary 
condition, namely, that an activity will not 
be operated if its rate ol surplus is lower lhan 
the maxium achievable, as a requirement of 
balanced giowih But, usually it is justified 
on the gioimd iliat, in competitive equili¬ 
brium, the rate of interest or profit, like the 
prices of commodities, should be uniform 
across the economy. Tins conception of 
equilibrium is common to the classicals, the 
neo-classicals, and also the neo-Ricardians 
Underlying this concept is Ihe notion that 
interest or profit is Ihe price ot capital or 
the price of the service of capital. But, in 
the von Neumann model, there is nothing 
like capital, or rathei. all the inputs are 
capital. They include, intermediate com¬ 
modities, fixed capital, and, in our 
reconstruction, also human labour. All are 
paid their supply prices which are uniform 
across the economy. Over and above the cost 
of its inputs, each activity produces a surplus 
which is what is presently called the interest 
or profit. The same related to the cost of the 
inputs is called the rate of interest or pro¬ 
fit. To disengage it from the established con¬ 
notations of these terms, we call it the rate 
of surplus because that is what it is. I'hus 
perceived, it becomes clear that the rate of 
surplus is not analogous to the price of a 
commodity and that, therefore, there is no 
economic compulsion that, in equilibrium, 
it must be uniform in all the activities. Rain- 
fed agriculture and agriculture with control¬ 
led irrigation are different activities and have 
very different rates of surplus; and they exist 
side by side. 
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NevtrthdMs, it may be asked why re¬ 
sources do not move from an activity with 
a lower rate of surplus to an activity with 
a higher rate of surplus. One reason of 
course is that ail resources are not freely 
mobile. Second, we should remember that, 
within the constraints of their resources in¬ 
cluding the imperfect mobility or conver¬ 
tibility of some re.sources, the firms, at the 
beginning of each period, choose their acti¬ 
vities so as to maximise their rates of surplus 
at the current or expected market prices. If, 
through this competitive behaviour of the 
firms, the economy moves towards an 
equilibrium in which some films find that 
their rates of surplus are lower than those 
of some others, there is nothing that they 
can do about. They must and do co-exist. 

In this reconstruction of the von Neumaiui 
model, the equilibrium condition (4) is no 
more a part of the model. But the condition 
also determines g^ which is seen as the 
upper limit to r^. Its determination in the 
condition (4) brings out dramatically the fact 
that this limit is determined entirely by the 
technology. Hence, though we discard the 
condition (4) as a condition of equilibrium, 
we retain it as an auxiliary construction 
designed to determine being an upper 
limit to the maximum rate of surplus r,, 
achievable in an economy with given 
technology. 

Sraffa Model 

This is the standpoint which Sraffa" 
seems to adopt. The elements of the Sraffa 
model are the activities, being combinations 
of primary processes at certain levels, chosen 
by the firms within the constraints of their 
resources. If there are more than one pro¬ 
cesses producing the same commodity, a 
firm may choose one of them or a combina¬ 
tion of them. Agriculture with controlled 
irrigation and under rainfed conditions are 
different processes because their require¬ 
ments to produce a ton of wheat are dif¬ 
ferent. Within given resources, a tarmer may 
choose to produce wheai partly with con¬ 
trolled irrigation and partly under rainfed 
conditions. Dairy farming with different 
breeds of cows are different processes 
because their resource requirements to pro¬ 
duce a kilolitre of milk are different. Within 
given resources, a farmer may choose one 
or the other breed or a mix of breeds. Joint 
production is common and fixed capital 
goods are treated in the same manner as they 
are in the von Neumann model. A com¬ 
modity may be produced in combination 
with one set of commodities in one activity 
and with another set of commodities in 
another activity. Wheat may be produced 
along with pigeon pea in one farm and with 
mustard in another farm. Or, if we recall 
how capital goods ate treated in the von 
Neumann model, wheat may be produced 
with a nw tractor in one farm and with a 
five-year old tractor in another, the one- 
period older machines appearing as joint 
products; and the two are different activities. 


The choice of aaivities by the firms and the 
determination of quantities of commodities 
produced in the economy all occur outside 
the model. The model is concerned with 
determining the supply prices of com¬ 
modities in an economy operating at given 
scale of production with given technology. 

In its mathematical structure the Sraffa 
model is similar to the von Neumann model. 
Like the von Neumann model, it is a model 
of production of commodities by means of 
commodities. But, unlike in the von 
Neumann model, the demand for com¬ 
modities in the Sraffa model is not entirely 
internalised. The model admits, though not 
explicitly, exogenous demand. There are 
other important differences too. Sraffa does 
not use the term ‘equilibrium’. He is “con¬ 
cerned exclusively with such properties of an 
economic system as do not depend on 
changes in the scale of production or in the 
proportion of ‘factors’’’.'^ Thus, unlike in 
the von Neumann model, the scale of pro¬ 
duction, that is the levels at which the several 
processes are operated, are not a variable in 
the Sraffa model. Th^t are determined out¬ 
side the model. By proportion of factors, 
Sraffa means the input-output coefficients. 
Like in the von Neumann model, they are 
fixed and given. But, because in the Sraffa 
model, unlike in the von Neumann model, 
the levels of operation of the processes arc 
not variable, fixed input-output coefficients 
do not imply constant returns to scale. 
Unlike the von Neumann model, the Sraffa 
mode! is not a growth model. 

Sraffa’s condition for determining the 
supply prices corresponds to the condition 
(5) of the von Neumann model but, as we 
shall presently see. with an important dif¬ 
ference There is also a condition correspon¬ 
ding to the condition (4) of the von 
Neumann model. Sraffa’s Standard System 
has input-output coefficients the same as the 
actual economy but activity levels given by 
q„. Hence mathematically, the Standard 
System is analogous to the economy in 
steady state equilibrium in the von Neumann 
model. But Sraffa does not attach any nor¬ 
mative ‘equilibrium’ notion to the stationary 
state of the classical or the steady state of 
von Neumann. For Sraffa, they are purely 
analytical devices, as Mill had suggested, to 
study certain properties of non-stationary 
reality. One such property is that the maxi¬ 
mum rate of surplus achievable in an 
economy in equilibrium is determined by its 
technology. Sraffa is explicitly clear that the 
Standard System has no reality; that it is an 
auxiliary construction designed to demon¬ 
strate this important property of an 
economy in equilibrium not necessarily in 
the steady state. 

The von Neumann condition (5) seeks to 
determine supply prices such that the surplus 
left with the Arms or rather the rates of 
surplus with the firms are kept to a mini¬ 
mum. The result is a set of prices, not 
unique, at which the rates of surplus with 
the firms do not exceed a technicdly deter¬ 


mined maximum. The surplus is conceived 
as interest/profit on capital which comprises 
all inputs, intermediate goods as also the 
fixed capital goods and, in the model as we 
have modified it, also human labour. The 
surplus is not distributed among the several 
inputs. It is entirely ploughed back into the 
activity. With Sraffa, distribution of the 
surplus is a central issue and he insists that 
“the distribution of the surplus must be 
determined through the same mechanism 
and at the same time as are the prices of 
commodities’’.'^ A major consequence of 
this position is that the supply prices of the 
commodities are not independent of the 
manner in which the surplus is distributed. 

Before examining how this is proposed to 
be done in the Sraffa model, let us see who 
are the claimants to the surplus. The inputs 
in the von Neumann and the Sraffa models 
are all produced means of production; in 
fact they aie all produced in the economy. 
In accordance with the von Neumann’s own 
conception, we have contrived to present all 
human labour also as produced means of 
production. Nevertheless, it 4S useful to 
distinguish human labour from the other 
produced means of production. Hence, we 
shall refer to the human labour as simply 
luhoiii and lo ilie nlher produced means of 
production as simply capital. Further, we 
shall refer to the price of labour as wage 
while the price of capital as simply price. 
Capital and labour both are heterogeneous 
entities and we propose to’ treat them as 
such. l.abour includes human labour of 
various quality and skills. Capital includes - 
plant, machinery, and intermediate goods of 
various physical specifications. Therefore, 
there are so many wages and so many prices 
in the economy. Owners of both labour and 
capital ask fur a share in the surplus over 
and above the wages and the prices they get. 

There is a third kind of means of produc¬ 
tion. namely, the natural resources which are 
not reproducible and hence cannot be 
augmented. We shall refer to them simply 
as land. Von Neumann assumes that the)' are 
available in unlimited quantities which 
means at zero price. Some of them such as 
air and sunshine are indeed freely available. 
But then, they arc not considered economic 
goods. The essence of natural resources as 
economic goods is that they are available in 
limited quantities and cannot be augmented. 
The operative meaning of von Neumann’s 
position is that, because they are not pro¬ 
duced in the economy, they have no supply 
prices like capital and labour have. Therefore 
they do not enter into the input costs of an 
activity or, as von Neumann would have it, 
they enter at zero prices. Nevertheless, being 
scarce and essential resources, their owners 
ask for a share in the surplus which the 
activity produces. Sraffa explicitly recognises 
their share in the surplus. 

We have thus three claimants to the 
surplus: Owners of land, labour, and capital. 
We may refer to their shares of the surplus 
as rent, bonus, and profit. Let us now see 
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how Snffa proposes to determine these 
shares. Following Sraffa, we shall first leave 
out land and suppose that the surplus is 
distributed only among owners of capital 
and labour. Again, followiAg Sraffa, "We 
suppose labour to be of uniform quality or, 
what amounts to the same thing, we assume 
any differences in quality to have been 
previously reduced to equivalent differences 
in quantity so that each unit of labour 
receives the same wage".'* We do this only 
to present the Sraffa model. 

In the first instance, Sraffa regards “wages 
as consisting of the necessary subsistence of 
the workers and thus entering the system on 
the same footing as the fuel for the engines 
or feed for the cattle". ” This is very much 
like what von Neumann does. In this con¬ 
struction, the entire surplus goes to the 
owners of capital as profits. But, as we have 
seen, von Neumann condition (S) determines 
supply prices which are not unique and, at 
any given set of supply prices, allows dif¬ 
ferent rates of profit in different activities. 
Von Neumann tries to achieve uniform rate 
of profit in all activities by stipulating that 
all activities with a rate of profit less than 
the maximal shall not operate. As we have 
seen, this stipulation is not justifiable and 
that therefore one must recognise the 
possibility of different rates of profit in dif¬ 
ferent activities. 

Sraffa also requires a uniform rate of 
profit and tries to ensure it by a different 
device. Evidently he expected that he could 
obtain unique prices of commodities and 
uniform rate of surplus in all the activities 
if he replaced the inequality conditions in 
(S) of the von Neumann model by equality 
conditions and assumed that the number of 
activities or firms was equal to the number 
of commodities. This is what he does and 
writes the von Neumann condition (S) as 
undo': 

(5s) Bp « (l + r)Ap 
where A and B are square matrices. As we 
have noted above; growing wheat under rain- 
fed conditions and with controlled irrigation 
are conceived, quite rightly, as two different 
activities; and so are cultivation with one 
pair of bullocks and with two pairs of 
bullocks; or cultivation with a new tractor 
or with a five-year-old tractor are different 
activities. It is therefore difficult to reconcile 
with Sraffa’s requimnent that the number 
of activities will be equal to the number of 
commodities. Moreover, it does not help 
ensure a uniform rate of profit in all the 
activities. As we shall presently sec; even with 
the number of firms equal to the number 
of commodities, a uniform rate of surplus 
or profit obtains only in the special case of 
sin^e-conunodity production or joint- 
production which can be aigdiraically 
reduced to single-commodity production. 
With joint production, in genend, there are 
no prices at which the rate of surplus is 
equalised between firms. 

Later, Sraffa recognises that the wages 
“may include a share of the surplus pro¬ 
duct". But rather than beeping the two parts 


separate, he assumes that the whole wage “is 
paid post factum as a share of the aimual 
product”.'* Thus, what Sraffa calls the 
‘wage* corresponds to what we have called 
'bonus’ with zero wages for labour appear¬ 
ing in the inputs. This implies that labour 
is treated as a natural resource with zero 
supply price, as von Neumann does, but with 
a claim on the surplus. But, to avoid ter¬ 
minological confusion, in the following we 
shall use Sraffa's terminology and notation. 

Sraffa requires that, like the prices of com¬ 
modities are uniform in the economy, rates 
of profit'and wages should also be uniform 
in all activities or firms. Rate of profit is 
expressed as a ratio to the value of capital. 
Rate of wages is expressed as a rate per unit 
of homogeneous labour expre.ssed like the 
price of any commodity. Sraffa’s condition 
(Ss) then becomes 

(6) Bp = (l-t-r)Ap + wl 

where I > 0 is the vector of labour inputs 
in units of homogeneous labour, w is the rate 
of wages and r is the rate of profit. If we 
rewrite this as 

(B-A) = rAp + wl 

it becomes clear that capital and labour 
share between them the net output, that is, 
the value surplus, and that the commodity 
prices are determined by the* sole condition 
that the value surplus, of each firm is 
distributed between profit and wages at 
uniform rates r and w. As already men¬ 
tioned, Sraffa assumes that the number of 
firms, in other words the numb«' of equa¬ 
tions, is equal to the number of commodities 
and expected that a solution in p, r and w 
would exist. 

But, an economically meaningful solution 
does not exist. There are n equations and 
n-i-1 unknowns; n-1 relative prices and the 
rate of profit rand the rate of wages w. There 
is therefore one degree of freedom and one 
of the variables r or w may be determined 
from the outside. The system then deter¬ 
mines the other variable w or r and the n-I 
relative prices. If a solution exists, it must 
satisfy two conditions: (i) the maximum rate 
of profit r = r^, at w = 0, or what we have 
earlier called the rate of surplus, must exist 
and be unique; and (ii) prices must exist 
which are positive at all profit rates from 
0 to the maximum r^ and, when expressed 
in terms of the wage rate; they must increase 
monotottically tending to infinity as profit 
rate is raised from 0 to the maximum r^. 
The second is an intuitive requirement of a 
price system; as profit rate is raised, the wage 
rate d^lines so that the prices expressed in 
terms of the wage rate should increase. These 
conditions ate not easy to satisfy. Even with 
the number of firms kept equal to the 
number of commodities, the conditions are 
satisfied only in the simple case of single¬ 
product firms and in the special case of 
joint-product firms which are convertible 
into single-product firms. In general, the 
maximum rate of profit may not exist; the 
prices measured in terms of the wage rate 
may not rise monotonically with the rate of 
profit; they may fluctuate and in fact may 


turn negative at some profit rates'^. In 
short, the secern in general does not have 
an economically meaningful solution; in the 
general case of joint production, even with 
perfectly competitive conditions in the 
capital and labour markets, there are no 
positive prices which will result in uniform 
profit and wage rates between all firms. 
Thus, the problem of distribution which'is 
central to the Sraffa model remains in 
general unresolved. 

But Sraffa's suggestion that capital and 
labour are co-sharers of the value surplus 
contains elements of a solution. To see its 
implications, let us consider the simpler case 
of a single-product system where a solution 
in fact exists. The system of equations is then 
reduced to 

p = (l-t-rjAp -f wl 
or(I-A)p = rAp + wl 
As before, there are n equations and n -i-1 
unknowns; n -1 relative prices and rate of 
profit r and rate of wages w. There is 
therefore one degree of freedom and one of 
the variables r or w may be determined from 
the outside. The system then determines the 
other variable w or r and the n-1 relative 
prices. But, Sraffa shows that if prices and 
wages are expressed in terms of his Standard 
Commodity, which is the net output of his 
Standard System, the rate of profit r and the 
rate of wages w are related in the following 
linear relation: r = r^^jl-w) 

Thus, when either r or w is determined from 
outside the system, the other is determined 
too. 

The above relation is independent of 
prices because, first, r^ the maximum rate 
of profit (at zero wage) is independent of 
prices; and second, the Standard Com¬ 
modity, in terms of which the wage is ex¬ 
pressed, is the net output of the Standard 
System and is independent of prices. The 
distribution of the net output is therefore in¬ 
dependent of prices. Given the distribution, 
the prices are so determined as to ensure that 
the value surplus of each firm is distributed 
accordingly. Naturally, the prices depend 
upon or are affected by the distribution. 

Thus, with Sraffa, determination of rates 
of profit and wages is logically prior to and 
independent of determination of commodity 
prices while the latter depend upon the rates 
of profit and wages or briefly on distribu¬ 
tion. Dependence of prices on distribution 
particularly on the rate of profit is also part 
of the classical and neo-classical tradition 
and has caused serious doubts about the 
concept of capital. Sraffa clinched the issue 
Iv demonstrating the phenomenon of 
'switching’ or rather ‘re-switching’ and pro¬ 
nouncing : “The reversal in the direction of 
the movement of relative prices, in the face 
of unchanged methods of production, 
cannot be reconciled with any notion of 
capital as a measurable quantity indepen¬ 
dent of (fistributioc and prices!*" The 
capital controversy which ensued between 
the two Cambridges is too well documented 
to need recapitulation. 
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The relation 
f = r„(l-w) 

makes clear that either r or w can be raised 
only at the expense of the other and that 
therefore the relation between capital and 
labour is antagonistic. Evidently, the profit 
and wage rates are determined outside the 
price determining system by apolitical pro¬ 
cess of bargaining between capital and 
labour. We accept this position. But Sraffa 
postulates that out of this process emerge 
uniform rates of profit and wages in ail the 
firms. This causes difficulty; in the general 
case of joint production, there arc no prices 
ensuring uniform rates of profit and wages 
in all the firms. 

To avoid possible misunder.standing, let us 
remember that what Sraffa calls ‘wage’ con¬ 
sists of two parts, namely, wage proper and 
bonus. Sraffa assumes wage proper to be 
rero so that the entire ‘wage' consists of 
bonus only. This is not necessary. If we keep 
the wage proper and the bonus separate, as 
we propose to do, we shall obtain a uniform 
wage rate, like uniform prices of com¬ 
modities, ill all the firms. In fact, in that 
case, there is no need to reduce all labour 
to homogeneous units receiving the same 
uniform wage. Labour of various types and 
skills can appear as so many different inputs, 
like other commodities, with so many dif¬ 
ferent wage rates all uniform across the 
economy. There is no difficulty on that 
account. The surplus of each firm, in that 
case, will be distributed between profit and 
bonus and there Ites the difficulty: there is 
no way to ensure that the rates of profit and 
bonus will be uniform in all the firms. Rever¬ 
ting to Sraffa’s usage, there are no prices 
ensuring uniform rates of profit and wages 
in all the firms. 

This is not merely failure of a.particular 
mathematical 'model. The emergence of 
uniform rates of profit and wages by a 
political process of bargaining implies that 
the bargaining between the two parties, the 
capitalists and the workers, takes place under 
one umbrella. Evidently, this is not what 
happens. In spite of their antagonistic rela¬ 
tions, in matters substantive, the interests of 
capitalists and workers in a firm are more 
closely knit together than those of the 
capitalists or the workers across the 
economy. A firm is not an abstraction. It is 
the capital and labour combined in produc¬ 
tion. The relations between them, not 
necessarily harmonious, are essentially 
internalised. 

This is our point of departure from Sraffa. 
With Sraffa, determination of rates of pro¬ 
fit and wages is logically prior to and 
independent of determination of commodity 
prices while the latter depends upon the rates 
of profit and wages or briefly on distribu- 
tioiL In contrast, we accord primacy to firms 
and postulate that the commodity prices are 
determined by competition between firms in 
which capital and labour of each firm have 
a common cause. Hence, the prices ate the 
Smffa prices with w = 0 which are the same 
as the von Neumarm prices. It is only after 


the commodity prices are determined and 
the surplus is known that its distribution bet¬ 
ween profit and wages, or what we shall now 
call between profit and bonus, occurs firm 
by firm. Distribution of the surplus is a 
matter internal to a firm and it may vary 
from firm to firm. This makes the prices in¬ 
dependent of distribution and in a sense 
dissolves the capital controversy if that is not 
unwelcome. 

It will be .seen that we are trying to put 
together certain elements of the von 
Neumann model, certain elements of the 
Sraffa model, and certain elements, if we 
may say so, of our own. What we have is 
a hybrid model. We may refer to it as the 
von Neumann-Sraffa model. In this model, 
we have a number of firms each engaged in 
an activity using a number of commodities 
as inputs and producing a number of com¬ 
modities as outputs. Joint production is 
common and the number of firms will in 
general be larger than the number of com¬ 
modities thus allowing alternative activities 
producing the same commodity or the same 
set of commodities. The commodities are all 
reproducible and in fact are all produced in 
the economy. They include, what are nor¬ 
mally called consumer goods, intermediate 
goods, fixed capital goods, and human 
labour of various types and skills. The ac¬ 
tivities arc characterised not only by the 
input-output coefficients but also by the 
scale of operation. The input-output coef¬ 
ficients are appropriate to the particular 
scale Of operation. The choice of the ac¬ 
tivities by the firms occurs outside the 
model. The model begins with a number of 
firms engaged in certain activities, usint a 
certain technology, and producing a number 
of commodities in certain quantities. We 
may conveniently refer to it as an economy 
with a given technology specified by a pair 
of input and output matrices [A, B] ap¬ 
propriate to Its scale of operation. Our in¬ 
terest is in studying certain properties of this 
economyr 

There are two things to study. First, how 
are the supply prices of commodities deter¬ 
mined and what they are. We accept the von 
Neumann solution. The supply prices are 
determined by the von Neumann condition 
(S). These are not unique; an infinity of sets 
of supply prices are feasible. When the in¬ 
puts and outputs of an activity are valued 
at their supply prices, in general, a surplus 
emerges. The rate of this surplus to the value 
of inputs is in general different in different 
activities. But there is a maximum rate of 
surplus which is determined entirely by the 
technology and is independent of the prices. 
Some activities obtain the maximum feasi¬ 
ble rate of surplus; others have it less than 
the maximum. Which activities get the max¬ 
imum rate of surplus and which less than 
the maximum depends upon the particular 
set of supply prices. 

Second, how is the surplus distributed. 
The owners of the means of production are 
the claimants to a .share of the surplus. So 
far we have considered only the reproduci¬ 


ble means of production which may be 
classified into two categories labour and 
capital. They claim a share in the surplus 
over and above the prices of the inputs they 
own. l.abour claims a bonus over and above 
the wages it receives. Capital claims profit 
over and above the prices of commodities, 
including fixed capital, it receives. The idea 
that rates of bonus and profit should be 
uniform across the economy is not feasible 
There is no way of doing it. We suggest that 
the distribution of the surplus between 
labour and capital is a matter internal to 
each firm and is done firm by firm by a pro¬ 
cess of bargaining. In other words, there are 
no economic principles governing the 
distribution of the surplus. It is essentially 
a political matter. This is not merely an 
escape from a mathematical difficulty. It is 
a conception closer to reality. 

Let us now look at Sratfa’s treatment of 
natural resources. Sraffa treats the specific 
case of agricultural land in some detail and 
we may concentrate on it. To simplify the 
discussion, we shall suppose that it is a 
single-product system and that there are k 
commodities being produced singly. One of 
them is an agricultural commodity, say 
wheat, using land. Further, suppose there air 
n different qualities of land in use Sraffa 
assumes that there is an equal number of dif¬ 
ferent methods of producing wheat. In faa, 
he implies that if there were net n methods 
of producing wheat, we would pot know that 
there were n different qualities of land in use 
The other (k 1) a immodities are produced 
in (k-1) activities one for each commodity. 
Thus, there are altogether ^n+ k-1) activities' 
and equations. On the other hand, there ate 
(n t- k ♦ 1) variables; (k -1) relative prices of 
the k commodities including wheat, n rental 
values of the n qualities of land, and r the 
rate of profit and w the rate of wages 
presumed uniform in all the activities. Sraffa 
requires that, like prices of commodities and 
rates of profit and wages, all rental values 
are non-negative. One of the lands is sup¬ 
posed to be no-rent land but which one we 
do not know. The system will decide Hence, 
the condition that one of the lands is a no¬ 
rent land gives us an additional equation. 

If R,, Rj.R are the rental vsdues of 

the n qualities of land, the condition that 
one of them is a no-rent land, in other words 
one of the R's is zero, is expressed by the con¬ 
dition that the product of all the R’s is zero. 
This gives the additional equation 

- R,R,...R, = 0 
1 2 n 

where all R's are non-negative. Thus we have 
(n-fk) equations to determine (n-i-k-l-l) 
variables giving us one degree of freedom 
to determine r or w exogenously. 

We proceed as before. We determine r or 
w, in fact both r and w using the relation 
between the two, exogenously. Then, the 
(n-i-k) equations determine the (n-fk) 
variables, n rental values including 0 for one 
land and k prices of the commodities ex¬ 
pressed in terms of the Standard Com¬ 
modity. Thus, in the single-product systems, 
Sraffa gives a complete solution to the pro- 
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blem of distribution. The solution also exists 
in joint-product systems which may be 
reduced to single-product .systems. But, in 
the general case of joint production, even 
if the number of equations is equal to the 
number of commodities, becau.se the system 
does npt yield a unique solution in the prices 
and the rates of profit and wages, it also fails 
to determine the rental values of land. 1 he 
problem of distribution, in general, thus 
remains unresolved. 

But, let us for a while pursue the case ot 
single-product systems w here Sraffa’s 
solution to the pioblcni of distribution 
exists. Here, it is possible to determine r and 
w exogenously and determine the prices of 
commodities and the rental values of the 
lands one of which will be zero. It should 
be noted that, not only we cannot identify 
in advance the no-rent land but we cannot 
also order the lands according to their 
fertility a priori, that i.s, prior to the deter¬ 
mination of rents. In fact, the order of ferti¬ 
lity cannot be defined independently of the 
rents. The latter depends upon the prices of 
commodities which in turn depend upon the 
rales of profit and wages decided upon 
exogenously. 

Simply stated, Sraftu's approach to rents 
of lands is as lollows- Siafta’s standard 
system in this case con.sists ol ihe(k I) acti¬ 
vities pioducing the (k I) commodities 
singly and the one activity which produces 
wheat on the no-renl land. Rent-paying land 
docs not cntci that system and hence land 
has no share in the net output ol that system. 
The whole of that surplus i.s exogenously 
divided between profits and wages. The rates 
of profit and wages thus decided upon are 
taken into the actual systeiu to determine the 
prices of the commodities including wheat. 
These in turn deteimine the value ol net out¬ 
put or value suiplus of each activity. In k 
activities, the whole ol the surplus is divided 
between profits and wages and no surplus 
remains undisirihuted. I'hese are the (k - 1) 
activities in which land does not cnici a.s an 
input and one of the activities producing 
wheat. In the last activity, though it uses 
land, nothing is left for the land; in other 
words, that land turns out to be iio-rcni land 
post facto. In the other (n 1) activities pro¬ 
ducing wheal, after payment of profits and 
wages, some surplus is left undistributed and 
that IS regarded as the rent of land; in genetal 
it is different for different lands. 

As mentioned above. Sraffa requires that 
all rents are non-negative. To ensure this, we 
need rule out certain activities. For instance, 
of two activities pioducing wheat, the one 
which produces more wheat per acre should 
show a higher cost per unit of product other¬ 
wise the land in the other activity will receive 
negative rent. This is not because there is 
anything wrong with the land. But because 
Sraffa insists that, irrespective of the pro¬ 
ductivity of an activity in which they arc 
employed, the capital and labour must be 
paid profit and wages at rates they are paid 
in other activities. 

This dues not appear to be entirely 


satisfactory even though it has all the 
classical moorings. Consider the von 
Neumann-Sraffa model in which all the 
commodities including human labour are 
considered as reproducible means of produc¬ 
tion. They are paid their prices of produc¬ 
tion namely wages ol human labour and 
prices of other commoditic-,. Land not being 
reproducible, its price of production is zero 
m the sy.steni. Hence, it is paid no price. 
After’all inputs arc so paid their prices, a 
surplus IS left. Now to argue that, out of the 
surplus,'labour and capital should be paid 
bonus and profit at rates uniform m ail the 
activities and that whatever of the surplus 
is left should be paid to land as rciit is 
asymmetrical without good reason. 

Compare land and labour. A.s mentioned 
earlier, Sraffa’s treatment of labour amounts 
to considering labour as a natural resouice 
like land Roth have a zero supply price and 
both are paid out of the surplus, bonus 
(Sraffa’s wages) to the labour and rent to the 
land. Nevertheless, Sraffa treats the two dif¬ 
ferently. He requires that labour is paid a 
uniform bonus while land may be paid dif¬ 
ferent rents. It may be thought that this is 
because Sraffa supposes labour to be of 
uniform quality while land may be ot dif¬ 
ferent qualities. But this is not correct. 1-and 
entering different activities may be of dif¬ 
ferent qualities and it may even be possible 
to recognise these quality differences prima 
facie. But, as Sraffa makes it clear, these dif¬ 
ferences arc not relevant to judge which land 
gets how much rent. A land gets higher rent 
not because it is inherently of superior 
quality but because it is associated with an 
activity which the system judges to be more 
productive leaving behind a larger surplus. 
Ihe same should apply to labour and 
capital. Linder consideration are the shares 
of land, labour, and capital in the surplus 
of the economy. They are not on par with 
the supply prices of inputs, namely, zero 
price of land, wages of labour and prices of 
goods. While the supply prices of inputs 
have to be uniform, the shares in the surplus 
which their owners claim and get do not 
have to be uniform; noi do they depend 
upon any inherent qualities of Ihe inputs. 
What matters is whether Ihe inputs enter an 
activity which the system post facto judges 
to be more or less productive leaving behind 
more or less surplus and, of course, the 
relative bargaining power of the .several 
claimants. In this matter, there is no reason 
to treat land, labour, and capital differently. 

We are therefore obliged to return to what 
we have already suggested in the context of 
the division of the surplus between capital 
and labour. There we said that the deter¬ 
mination of the commodity prices, including 
wages of labour, is independent of and 
logically prior to the distribution of the 
surplus and what emerge are the von 
Neumann supply prices and rates of sur¬ 
pluses which in general are different in dif¬ 
ferent activities. In the context of capital and 
labour, we said that the distribution of the 
surplus of a firm between profits and bonus 


is a matter internal to a firm and is decided 
by a process which is essentially political. 
If, besides capital and labour, there are non- 
augmentable resources used in some acti¬ 
vities, the claims of their owners must be 
settled on the same basis a.s'are .settled the 
claims of capital and labour. As far we can 
see, within the framework of the von 
Neumann-Sraffa model, there are no 
economic principles of distributing the 
surplus of a firm among the owners of its 
land, labour, and capital which may be 
applied unifoimly to all the firms. Distribu¬ 
tion of surplus IS essentially a political pro¬ 
cess internal to a firm and it aims at achiev¬ 
ing a working political equilibrium among 
the owners of its means of production. 

DrCOMI’OSABLF ECONOMY 

So far wc have considered an indecompos¬ 
able economy. It will be recalled that Gale’s 
iwo conditions, namely, (I) that every acti¬ 
vity uses at least one commodity as an in¬ 
put, and (fl) that every commodity is an out¬ 
put of at least one activity, allow the 
possibility (hat the economy is decompos¬ 
able because, within the economy, there may 
be a sub-set of activities which by themselves 
satisfy the two conditions and hence con¬ 
stitute an independent sub-economy. We 
ruled out this possibility and assumed that 
the economy was indecomposable. 

We shall now considei a decomposable 
economy. It means that a sub-set of its ac¬ 
tivities satisfies Gale conditions (I) and (II). 
As all activities satisfy the condition (I), 
every sub-set ol activities of course satisfies 
that condition. Hence, the crucial condition 
of decnmposability.is that there is a sub-set 
of activities which satisfies condition (II); 
it means that a sub-set of activities produces 
all its inputs and hence constitutes an 
independent sub-economy. Gale shows that 
it IS only when the economy is indecompos¬ 
able that the r^^ = g^ and that in general 

^ 8,,- Gale .says little more about a 
decomposable economy. 

At about the same time Gale presented his 
results. Kemeny, Morgenstern, and 
Thompson (KMT)''*- also obtained a 
generalisation of the von Neumann model 
extending it to decomposable economies. 
I hey showed that, in a decomposable 
economy, the equilibrium rate of growth is 
not unique and that corresponding to each 
equilibrium rale of growth, there exists a 
“self-sufficient part of the economy, in other 
words a sub-economy” which can expand 
independently in equilibrium at that rate. 
This is the KMT generalisation of the von 
Neumann model. To demonstrate these 
results, KMT make use of the concepts and 
theorems of the Theory of Games. In the 
following, we shall give a gist of their results 
in more familiar terms as presented by 
T Bromek^® but with a certain simplifi¬ 
cation for expositional convenience. 

We shall denote by an economy with 
a set of activities. We shall assume that 
it satisfies Gale conditions (I) and (II). As 
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■11 activities satisfy condition (I), any sub¬ 
set of activities satisfies that'dondition. Our 
interest is to find if any sub-sets of activities 
also satisfy condition (II) because, if they 
do, tliey constitute independent sub¬ 
economies. 

As the economy saitsfies Gale conditions 
(I) and (II), the von Neumann equilibrium 
condition 

(4) qB^(l+g)qA 

holds and there exists a vector q^ of activi¬ 
ty levels and a growth rate g„, where is 
the maximum of g for variations in q, winch 
satisfy the condition (4). As we have already 
noted, the vector q^ is not unique. In par¬ 
ticular, It is semi-positivr and, in general, the 
activities with zero levels are not the same 
in all the equilibrium vectors q^; some ac¬ 
tivities may be non-operating'in some q^ 
and others in other q^ 

If all the activities operate at positive levels 
in at least one q^it means that there is no 
sub-set ol activities which satisfy (II) and 
the economy is indecomposable. Otherwise 
it IS decomposable and we can distinguish 
two sub-sets of activities; activities which are 
operated at positive levels in at least one q„ 
and those which are not. IjCI us denote them 
by and respectively. Hereafter, we 
shall refer to such sub-ticts of activities as 
sub-economies. The sub-economy clearly 
produces all its inputs and hence satisfies 
Gale condition (11). Further, it does not con¬ 
tain within itself another sub-set of activities 
which satisfies Gale condition (II). Hence, 
S,, constitutes an independent and in¬ 
decomposable sub-economy with 
equilibrium rate of growth given by g^. 

Next, consider the sub-economy T^. If it 
produces all its inputs, it satisfies Gale con¬ 
dition (II) and constitutes an independent 
sub-econom)'. It may contain within itself 
another sub-set of activities satisfying Gale 
condition (II) and hence it may be further 
decomposable. On the other hand, if it does 
not produce all its inputs, that is, if some 
of its activities use as inputs commodities 
which are not its outputs, it does not satisfy 
Gale condition (II) and hence it does not 
constitute an independent sub-economy. It 
is a dependent sub-economy depending for 
some of its inputs on outside sources. In the 
present case, because the whole economy 
produces all its inputs, the outside source for 
the sub-economy is obviously the sub¬ 
economy S„. Thus, if the economy I is 
decomposable, we decompose it, in the nrst 
instance, into two sub-economies and 
T^. The first one is an independent sub¬ 
economy. It is also not further decom¬ 
posable. The second one m^i be an indepen¬ 
dent sub-economy or a dependent sub¬ 
economy depending for some of its inputs 
on the first sub-economy; and, it may or may 
not be further decomposable. If it is decom¬ 
posable, we would want to obtain its further 
decomposition. 

If the sub-economy T^ is an independent 
and decomposable economy, its further 
decomposition presents no problems. We 
proceed as before and obtain its decomposi¬ 


tion into two sub-economies, one indepen¬ 
dent and indecomposable and the other 
either independent or dependent and either 
decomposable or indecomposable. Bui, if 
the sub-economy is dependent and 
decomposable, to obtain its further decom¬ 
position by the same procedure, we must 
first reduce it to a pseudo-independent 
economy. For this purpose, wc need lo 
eiimi.nate from its inputs all such com¬ 
modities which H does not produce. It will 
be recalled that, m the von Neumann model, 
unproduced neans of production such as 
natural resources do not explicitly appear as 
inputs in‘any of the processes; they are 
treated as freely available at zero price. W’e 
may adopt the same procedure in respect of 
a dependent sub-economy and eliminate 
from Its inputs all those which are not its 
outputs. Ihen, it will satisfy Gale con¬ 
dition (II) and wc may proceed lo obtain its 
fuilher decomposition by i)ic same pro¬ 
cedure as belore 

We should emphasise that converting a 
dependent sub-economy into <i pseudo- 
independent stib-cconomy is only an 
analytical device lo obtain its lurthci decom¬ 
position in case it is so decomposable Rut 
It remains a dependent sub-economy 
because, in fact, it imports from the other 
sub-economy certain commodities it docs 
not itself produce. It docs not get these com¬ 
modities free and it must pay for them, in 
anticipation of our later discussion, we may 
note that the status of the commodities 
which a dependent sub-economy imports 
from the othei sub-economies is the .same 
as (hat of the unpruduced means of produc¬ 
tion, namely, the natural resources in the /on 
Neumann economy. Their prices cannot be 
determined within the economy or sub¬ 
economy and they must be paid from out 
of the surplu.s of the economy or the sub¬ 
economy; more particularly, from the 
surplu.s of the firms which import them. 

By successive decomposition, we obtain 
a sequence of sub-sets of activities S^, S,, 
Sj . . . S^, Tj where T^ is empty with no 
activities left. The first sub-.set necessari¬ 
ly constitutes an independent sub-economy. 
The other sub-sets may constitute indepen¬ 
dent or dependent sub-economies. It will be 
recalled that we have contrived households 
as activities using their respective final con¬ 
sumption as inputs and producing human 
labour of various kinds and skills. These will 
get allocated among the several sub¬ 
economies according to the activities in 
which their labour services atie being used. 

Corresponding to the sequence of the sub¬ 
economies, there is a sequence of growth 
rales g„. g,. gj. - • . g, . . , g^ which are 
their respective equilibrium growth ratE.s. 
The equilibrium growth rates of independent 
sub-economies are of the sub-economies as 
they are with the sub-sets of activities with 
all their inputs. The equilibrium growth rales 
of the dependent sub-economies are of these 
sub-economies as they would appear if all 
the inputs which they do not produce arc 
omitted. 


In the above, we have used the von 
Neumann condition (4) to analyse the pro¬ 
duction structure of a decomposable 
economy. This production structure is in¬ 
herent in the technology of the economy 
and does not depend upon whether the 
economy or its sub-economies are in von 
Neumann equilibrium of steady state. We 
u.se the condition (4) as an analytical device 
to bring out the structure of production and 
not as a condition of equilibrium. In other 
words, we do not suppose that the sub¬ 
economics are in von Neumann equilibrium 
of steady state growing at their respective 
equilibrium growth rates. As earlier ex¬ 
plained, our interest in the equilibrium 
growth rate of an economy is because it gives 
the maximum rate of surplus that any 
activity in the economy can achieve 
equilibrium. From this standpoint, the m?m 
conclusion of the KMT/Bromek analysis of 
a decomposable economy is that in such an 
economy the maximum rate of surplu.s that 
an activity can achieve is different in dif- 
fcieni sub-economies. Fsidcntly, such 
economies exist side h> side. 

That, in a decomposable economy, the 
maximum rate of surplus an activity can 
achieve is different in different sub- 
cconomies does m : constitute a major pro¬ 
blem. The situation is analogous to the pro¬ 
position earlier made that, es'cn in an in¬ 
decomposable economy, the ri es of surplus 
are in general different in diff. .ent activities 
and that such activities operate side by side. 
A major problem of a decomposable 
economy is the determination of relative 
prices of two commodities which are not the 
output of any single sub-economy. KMT/ 
Bromek do not pursue this problem. But 
Sraffa has put forward a possible solution. 
In the following, we shall examine how he 
approaches the problem. 

We shall confine attention to the case of 
single-product firms because, as already 
indicated, Sraffa’s extension to the case of 
joint production runs into serious dif¬ 
ficulties. Sraffa begins by distinguishing 
commodities into two categories; what he 
calls the basic and the non-basic “The 
criterion is whether a commodity enters (no 
matter whether directly or indirectly) into 
the production of all commodities. Those 
that do so we shall call basic, and those that 
do not, non-basic products."^' If all the 
commodities are basics, the economy is 
clearly indecomposable; for in this case, 
there can be no sub-set of activities which 
produce all their inputs. Sraffa does not 
assume that all the commodities are basics. 
But he assumes that there is at least one 
basic commodity in the economy; that is, 
there is at least one commodity which enters 
directly or indirectly the production of all 
other commodities. This allows the economy 
to be decomposable but with only one 
independent sub-economy and one or more 
dependent sub-economies. In the simplest 
case, it decomposes into two sub-economies, 
one comprising the basics and the other 
comprising the non-basics. The basic sub- 


Economic and Political Weekly April 8, 1989 


741 



economy produces all its inputs and hence 
is an independent sub-economy in the sense 
we have used the term. The non-basic sub¬ 
economy is clearly a dependent sub- 
economy depending as it does for some of 
its inputs on the basic sub-economy. The 
problem is the determination of the prices 
of the basics in terms of the prices of the 
non-basics. 

The basic economy satisfies Gale con¬ 
ditions (I) and (liy and can determine the 
prices of all the basics and also the rate of 
surplus which in the case of single-product 
firms, one for each commodity, is uniform 
in all the firms. No problem arises. In con¬ 
trast, the non-basic sub-economy docs not 
inoduce all its inputs and so does not satisfy 
Cale condition (II). Hence, it cannot deter¬ 
mine the prices of its inputs and outputs and 
the rate of surplus in the sub-economy. 
Sraffa tries to get over the difficulty by 
taking over the prices of the basics and the 
rate of surplus as determined in the basic 
sub-economy into the non-basic sub¬ 
economy and then determining the prices of 
the noivbasics in tcims ol ilic busies Bui 
he encounters serious problems and para¬ 
doxical results such as negative prices. He 
acquiesces in them with the .stoic ob.serva- 
tion: “It is perhaps as well to be reminded 
here that we are all the time concerned 
merely with the implications of the assump¬ 
tion of a uniform price for all units of a 
commodity and a uniform rate of profits on 
all the means of production 

Obviously, the problem has to be ap¬ 
proached differently. We may divide it into 
two parts; First, how ate the relative prices 
of the non-basics between themselves, that 
is in terms of one of the non-basics, deter¬ 
mined. Second, how are the relative prices 
between the basics and the non-basics deter¬ 
mined. We shall first consider the first 
problem. 

The basics in a non-basic sub-economy ate 
unproduced means of production like the 
natural resources. Therefore, like the natural 
resources, they have to be paid out of the 
surplus. Hence, to determine the relative 
prices of the non-basics in terms of one of 
themselves, we should remove the basics 
from the inputs of the firms and then apply 
condition (S) to obtain the price vector p^ 
and the maximum achievable rate of surplus 
r^. The price vector p^ is not unique and, 
depending upon which prices actually 
materialise; some firms will actually achieve 
the rate of surplus r^ while the others will 
have a smaller surplus. Whatever the surplus 
of a firm, if it uses any basics directly, they 
will be the first charge on its surplus. They 
will be paid their price in terms of the non¬ 
basics; the determination of these prices is 
the second of our problems. After the basics 
are paid out, the remaining surplus will be 
distributed among the owners of land, 
labour, and capital of the firm. Note that, 
because the basics are paid out of the 'urplus 
arising in the non-basic economy, they leave 
uruiffected the relative prices of the non¬ 
basics. The relative nrices of the non-basics 


are the same as they would be if no basics 
were needed in their production or the basics 
were available free. 

'Lpt us now turn to the second problem, 
namely, the determination of the relative 
prices between the basics and the non-basics. 
In more general terms, the problem is the 
determination of relative prices of com¬ 
modities produced in different sub- 
economies. The difficulty arises because 
each sub-economy determines the relative 
prices, of the commodities it produces in 
terms of one of them as the standard of 
value. The conditions of production provide 
no basis for determining the relative prices 
of commodities produced in different sub¬ 
economies. For this purpose, we need take 
into account the conditions of exchange bet¬ 
ween the sub-economies. 

With this in view, let us consider a model 
of an exchange economy in which the 
elements are not the processes as in the von 
Neumann model, or the activities/firms as 
in the Sraffa model, but the sub-economies. 
Let there be (k-f I) sub-economies and let 
a,j and b represent respectively the quan¬ 
tities of tne j-th commodity which the i-th 
sub-economy buys from and sells to the 
other sub-economies, lb retain analogy with 
the production economy, we may call the 
purchases by a sub-economy its inputs and 
sales its outputs. Gale conditions (I) and (II) 
are clearly satisfied. Each sub-economy has 
at least one commodity as an input and each 
commodity is the output of at least one 
sub-economy. 

The Gale conditions (I) and (II) do not 
of course ensure indecomposability of the 
economy, lb simplify our presentation, we 
shall suppose that the economy with the sub¬ 
economies as its components is indecompos¬ 
able This does not require that each sub¬ 
economy directly sells to or buys from every 
other sub-economy. But it will be necessary 
that each sub-economy is directly or indirect¬ 
ly engaged in exchange with all other sub¬ 
economies. We shall suppose so without loss 
of generality. 

A dependent sub-economy depends for 
some of its inputs on other sub-economies. 
Hence, it must buy some of its inputs from 
other sub-economies and in return sell some 
of its output to some, not necessarily the 
same, sub-economies. But the case of an in¬ 
dependent sub-economy is somewhat dif¬ 
ferent. It will of course sell some of its out¬ 
put to some dependent sub-economies. But 
it is not clear what it will buy in return 
because in production it is self-sufficient. 
There are two possibilities. First, we should 
note that we do not assume that the sub¬ 
economies are in von Neumann equilibrium. 
It follows that even an independent sub¬ 
economy may not produce all its inputs in 
full quantities required for its operations. It 
is capable of doing so but it may prefer to 
buy some inputs or some quantities of some 
inputs from the other sub-economies. 

Second, to continue and expand its pre¬ 
sent production, even if an independent sub¬ 
economy may not need to buy ai^thing from 


the other sub-econmnies, some of its firms 
may want to expand or diversify their ac¬ 
tivities and, for that purpose; may use a part 
of their surplus to buy produced and un¬ 
produced means of production of other 
firms which may belong to other sub¬ 
economies. Conditions of non-constant 
returns to scale and non-additivity of cer¬ 
tain processes offer ample ground for such 
apansion and/or diversification. Moreover, 
even if there are no distinct technical advan¬ 
tages of combining certain processes under 
one roof, firms often want to diversify in 
order to short-circuit the market for in¬ 
termediates. For instance, a firm in an in¬ 
dependent sub-economy may want to take 
over one of its client firms in other sub¬ 
economies. The reverse is also possible; a 
firm in a dependent sub-economy may want 
to take over a supplier firm in an indepen¬ 
dent sub-economy, lb sum up, the trade rela¬ 
tions between different sub-economies are 
not, and need not be, confined by the pre¬ 
sent structure of production. Some of the 
buying and selling between firms arises 
because it is advantageous to some firms and 
is unavoidable for the others. If it results in 
a change in the structure of production, .so 
it does. 

Let us return to the economy with sub¬ 
economies as its elements. It satisfies Gale 
conditions (I) and (11) and we assume it to 
be indecomposable. Hence, we may apply 
the von Neumann equilibrium condition 
(5) Bp<r(|-rr)Ap 

In the context of an exchange economy, the 
condition means that the value of sales of 
a sub-economy does not have to be neces¬ 
sarily equal to the value of its purchases. In 
fact, each sub-economy tries to maximise its 
rate of surplus in exchange This results in 
the equilibrium^ price vector p^ which is not 
unique The prices are inter-sub-economy 
prices expressed in terms of any one com¬ 
modity or a linear combination of the com¬ 
modities produced in the economy. We may 
say that these are ‘global’ prices expressed 
in terms of a ‘global’ standard, lb 
distinguish them from the prices of com¬ 
modities produced in one sub-economy and 
determined by the conditions of production 
in that sub-economy, we shall call the latter 
the 'local* prices expressed in terms of a 
'local' standard. IWo commodities which are 
produced in one and the same sub-economy 
will have both relative 'global* prices and 
relative 'local* prices and the two will not 
necessarily be the same. This is analogous 
to what happens in an international 
economy. The international relative prices 
of two commodities produced in a given 
country are not necessarily equal to their 
relative domestic prices in that country. 

Between the sub-economies, the com¬ 
modities are exchanged at thdr ‘global* 
prices as they emerge in exchange At these 
prices, the value of sales and purchases by 
a sub-economy are not necessarily equal. 
But, in contrast to a production economy, 
an exchange economy is a zero-sum game 
Its net output it necessarily zero because the 
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mMc % one it a puichueby i^notber and in 
tlw aggregate die two balance. Hence, if 
some sub-economies obtain a surplus in ex¬ 
change, some other sub-economies must suf¬ 
fer a deficit in exchange. In exchange, some 
sub-economies gain while others lose. This 
we suppose is the phenomenon of unequal 
exchange. 

Economic Growth anr Pouiicai 
Equilibrium 

Let us now bring together the main 
threads of the argument. An economy is 
rarely, if ever, in equilibrium. Nevertheless, 
economic equilibrium is a useful concept not 
as a description of reality but as an 
analytical device to bring out certain pro¬ 
perties and limitations of a perfectly com¬ 
petitive market economy obeying the laws 
of pure economic calculus. In the Walras- 
Cassel model, with no joint production and 
only one process to produce each commodi¬ 
ty, there exists a position of equilibrium in 
which quantities of commodities and their 
prices aie uniquely determined such that the 
supply of commodities is matched by an ex¬ 
ogenous demand for them. Moreover, the 
prices of the resources are equal to their 
marginal value productivities. Evidently, the 
equilibrium is very orderly, both in respect 
of equity and efficiency. But, in the von 
Neumann model of an expanding economy, 
which admits joint production and alter¬ 
native processes, and in which demand is in¬ 
ternalised, the equilibrium is not unique; the 
model does not determine uniquely the 
quantities of commodities produced nor 
their supply prices. An infinity of 
equilibrium paths are possible. 

Moreover, the von Neumann model, 
which is essentially a model of growth, does 
not, as such, ensure that an economy not in 
equilibrium will tend to equilibrium unless 
one supposes, somewhat unrealistically, that 
a firm with a rate of surplus less than the 
maximum achievable at the supply prices 
will not operate; if such a firm continues to 
operate, as in faa many do, the economy 
does not tend to equilibrium so long as the 
technology remains unchanged. Paradoxical¬ 
ly, it is only under conditions of continuous 
technological change that the internal de¬ 
mand for commodities may approximate 
their supplies at their supply prices and the 
economy may tend to equilibrium. 

The production is organised in production 
units called firms. At the beginning of each 
period of production, given the current 
prices at which they may exchange the com¬ 
modities in hand, and the prices they expect 
for their output at the end of the produc¬ 
tion period, the firms choose activities which 
will maximise their rates of surplus. Their 
search is not confined to optimal combina¬ 
tions of existing processes but extends to 
discovering and trying new processes imply¬ 
ing continuous technological change. 

The essence of economic growth is a 
change to a more productive technology 
yielding a greater rate of surplus and thus 


providing the basis ^or a higher rate of 
growth in subsequent periods. It implies new 
technical processes coming in while some of 
the existing ones going out of operation. The 
technological change may occur in any ac¬ 
tivity or a process but its effects spread 
throughout the economy. The leading ac¬ 
tivities in this matter are those involving final 
consumption, and production of human 
labour of various categories. Perception of 
requirements of human life and living 
change causing changes in the demand for 
commodities of final consumption, often in¬ 
volving new commodities, as also in the sup¬ 
plies of human labour of various skills, often 
with new skills and capabilities. As human 
labour of one kind or another is involved 
in all the other activities, technological 
changes in the production of human labour 
affect all other activities and result in 
changes in the production structure. 

In the von Neumann-Sraffa model, as we 
have constructed it, the choice of activities 
by the firms, at the beginning of each pro¬ 
duction period, occurs so to say beneath the 
surface of that model. In the model proper, 
there are a number of firms each engaged 
in a chosen activity which is a combination 
of the primary processes at certain levels of 
operation. Thus, the scale of production and 
the quantities of the several commodities to 
be produced aie alicady determined; they arc 
no more the variables of the model. The 
model determines only the .supply prices of 
the commodities, including human labour, 
in competitive markets in which each firm 
tries to maximise its rate of surplus. The 
relevance of the supply prices lies in the pro¬ 
position that, if the economy is in 
equilibrium, the market prices arc the same 
as the supply prices; and, when in dis¬ 
equilibrium, the market prices deviate from 
the supply prices, cause movement of 
resources Irom one activity to another, and 
result in a change in the structure of 
production. 

• Two important characteristics of the sup¬ 
ply prices, as 'determined in the von 
Neumann-Sraffa model, arc: first, that they 
are not unique; and second, that, when in¬ 
puts and outputs are valued at supply prices, 
the resulting rate of surplus is not uniform 
in all the activities. There are serious con¬ 
sequences. I'lrsl, the path of growth which 
the economy takes from one period to the 
next very much depends upon which parti¬ 
cular supply price structure the economy is 
gravitating to. Second, the rate of surplus 
which an activity may expect in equilibrium 
also depends on the particular set of sup¬ 
ply prices. The model only shows that, 
whatever be the supply prices, there is a 
technologically determined maximum rate 
of surplus which cannot be exceeded in any 
activity. But, below that maximum, some ac¬ 
tivities show a higher and some activities a 
lower rate of surplus; which ones, depends 
upon the particular set of supply prices. 
Hence, the firms engaged in the several ac¬ 
tivities have an obvious interest if they can 
somehow influence the set of supply prices 


to isrhich the edononqr would gravitate. It 
seqms that some firms can and do exert such 
an influence. They set the supply prices of 
some of their outputs and let the economy 
gravitate to,that set of supply prices which 
accommodkes these prices. 

Foremost among the firms which deter¬ 
mine the supply prices of their output are 
households producing labour of particular 
categories and skills. Most professionals 
belong to this category. Even among the 
wage and salaried labour, except probably 
for the unskilled labour which may be 
bought in the spot market, most labour is 
contracted for various periods with 
periodically revised wage agreements and 
wage increments. The same is true of a 
number of other commodities. Their prices 
are fixed by their producers on a cost-plus 
or some other basis. The economy then 
gravitates towards that set of supply prices 
in which the prices of certain commodities 
are the same as the firms want them to be, 
while the prices of the other commodities 
are whaicver required by an equilibrium set. 
I'hc economy gravitates towards an equili¬ 
brium but now chosen by a'few. Of course, 
if some of the prices so set are not compati¬ 
ble with any set of equilibrium prices, it will 
be difficult to su.stain them for long and they 
will have to be duly modified. 

Thus, the particulai set of supply prices, 
in other words, the particular equilibrium, 
to which the economy giavitates is influenc¬ 
ed by some firms while others accept 
passively iheir positions in accordance with 
the requirements of the equilibrium which 
emerges. That some firms arc price-makers 
while Olliers arc price-takers is well known. 
Evidently, there is room for this even in a 
model of a competitive economy though the 
model by itself cannot tell which firms are 
price-makers and which ones price-takers. 
The equilibrium to which the economy 
gravitates is one of the many possible ones, 
not chosen by a random choice, but chosen 
by a few btvaiise it is to their advantage. One 
may say that it is chosen and arrived at by 
a hi.stoiiial process because that is what the 
historical process is. 

The supply prices, though not unique, are 
of course uniform across the economy as - 
they must be in a competitive economy. 
After the inputs arc paid their supply prices, 
there remains a surplus which is claimed by 
the owners ul the inputs, that is, the owners 
of the means of production. Thus, the deter¬ 
mination of the supply prices is logically 
prior to the emergence and distribution of 
the surplus and hence they are not affected 
by how the surplus is distributed. It turns 
out that there are no purely economic prin¬ 
ciples to settle these claims. In particular, the 
postulate, common to classicals, neo- 
classicals, and neo-Ricardians, that the rates 
at which the .surplus of a firm is di.stributed 
between labour and capital should be 
uniform across the economy is found to be 
not tenable. That leaves scope for a wide 
range of arrangements in which the owners 
of the means of production, say land. 
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laboui. «id cf^iiul, may coinbitie in jKoduc- 
tion < 0 ^ d^ribut<i the lesutting surplus 
amoni theijnelves. 

All tesouiipes are not equally committed 
to allntl. There are resouaeS which the firm 
trades in the market at the end of each pro¬ 
duction period at the going market prices. 
•There are other resources such as fixed 
capital, skilled labour, and certain natural 
resources to which the firm is committed for 
various durations. 1 hey constitute the firm 
and, the stronger their commitment to the 
firm, stronger is their claim to a share of the 
surplus. Distribution of the .surplus is the in¬ 
strument by means of which the firm tries 
to reach and maintain a political equilibrium 
between their several claims which is an 
essential condition for the continued exis¬ 
tence of the firm. 

If a firm fails to achieve such an equili¬ 
brium, it must close down at least for a while 
until the partners return to t he negotiating 
table. So long as the firm is able to achieve 
a working political equilibrium, it can con¬ 
tinue and remain in operation no matter how 
productive is its activity judged by its rate 
of surplus. But, if the activity is not produc¬ 
tive enough to generate a value surplus ade¬ 
quate to reach and maintain the necessary 
political equilibrium, it must abandon thal 
activity and move to a more productive one 
or inevitably close down permanently; its 
resources will move into other activities with 
higher rates of surplus. T his is a sign of 
economic growth for two reasons. First, 
what was acceptable yesterday is not accept¬ 
able today. Second, closure of the unaccept¬ 
able is possible because new opportunities 
with better returns have become available. 

The manner in which and the terms on 
which land, labour, and capital are combin¬ 
ed in production differ from firm to firm. 
Land and other non-reproducible means of 
production are often owned by the firm and 
thus become pan of its capital. They are also 
taken on lease for long periods at pre¬ 
determined rents, in between is the .share 
tenancy in which the tenant, is rewarded by 
a pre-determined share of the gross output. 
These forms are of ancient origin and are 
common to agriculture and household in¬ 
dustry. They also appear in various guises 
in m^ern enterprises. 

Relations between capital and labour vary 
greatly between firms. At one extreme, a 
firm may purchase labour like other com¬ 
modity inputs and appropriate the entire 
surplus as profits on capital. At the other 
extreme is the owner-operated firm in which 
the separation of wages, profits, and bonus 
can only be artificial. Besides, there are now 
developed other forms in which, for in¬ 
stance, labour is rewarded by means of a 
basic wage plus a price-indexed supplement 
plus a certain bonus as a share of the 
surplus. In some firms, labour is also invited 
and encouraged to own a part of the slock. 
Thus, though the commonly understood ar¬ 
rangements in which capital hires labour 
almost as in a spot market prevail, owner- 
operated firms with total fusion of capital 


and kbour idso have $h(»i^‘.« liliitrlwble 
vitality. In between, new rdktions between 
capital and l^our are emergiiigaiid the divi¬ 
sion of the surplus betweeii'profits, wages, 
and bonus is being increasingly internalised. 

It is not that there is no class conflict bet¬ 
ween capital and labour. But normally it is 
raised and resolved firm by firm and not 
acro.ss the economy. In spite of their an¬ 
tagonistic relations, capital and labour begin 
to see that their interests lie together in the 
survival and growth of the firm. The firm 
has to survive in its competition with other 
firms and in this the capital and labour, 
which indeed constitute the firm, are inclin¬ 
ed to stand together. In particular, firms with 
higher rates of surplus have greater capaci¬ 
ty to pay and so wages, which in our ter¬ 
minology is wages plus bonus, tend to be 
higher in them. Labour develops a vested in¬ 
terest in the survival and growth of these 
firms and becomes increasingly internalised. 

But conflict is inherent, is always present, 
and has to be settled periodically. If the set¬ 
tlement is not acceptable to either party, the 
firm cannot function and it must inevitably 
close down, at least for a while. But so long 
as the settlement is acceptable to both, the 
firm continues to operate. For a firm to con¬ 
tinue operating, the profit and bonus it 
would pay do not have to be equal to those 
obtained in some other firms. Given the 
technologies used by different firms and the 
alternative technologies existing side by side, 
unequal profits and bonuses are inevitable 
even in equilibrium. They do not provide the 
rca.son for movement of resources from one 
firm to another as do the deviations of the 
market prices from the supply prices when 
the economy is in disequilibrium. 

Of course, capital and labour are not 
wedded to a firm in.separably. They certainly 
try to move in search of higher rewards. But 
the mobility is much constrained and, while 
trying to join another firm, they find them¬ 
selves in a queue. Accession of additional 
capital and labour to a firm is also very 
much internalised. This is common in tradi¬ 
tional firms. It is increasing or becoming in¬ 
creasingly explicit in modern firms as well. 
Recruitment of labour in firms with high 
wages IS done, particularly at the ottry point, 
by a process of screening which is objective 
iipto a point. But connections also matter. 
Hoi instance, a common demand of labour 
now IS that sons and daughters of existing 
workers must receive priority in recruitment. 
Recruitment to higher positions is mainly by 
internal promotions. All this restricts and 
reduces greatly the mobility of capital and 
labour while inequalities in profits, wages, 
and bonuses in different firms persist. 

As a consequence, there develops a 
stratification of society parallel to the dif¬ 
ferentiation in its production structure. The 
phenomenon has attracted attention of other 
social scientists, and inequalities in profits 
and wages in different industries and firms 
are sought to be explained on political, 
social, and anthropological grounds. But 
these ate consequential. At the bottom is the 


^drentiatlon in the jmsduttfibn structiui^ ^ 
by rates of surplus. ITie political, soci^, and 
anthropological factors further deepen the 
social stratification which once begun per¬ 
sists and perpetuates. The neo-classicals find 
in this phenomenon support for their theory 
of marginal productivity; it is said that fac¬ 
tor returns in some firms are higher because 
more productive factors tend to move into 
them. But this again reverses the facts. There 
are industries and firms in each industry 
with rates of surplus higher than in others. 
Capital and labour with better connections, 
move into tho.se industries and those par¬ 
ticular firms. Some of them may be more 
productive in some absolute sense. But that 
is not relevant, as the case of land makes 
abundantly clear. Produaivity belongs to the 
industry, to the firm, and to the job. Capital 
and labour with better connections get the 
advantage. 

So much for the simpler case of an in¬ 
decomposable economy in equilibrium. In 
general, economies are decomposable into 
a number of sub-economics, some indepen¬ 
dent, others dependent. This raises some new 
problems. The principal problem of a 
decomposable economy is to determine 
prices of two commodities not produced in 
the same sub-economy. Ibchnical conditions 
of production do not offer any basis for the 
purpose. These prices are determined in the 
exchange of commodities between the sub¬ 
economies. Each sub-economy tries to buy 
its imports at the lowest possible price and 
sell its exports at the highest possible price. 
This gives rise to a set of exchange prices. 

At these prices, the value of imports is equal 
to the value of exports in the aggregate but 
not for dach sub-economy. Some sub¬ 
economies gain in exchange while others 
lose. Here again, the exchange prices are not 
in general unique and, like the activities in 
an indecomposable economy, the sub¬ 
economies in a decomposable economy can 
and do influence the choice of which par¬ 
ticular set of exchange prices in fact 
materialises. 

In the above, we have talked as if the sub¬ 
economies were identifiable entities engag¬ 
ed in buying and selling. In fact, the firms 
are the identifiable entities and they buy 
from and sell to each other. They are not 
aware of the existence of sub-economies and 
they do not know whether a firm belongs 
to their own or some other sub-economy. 
Nevertheless, it is a common experience that 
one may often buy the same commodity at 
different prices if bought from two different 
firms and, not knowing that the two firms 
analytically belong to two different sub¬ 
economies, one offers much circumstantial 
explanation. Consider, for instance; the price 
that one pays for a cup of tea in a five-star 
hotel and at a tea-shop across the road. Dif¬ 
ference in the input costs and the accompa¬ 
nying services do not help explain the price 
difference because almost every input is dif¬ 
ferently priced. You delve deeper and you see 
that the two places belong to two different 
sub-economies; or, more simply, to two dif¬ 
ferent worlds. 
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urnnKUBurpiuiora deRcit inexchante. In 
fact, whuevtr the surplus or deficit of a sub¬ 
economy, it is sharni by the firms in the sub- 
economy involved in the exchange, if a firm 
uses an input not produced in the sub¬ 
economy, it pays for it out of its surplus and 
to that extent its surplus is reduced. If it sells 
some of its output to another sub-economy, 
it adds to its surplus. If it buys an input from 
another sub-economy even though it is pro¬ 
duced in its own sub-economy, presumably 
because it is cheaper that way, the price ad¬ 
vantage adds to its surplus. Whatever the 
surplus thus emerges is shared by the owners 
of the means of production of the firm. 

We shall conclude The generalised von 
Neumann-Sraffa model, which we have ar¬ 
rived at, brings out the important fact that 
an economy is not a homogeneous entity, 
that it is a differentiated system. The 
economy consists of a number of sub¬ 
economies, some independent in their pro¬ 
duction requirements, others depending for 
some of their inputs on the other sub- 
economies. Within each sub-economy, the 
production is organised in firms which are 
conglomerates of individuals with their 
resources in land, labour and capital. The 
economy is competitive in the sense that the 
firms are engaged in a competitive existence 
from period to period. At the beginning of 
each production period, they try to sell their 
output at the highest possible prices and buy 
their inputs at the lowest possible prices so 
as to maximise their rates of surplus. This 
results in two sets of prices; one, the ex¬ 
change prices between the sub-economies; 
and the other, the supply prices within each 
sub-economy. At a given set of exchtuige 
prices, some sub-economies gain in exchange 
while others lose At a given set of supply 
prices, the rates of surplus are different in 
different firms. The exchange and supply 
prices are not unique Which sub-economies 
gain and which lose in exchange depends 
upon the particular set of exchange prices. 
Which firms obtain a higher rate of surplus 
and which ones a lower one depends upon 
the particular set of supply prices. 

Important consequences foUow. The non¬ 
uniqueness of the competitive equilibrium 
leaves room for the firms to influence the 
equilibrium in their favour. This is what they 
do by setting thdr own prices and forcing 
others to find thdr own. The result is a set 
of equilibrium prices chosen by some and 
imposed on others. Some firms succeed, 
others fail. The success of those who suc¬ 
ceed is cumulative. A larger rate of surplus 
gives them the ability to take advantage of 
disequilibrium when it is in thdr favour aiui 
tide over the difflculties when h is not in 
their favour. It is thus that they achieve 
stability and cqracity to grow when oppor¬ 
tunities come. They grow by acquiring the 
resources of the less successful Arms; they 
expand and diversify thdr activities and in 
turn achieve greato' ability to influence the 
non-uniqne equilibrium in thdr favour. The 
firms whidi fisil, go down and struggle for 
survivaL 


sev^l thmitw production liqr claims to 
the surplus, t&e are no economic prin¬ 
ciples to settle these claims. They are settl¬ 
ed by a political process internal to each 
firm. The internalisation of division of the 
surplus is again a cumulative process and 
gets strengthened with the growth of the 
firm. A larger rate of surplus enables a firm 
to achieve not only economic stability in the 
market, but also a political equilibrium and 
stability among the owners of its means of 
production. With stability and growth of the 
Arm, the owners of its means of production 
—land, labour, and capital—develop a 
vested interest in its future and are inclined 
to settle their conflicts, which are inherent 
and inevitable, internally. The internalisation 
of the distribution of the surplus and the 
settlement of inevitable conflict of interests 
often goes so far that the owners of the 
means of production combine to regulate 
and prevent the entry of others. 

The competitive market economy is there¬ 
fore not a picture of tranquillity where every 
one returns home from the market with the 
satisfaction that he got his due and joins the 
game again with the same assured prospect. 
It is a picture of struggle between firms: 
struggle for expansion and growth at the top 
and struggle for existence and survival at the 
bottom. The owners of the means of pro¬ 
duction-land, labour, and capital—arc- 
partners in this struggle, aibeil with greater 
solidarity at the top than at the bottom It 
is through this struggle that the economy 
moves forward from one period of produc¬ 
tion to the next, hopefully on a path of 
growth. 

[This paper comprises the text of the Joan 
Robinson Memorial Lectures 1 delivered at the 
Centre for Development Studies, Trivandrum, 
on January 30-31, 1989. 

I did not have the privilege of studying 
economics under Joan ^binson and, but for 
the courtesy of the Centre for Development 
Studies and particularly of K N Raj, I would 
never have known her personally. I suppose that 
it was in 1973-74 that she was in India at the 
invitation of the Centre. It was at that time that 
her undergraduate level text with John 
^twelP was recently published and sug¬ 
gested that she might be witling to visit the 
Gokhale Institute of Politics and Economics 
at ^nc; where I was then the director, and hold 
a discussion around that book. So she visited 
us and, as a bonus for me, agreed to stay with 
me in my rather modest honw: She stayed with 
us for about a week partly at Pune and partly 
at the Indian School of Mitical Economy at 
Lonavla’ near Pune So 1 came to know her 
closely. I remember those few days as the most 
delightful and creative. Besides her quiet but 
ever-present academic authority which in itself 
was a great experience, 1 found in her a most 
uncomplaining guest and a very affectionate 
person. 

Among other things, we ot course discussed 
her botA. Once 1 asked why; at her stage and 
age, Ae needed a co-author for an under¬ 
graduate textbook in economics. With charac¬ 
teristic flankness, she said that she never Iblt 
sure in using even the dementary mathematics 
that was there hi the book. Later, in an obituary 
notice in TheListaier, Batwdl, the co-author, 
no^ that Joan Robinson used to say that she 



and that com-' ’ 

pdled her to thiidt. 

My query diout the co-author was not entirdy 
idle. Ihiking about the book. I told her that I 
thought the book was very English and that it 
would be worthwhile preparing an Indian edition, 

I do not mean Indian language edition, for the 
Indian students. I offered to collaborate and ‘ 
she agre^. exchanged notes on the first two 
or three chapters. But then she dropped the idea ^ 
probably not finding me adequate for the usfc. - 

Of course I knew her through her writings. . 
Besides her delightful diction, it seems to me 
that her writings provide rare examples of the . 
right scientific attitude and purpose: to perceive 
reality and to develop theory to explain reality : 
but not to push it beyond the point when theory 
begins to unload reality as an inconvenience: 

In these lectures to be delivered in her memory, - 
1 thought I should take the same path. I am 
aware that I cannot succeed by her measure: 
Nevertheless, I suppose it is better to be on the ' 
right path rather than wander or loiter around. 

Ac KNOW 1 CDCII-MCNI 

Needless to say. whatever reputation I haw ^ 
is no: as an economic theoretician. Hence; it ' 
will be in order if 1 say briefly how 1 have , 
arrived at the subject of my lectures. Like mai^ ,' 
others, I have been concerned about the rural- 
urban disparity. Hence, when in 1978,1 was in¬ 
vited by the Centre for Studies in Social 
Sciences, Calcutta, to deliver the R C Dutt Lec¬ 
tures I decided to u.se the opportunity to at¬ 
tempt a theoretical formulation of the above- 
mentioned phenomenon.^^ I had earlier seen 
and was impressed by Arghiri Emmanuel's 
thesis of Unequal Exchange" in which he had 
sought to demonstrate that the trade relations 
between the developed and the underdeveloped 
economies involved unequal exchange. I used 
his framework somewhat modified by the 
Sraffian system and came up with the conclu¬ 
sion that the phenomenon of unequal ochange; 
as Em manuel defined it. exists not only inter¬ 
nationally but also between the capitalistically 
mote developed and the less developed sectors 
of a national economy. I was aware that the 
argument was somewhat contrived and it had 
left me unsatisfied. Joan Robinson was in India 
around that time and saw the manuscript. 

So, when in 1981, the Indian Council of 
Social Science Research offered me a National 
Fellowship for two years, I offered to work on 
the same theme and to extend or revise my 
earlier propositions. But I was not satisfied with 
what I did and failed to make a formal report 
to the ICSSR. That has remained a sore point 
with me to date because it was the Review Coiq- 
mittee of the ICSSR of which I was the chair¬ 
man which had suggested that the ICSSR 
should ask a National Fellow what he would 
do during the tenure of his fellowship and ' 
should call for a report at the end. I am grateful 
to the ICSSR for the National Fellowthip and 
much more for the patience with which I am 
treated. 

I boan to tee that my economic-theoretic 
grounding was inadequate for the purpoM in 
hand. You may not know that, though I have 
been a rather vocal practising economist, my 
formal training is in Statistics. So: when in 
Match 1986, Michael Lipton, then with the In¬ 
stitute of Development Studies, Sussex, visited ' 
me; I mentioned to him what was worrying me 
and asked for a subsistence fellowship for one 
month whereby I may be able to get away from 
the invoivonent at home, stay at the IDS and . 
read up some Economic Theory. This was 
reacUly granted and I stayed at the IDS for five 
weeks in June-July 1986 and read like a good 
student. These lectures owe a great deal to that 
respite: I am grateful to the IDS for their 
generosity. 

Soon another opportunity came. Ilie same 
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yev, I was invited by INI! ' 

tionary Economics to deliver the Clarence Ayres 
Lecture at the Annual Meeting of the Associa¬ 
tion at New Orleans, Louisiana, in December 
1986. When I mentioned the subject I would 
prefer to speak on. I was warned that I would 
face a non-mathematical audience. That was 
useful because it forced me to check my think¬ 
ing in simple prose which is one step forward 
I am grateful to the Association for Evolu¬ 
tionary Economics for the opportunity 
given.* 

Since then 1 have off and on ir icd to give ms 
theme an analytically more rrgnious formula¬ 
tion I shosvcd some of m> drafts to a number 
of colleagues and base proliied h> their com¬ 
ments. In particular, from the comments of 
A S Nadkarni. I obtained a belter appreciation 
ol the cla.ssical and neo-classical perspectives 
and from the comments ot Vikas Chnrc, a 
bellci iiiiderslandmg ol the reQiiiremcnis of 
ncyi-slassical rigour I have tried to slay within 
that frame-work lolliecsicnl mv perception of 
reality permits | 
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NOTICE 

It IS hereby notified for the information of the public that J K industries 
Limited proposes to make an apptication to the Central Government in 
the Department of Company Affairs. New Delhi, under Sub-Section (2) 
of Section 22 of the Monopoties and Restrictive Trade Practices Act. 
1969, tor approval to the establishment ol a new Division Brief 
particulars of the proposal ere as under 


1 Name and address 
ot the applicant 


J K Industries Limited. Link House. 
3, Bahadur Shah Zatar Marg, 
NewDslhi-110002 


2 Capital structure of the 
applicant organisation 
Authorised 
Subsenbed 
Paid Up 


Preference 

Capital 

Rs. 2,50.00,000 
Rs. 1,03,83.300 
Rs 1.03,83.300 


Equity 

Capital 

Rs 17.50,00.000 
Rs 14.04,11.010 
Rs 14,04 11.010 


3 Management structure of the applicant organisation indicating the 
names of the Directors, including the Managing/Whole-timc 
Directors and Manger, it any 


The Company is managed by the Board ol Directors consisting ol — 


Shri Han Shakar Singhania 
Chairman 

Shri Ragtiupati Singhania 
Managing Director 
Shri Arvind Naroltam Laibhai 
Shn Arvind Singh 
Shri Bharat Han Singhania 


Shn K Padmanabhan 
Shri Lalit Mohan Thapar 
Shri Narendra Singh Sisodia 
Shn Om Praxash Khaitan 
Shn Pratap Sinh Navlakha 
Shn Ram Swaroop Agarwal 
Shn Retan Lai Jain 


4 Indicate whether the proposal relates to the establishment ol a new 

undertaking or a new unit/division New Division 

5 Location of the new Undertaking/Unit/Division Auraiya (Etawa) or 
Manglore or Visekhapatnam in the Slate of Uttar Pradesh/Karnataka/ 
Andhra Pradeah or any other location as may be suggested by the 
Government 


6 Capital structure of the proposed undertaking. Not Applicable 

7 In case the proposal relates to the production, storage, supply. 

distribution, marketing or control ol any goods/articles, indicate. 

i) Names ol goods/articles i) Mono Ethylene Glycol (MEG) 
ii) Ethylene Oxide (EO) 
ifi) Di-Ethylene Glycol (DEG) 
iv) Tri Ethylene Glycol (TEG) 

II) Proposed Licensed Capacity i) 60.000 tonnes per annum (tpa) 

ol Mono Ethylene Glycol 
li) 6.000 tpa of Ethylene Oxide 
ill) 6,000 tpa ol Di-Ethylena Glycol 
iv) 400 tpe ol Tri Ethylene Glycol 

III) Estimated annual turnover Rs 156Crores. 

(Ex-factory net ot Excise) 


8 In case the proposal relates to the provision ol any service, state 

the volume ol activity in terms of usual measures such as value, 
income, turnover, etc.. Not Applicable 

9 Cost ol Protect Esfimeted at Rs 185 Ctorae. 

10 Scheme qt finance, indicating the amounts 
to be raised from each source: 

Rs inCroreS 

— Banks/Financial tnslitutions/Oebentures 97 

— Foreign Exchange Loans 35 

— Internal Generalion/Promoters contribution 33 

165 


Any person interested m the matter may make a representation in 
quadruplicate to the Secretary. Department ot Company Affairs, 
Government of India. Shastri Bhawan, New Delhi within 14 days 
from the date ol publication of this notice intimating his views on 
the proposal and indicating the nature of his interest therein 

'For J.K. indueiriaa Limiiatt 
Sd/- 

Piece: New Delhi OR. B.B. BHATIA 

Date; 17/3/1989 Vice Prealdeni IProfaci) 




Dialectic: Peasant in Oriya Literature 

Bittwamoy Fati 

This paper seeks to explore the way a section of the Oriya intellectuals addressed themselves to the peasants 
and tribalsin the 1930s. Analysing the process of change in focus and emphasis, it seeks to project how the context— 
which saw the convergence of peasant movements with the anti-imperialist struggle—left a deep impression on 
the intellectual. 


THIS paper attempts to delineate the way 
in which the peasants and tribals figured in 
the Oriya literature of the 1930s. The pur¬ 
pose is to locate the response and com¬ 
prehension of the intelligentsia which was 
trying to lead and politicise the peasants and 
tribals and articulate their demands. The 
context which shaped this process compris¬ 
ed the disillusionment with Gandhian 
politics after the Civil Disobedience Move¬ 
ment (1930-31), the acute economic pressures 
of the ‘Great Depression’, the emergence of 
a socialist trend in Oriya literature leading 
to the birth of both the Kisan Sabha and the 
Communist Party in the province, the elec¬ 
tioneering for the 1937 elections with pro¬ 
mises which fired the imagination of the 
peasantry and, finally, the birth of militant 
mass movements in the princely states. 

The literature that grew out of this con¬ 
text and which delved into the peasant ques¬ 
tion did not form a part of a major literary 
movement. Nevertheless one can discern a 
correlation between the peasant movements 
which swept Orissa around this time and a 
distinct shift in the depiction of the peasant 
in Oriya literature. From the fatalism and 
didacticism of Phakirmohan Senapati the 
perspective shifts to the Gandhian paradigm 
of idealism and non-confrontation in the 
writings of Kalindi Charan Pannigrahi. In 
the writings of Ramprasad Singh we witness 
a serious concern for the peasants in the 
princely states. Whereas in the works of 
Bhagabati Charan Pannigrahi and Sachi- 
dananda Routroy the peasants and tribals 
are not only the central characters, but they 
also think, question and seek to change 
things. We also have poets like Banchanidhi 
pondering over the links between swanu and 
the peasants. 

In order to grasp these changes we must 
b^n by outlining some of the characteristic 
features in the writings of Phakirmohan 
which were representative of the earlier 
epoch. In his Cha Mana Atha Guntha 
[Senapati, 1963] we see Ramachandra 
Mangaraj, a poor, orphaned, village boy 
manoeuvring to become an estate owner. 
Mangarai’s greed for wealth is insatiable. He 
wants to acquire six acres and eight decimals 
of fertile land of Bhagia, the hereditary 
headman, of a neighbouring weavers’ settle¬ 
ment. Through the crafty intervention of 
Champa, Mangarai’s maidservant, Bhagia 
and his wife (Saria) are convinced that if 
they build a temide they will have a child. 
Th^ raise the money for this purpose by 
mortgaging their land with Mangaraj. The 
auel Mangaraj exerts pressure on the cou¬ 
ple to repay the loan, Saria dies of starva¬ 


tion on Mangaraj's verandah and Bhagia 
becomes insane. 

But fate punishes Mangaraj who is arres¬ 
ted in connection with Sana’s death, and 
sentenced to hard labour. He is released from 
jail and dies in the courtyard of his house 
repeating the hall-articulate words "Cha 
Mana Atha Gun/ha". 

Ill the meanwhile, when Mangaraj was be¬ 
ing taken away to jail Champa takes all the 
wealth she can lay her hands on and flees 
with Govinda (Mangaraj’s barber servant). 
Govinda murders Champa to acquire the 
wealth in her pos$e.s$ion. Finally, in order 
to avoid certain arrest Govinda jumps into 
the river with the loot, never to rise again.' 

With Phakirmohan we locate the begin¬ 
nings of literary realism along with the birth 
of the novel as a new genre, in Oriya 
literature. These were obviously inspired by 
the traditions of bourgeois democracy, the 
middle class and the literary movements in 
the west as well as by the developments in 
regional literature in India. 

Another major development we witness 
in Phakirmohan is his style of writing which 
matched the spoken and not the ‘high’ San- 
skritised Oriya. In fact, in his Cha Mana 
Atha Guntha (written in 1897) Phakirmohan 
tried to break from the Sadku Bhasa and use 
‘low’ Oriya instead.’ When, in a move in 
the nineteenth century to merge Oriya into> 
Bengali, some bhadratoks of Bengal ques¬ 
tioned the existence of Oriya as a separate 
language, people like Phakirmohan us^ ple- 
bian Oriya to prove its independent identi¬ 
ty. This important role of plebian Oriya in 
saving the language from being obliterated 
is yet to be recognised. 

With Phakirmohan the language of the 
village street crept into Oriya literature. Con¬ 
sequently, his stories are so immediate and 
‘real’ that when his Cha Mana Atha Gun¬ 
tha appeared in a serialised form bullock- 
cart loads of country folk came to Cuttack 
to witness Mangaraj’s trial.’ 

Although the peasants are not the focus 
of his stories the entry of common people 
into Oriya literature began with Phakir¬ 
mohan. Of course, the image of the com¬ 
mon people in the literature of this period 
was conditioned by the rdative isolation of 
the Oriya iiltellectuals in the late nineteenth 
century and by their lack of faith in the 
strength of the popular masses. Both implied 
looking up to destiny as the force guiding 
people^ things or events. Destiny leaves 
Bhagia and Saria as pauive victims at the 
mercy of Mangaraj, the tyrant; and, it alone 
can punish him. 

Even though the cmnmon people appear 
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in life-like form undermining the domina¬ 
tion of literature by princes and princesses, 
we still witness the weight of the ‘great’ 
(i e rich.^royal) characters in his writings. 
One can illustrate this by pointing to 
Mangaraj~a poor, orphaned boy—who 
eventually becomes a rich man in line with 
the tradition of ‘great’ characters. Besides, 
Phakirmohan retained certain traditional 
perceptions. Thus he was not interested in 
agrarian tension and his focus is on the rich 
and powerful Mangaraj. Moreover, the con¬ 
nection between exploitation and poverty 
seems to be over-simplified and indeed disto¬ 
rted. Thus, it is emphasised that Mangaraj 
became vicious and exploitative because of 
his poverty-stricken background. The upstart 
nouveau riche is the target of attack. 

' Nevertheless we simultaneously witness a 
shift to realism. The focus on Mangaraj pro¬ 
jects landlords as exploiters in the social 
structure of Orissa. We also find in Phakir¬ 
mohan a human response to the ruthless ex¬ 
ploitation of the simple, rural folk Bhagia 
and Saria. Besides, there is also a recogni¬ 
tion of the brutalising effects of poverty, as 
depicted in the character of Mangaraj. 

Of course, before moving into the 1930s 
we should also mention Gopabandhu Das. 
Although we do not perceive any major shift 
in his writings, the October Revolution (1917) 
as well as the exposure to the anti-imperialist 
struggle (i e, the Non-Co-operation Move¬ 
ment of 1921-22) did reflect a shift to a 
greater humanitarian concern for the 
peasants. Gopabandhu’s Bandira At- 
makatha (A Prisoner’s Story, written in cap¬ 
tivity in Hazaribagh jail in 1922-24)^ shows 
this particular dimension. For example , we 
get a vivid description of the miseries and 
sufferings, of the peasants of the Kanika 
estate who had revolted in the 1921-22 phase. 
Consequently, Gopabandhu’s writings 
reflect the further narrowing down of the 
gulf between the peasants and the intellec¬ 
tual. Moreover, we also see that the writer 
was beginning to assume a greater role as 
a social critique insofar as the conditions of 
the peasants and tribals are concerned. 

Keeping all these features in mind we can 
now discuss the literature of the 1930s. This 
takes us to Kalindi Charan who was 
associated with the Sabuja group (1920-21). 
It included youthful enthusiasts like Kalin¬ 
di Charan himself, who was influenced by 
nationalism and Gandhian ideals. Even 
though dismissed by some critics as roman¬ 
ticists the Sabujas introduced an interna¬ 
tional awareness in Oriya literature and 
directed their attention to vital issues like the 
women’s question.’ 
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Kalindi CharMi’s ndvei fdatin Mmtsha 
(1952), The &mple Mtm, written in 1931 cen¬ 
tres around two brothers, Baraju and 
Chakadi, of a peasant family. After the 
death of their parent.s there is a dispute over 
their ancestral property. In a typically Gan- 
dhiaii fashion Baraju decides to leave the 
house. His wife docs not approve of the idea, 
but Baraju manages to change her heart. In 
the end Baraju leaves everything to Chakadi 
and walks away with his own family. 

Malira Manisho epitomi.ses the interaction 
of Gandhian idealism with Onya literature. 
The issues are very personal inter-human 
relationships within a family. Individual 
sacrifice, as projected in the character of 
Baraju, is supreme. The effort is to avoid 
confrontation and conflicts over ‘worldly’ 
things. Baraju’s ‘retreat’ is an ideal prescrip¬ 
tion of the author. Malira Manisha reflects 
the predicament and predilections of an 
Oriya intellectual who seeks refuge in the 
‘ideal’ and con.sequently idealises human ex¬ 
istence. It incorporated certain new elements. 
For one. the focus shifts to a peasant fami¬ 
ly. Moreover, the role of fate is reduced con¬ 
siderably and there is some attempt, as seen 
in the character of Baraju, to take individual 
decisions. The tension between the two 
brothers leading to their separation shows 
the break-up of the peasant family which 
faced an acute strain during the ‘Great 
Depression’. 

The 1930s saw an attempt to organise a 
progressive literary movement in Orissa. A 
group of young people like Bhagabati 
Charan and Gurucharan Pattnaik assembl¬ 
ed at Cuttack (November 29 to December 
6, 1935) for a conference The Nabajuga 
Sahitya Sansad (The New Age Literary 
Society), as it came to be known, discussed 
various existing philosophies and scientiBc 
discoveries in relation to history, society and 
literature. Besides, this conference also look 
into account the development of progressive 
literature in different parts of India. The 
emergence of a progressive trend in Oriya 
literature assumed a concrete shape after this 
conference with the birth of Adhunika 
(‘modern’) from 1936. When the All In¬ 
dia Progressive Writers' Conference had its 
first conference at Lucknow (April 1936) the 
Nabajuga Sahitya Sansad got linked with 
it.* 

Some of the leading figures of the San¬ 
sad like Bhagabati Charan and Gurucharan • 
Pattnaik established the Communist Party 
in Orissa (1938). The development of mili¬ 
tant anti-feudal struggles in the princely 
states brought the Progressive Writers’ 
Movement in Orissa to a virtual halt since 
the communists emerged as front line ac¬ 
tivists of the state peoples* struggle 

Ramprasad Singh and Sachidsuianda were 
also associated with the Nabajuga Sahitya 
Sansad. Ramprasad, our next writer, was a 
participant in the Civil Disobedience Move¬ 
ment for which he was imprisoned at the 
Hazaribagh jail. It was Ramprasad who had 
stated boldly the position of literature at the 
conference of the Nabajuga Sahitya Sansad 


that we have referred to. As he iwt it; *Th 
order to attain freedom human beings need 
an independent literature. This literature 
should have no connections with god. It 
should concentrate on human issues.’’. Ac¬ 
cording to him, Oriya literature was “con¬ 
stituted of the rich, the zamindars and the 
kings. This was not the literature of the peo¬ 
ple: nor have the people anything to do with 
it:’’ 

We shall take up two of Ramprasad’s 
Stones— Pralihmsa, written in 1930-31 m 
Hazaribagh jail ,(1954) and Homashikha, 
written in 1937 (i950). Although essential¬ 
ly a story of love and revenge, Pratihinsa 
( Vengeance) has a very important .subsidiary 
theme of the conditions of the peasants in 
an un-named princely stale in the Puri 
district. The central charaaer, Ramesh, com¬ 
pletes his graduation and is recruited a.s the 
assistant dewan by the chief. The raja is a 
bit wary of Ramesh because of his educa¬ 
tional background, Ramesh’s humanitarian 
notions make him shudder at the injustices 
perpetrated by the princely stale on the peo¬ 
ple. He thinks ot resigning at times, but he 
feels that this would hardly alter the state 
of things as someone else would replace him. 
He is shocked at the way a peasant is whip¬ 
ped and thinks that a place where such 
things occur as a normal feature could never 
see peace. 

One evening the raja summons Ramesh 
to the palace. The authoritarian feudal struc¬ 
ture of the palace, with bonded labourers 


and Mbtually abiited boyi k poktilqi«d when 
Ramesh goes to meet the mja. Oulp^ down 
liquor, the raja informs Ramesh that he has 
to execute a plan to raise a new tax. He is 
told that this is necessary since the rent 
collection had crashed as peasants had been 
migrating to Calcutta and Rangoon. 

Ramesh thinks of the crux of the problem. 
After all, the state’s people had been leav¬ 
ing their homes because of acute scarcities. 
He begins to ponder how raising the rent 
would solve the problem. He tries to argue 
diplomatically with the raja but fails. The 
raja criticises Ramesh for his close associa¬ 
tion with the state’s pieople and tells him that 
this was wrong as this would make them 
rebellious. Ramesh is told that he is entrusted 
with this responsibility of hiking rents in 
order to undermine his credibility in the eyes 
of the people in the princely state. 

On his way back Ramesh thinks of resign¬ 
ing, but again decides against it. Instead, he 
plans to secretly get some of the leading peo¬ 
ple in the state to draft a petition to the 
political agent (the colonial authotity) 
against the proposed tax. Ramesh goes out 
to different villages in order to fix up an 
assessment rate. He works very hard with a 
set of disgruntled subordinates, who are 
unhappy since while touring with him they 
cannot venture on their normal exploits. 

In the meanwhile the political agent does 
come to investigate the grievances of the 
pea.sants. However, the dewan convinces him 
of the need to enhance rent through lies and 
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people cannot be remedied. 

Ramprasad’s Homashikha i/Ordea!) cen¬ 
tres around Dharani, who belongs to the in¬ 
terior tracts of Dhenkanai—one of the most 
oppressive princely states of Orissa. As a 
small boy he loses his parents and grows up 
as. a beggar, marries Cham pi and they 
migrate to the towns in search of food. One 
day Champi and her child are knocked down 
dead by the drunken zamindar, Bireshwar, 
who is driving his car recklessly. Dharani 
rushes to the police station in search of 
justice. He is, instead, given a sound 
thrashing and is implicated in some othci 
case by the policemen. As a result Dharani 
has to spend six months in prison. 

In jail Dharani’s consciousness undergoes 
a change. He realises that food is not the 
‘end all of life*, although hunger has made 
animals out of human beings. He begins to 
feel the importance of independence, and. 
implicitly, the need to protest. Once out of 
jail he becomes a dreaded dacoit. Finally he 
kills Bireshwar and surrenders to the police. 

These two short novels delineate the 
authoritarian feudal structure in the princely 
states of Orissa. In Pratihinsa the focus on 
this is especially sharp and there is a com¬ 
parison between life in the un-namcd pnnce- 
ly state arid in Africa. The references to 
bethi, begari, heavy tax burdens, beatings, 
sexual exploitation and migrations highlight 
some of the major problems in the princely 
states. 

Pratihinsa also demonstrates the links bet¬ 
ween these feudal enclaves and colonialism. 
Thus, the political agent swallows the lies 
and also accepts the gold in order to keep 
quiet about the state of affairs. Ramesh's 
character, especially his ambiguities illustrate 
the dilemmas of middleclass people and 
their lack of comprehension of reality. 
Ramesh is caught between his job as an 
assistant dewan in the state and his 
humanitarianism. The question of popular 
action for ledressal is not on the agenda, and 
Ramprasad Singh tries to blend Ramesh’s 
humanitarianism with the politics of peti¬ 
tioning to colonial authorities, through the 
latter's intervention. The contradiaions and 
ambiguities in Ramesh are portrayed quite 
realistically. 

However, Ramprasad’s Pratihinsa does 
have some positive features. Besides what we 
have outlined it does reflect a serious con¬ 
cern of the middle class intellectual for the 
peasants in the princely states, and thereby 
indicates a narrowing down of the gulf bet¬ 
ween both. Ramesh’s humanitarianism is 
distinctly portrayed as a product of his ex¬ 
posure to the ‘world outside* through 
education—a feature so typical of the sec¬ 
tion leading the state peoples' movement. 

In Homashikha we p«ceive a shift in 
Ramprasad's focus. Here it is on a 
dispossessed peasant, and fhe rich:poor 
dialectic has become much sharper. 
Dharani's background, the refusal of the 
school teacher to teach him since he had 
taken to begging, the fate of his wife and 
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and the treatment meted out to him by the 
police illustrate these points. 

Besides, we also.see that Dharani thinks, 
questions, and acts. Thinking about god he 
wonders what sort of a god is he who is not 
moved by the sufferings of the poor and 
does not get angry with the sinning rich. On 
being released from jail he gets associated 
with a form of protest that had traditional¬ 
ly attracted the uprooted, rural poor— 
dacoity. In an attempt to set things right he 
kills the zamindar and surrenders to the 
police. Consequently, Dharani thinks and 
acts independently. He does not have to de¬ 
pend on a middle class petitioner for 
redre.ssal, like Ramesh of Pratihinsa. During 
his trial at Puri coun Dharani raises a basic 
question—“Are there no laws for the poor?” 
He asks. The silence of the ‘law’ and 
Dharani’s death sentence answer him. 

The next writer of the 1930s we have 
chosen IS Bhagabati Charan. He had a very 
short literary career since he died at the age 
of thirty-five. Influenced by the system of 
national education as imparted at ^tyabadi 
(in Puri district), he began as a youthful 
Gandhian enthusiast, but drifted away as he 
was never able to accept the Gandhian 
‘retreats’ and ‘compromises’.* He became a 
socialist and got associated with the Con¬ 
gress Socialist Party, and subsequently 
became one of the founders of the Com¬ 
munist Party in Orissa. It was this man who 
brought in the peasant and the tribal into 
Oriya literature in the most sensitive way. 
Even his worst critics accept him as a pioneer 
in the field of a.ssigning a place to the 
'unknown' in his works. 

Bhagabati Charan was quite clear in 
expressing his position against the formula¬ 
tion, “Literature for the sake of literature”. 
He ridiculed ‘middle-roaders’ in literature 
“who would neither kill the snake nor break 
the cane", and expressed his preference for 
“kilting the snake, even if the cane broke’’.'* 
He edited Adhunika which set a progressive 
trend in Oriya literature. 

hardly twelve of Bhagabati Charan’s 
short stones have been rescued from the dus¬ 
ty remains of old periodicals. For our pre¬ 
sent purtsose we have taken three of his short 
stories w hich in some way or the other relate 
to the peasants and tribals. They are Aram- 
hha O .Shesho (1934), Haiudi O Da (1936) 
and .'ihikar (1936) 

In Arambha O Shesha (The Beginning 
and the End) Dharama, an industrious pea¬ 
sant, is summoned by his landlord, to work 
at the latter’s garden at Cuttack. Dharama 
does not like the idea since he is planning 
to get married. However, he has no options. 
He bids farewell to Mani, his beloved and 
sets off for Cuttack. 

Initially Dharama does not like the city. 
He finds the environment alien, and, unlike 
his village folk, he finds the people unfriend¬ 
ly and self-centred. He finds himself at home 
only inside his little hut in the garden. 
Gradually he is attracted to the dehumanis¬ 
ed woman Chhanda, who likes him for the 
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mdntiy and the gifts he showers on her. 
Dharama forget! Mani who waits for him 
to return. He also begins to like his urban 
environment. 

As time passes Mani gets married. There 
is a complaint made against Dharama by 
another lover oft hhanda—a man who hap¬ 
pens to be a lavourite of the landlord. 
Dharama is dismissed and he returns to his 
village to find himself ail alone. 

ffaiudi O Da (Hammer and Sickle) 
depicts the life of Sudama, a pour peasant, 
who has been forced to move out of his vill¬ 
age and work as a dock-worker at Calcutta. 
The circumstances wtiish have forced his 
move to Calcutta arc as follows: when 
Sudama is not able to pay the rent the 
landlord’s son abu.ses him and asks him to 
give over his wife instead. 1'his angers 
Sudama who has to curb his impulse to 
strike at the landlord's son, realising his 
helplessness .against the powerful landlord. 
He luns to the money lender to whom he has 
mortgaged his land and house to pay the 
rent. After this he is forced to migrate to 
Calcutta to eai n the money nccessaiy to free 
his property leaving his wile, Jamutia, 
behind. One day he receives news that life 
has been extremely hard lor Jamuna, who 
runs away with someone. Sudama recollects 
the time when he had left Jamuna and is 
very sad. He ponders about who is respon¬ 
sible for everything—the landlord, the 
moneylender or his capitalist employer at 
Calcutta. He has a few puffs of ganja and 
follows his friends like a machine to the 
whorehouse. He is shocked to discover that 
the whore whose customer he is that night 
is none other than Jamuna. 

Shikar (The Hunt) perhaps Bhagabati’s 
finest story, opens with Ghirtua, a Santhal, 
arriving at the deputy commissioner’s 
residence, and demanding baksheesh for a 
human head—the head of Govind Sardar, 
the hated landlord, for on two previous oc¬ 
casions he had been rewarded for the heads 
of other fearful animals. The ‘whiteman’ is 
shocked at this logic and has him arrested. 
Then begins Ghinua's trauma. He fails to 
comprehend what is his crime and he; does 
not believe anyone who tells him that he will 
be punished. The deputy commissioner says 
that in the past he had been given baksheesh 
for killing wild animals but now he has kill¬ 
ed a man, .so five people have to decide what 
hak.sheesh he would get. Ghiniia is quite 
happy with this 

On the day of the trial Ghinua thinks that 
he will get his baksheesh. He narrates details 
of how he killed Govind Sardar who was 
dreaded more than the most ferocious wild 
animal in the tract. He had amassed a lot 
of wealth by looting and dispossessing 
others; he had taken over Ghinua’s land and 
had attempted to rape his wife. Ghinua 
recalls how a co-villager had been richly 
rewarded some years back for beheading 
Jhatpatsingh—a rebel. Simply reasoning 
that Jhatpatsingh was, afte' all, a good 
man who neither raped nor plundered like 
Govind Sardar, Ghinua confidentially 
demands a greater reward. 
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iterary figures emerged as important social 
ritics as well as portrayers of popular 
>rotest. 

What is indeed remarkable is that within 
> short span of forty years or so Oriya 
literature had undergone a virtual metamor¬ 
phosis as far as the peasants and tribals were 
concerned. In fact one observes a tendency 
for literature to move ahead of society. A gap 
remained between the ideals, values and vi¬ 
sion of these writings and society, which 
although changing, could not keep pace with 
it. How long this literature could sustain 
itself in this fashion needs to be studied. 
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2. Capital structure of the applicant 

The capital structure of A/iahindra- 

organisation 

British Telecom Ltd is as follows: 

Authorised Capital - Rs. 10 crores 

Issued, subscribed & 
paid up capital’ Rs 70/- 

3. Management structure of the applicant 

Mahindra-British Telecom Ltd. is 

organisation indicating the names of 

managed by the Board of Directors. 

the Directors, including the Managing/ 

The following are the Direaors of 

Wholetime Directors and Managers, 

Mahindra-British Telecom ltd. 

if any. 

Mr B R Sule - Chairman 

Mr S P Dalai 

Mr K K Basrur 

Mr Derek Marsh 

Mr J C Stockbridge 

Mr Martin Glaze brook 

4. Indicate whether the proposal relates to 

The proposal relates to the establish- 

the establishment of a new undertaking/ 
unit/division 

ment of a new undertaking 

5. location of the new undertaking/unit/ 

AMharashtra 

division 


6. Capital structure of the proposed 
undertaking 

7. In case the proposal relates to the 

Refer Items 9 & 10 below 

production, storage, supply, distribution, 
marketing or control of any goods/ 
articles, indicate; 


i) Names of goods^iticles 

Not applicable 

ii) Proposed licensed capacity 

Not applicable 

iii) Estimated annual turnover 

Not applicable 

8. In case the proposal relates to the 

The pro(X)sed aaivity relates to the 

prov^ion of any service, state the 

provision of telecom related services. 

volume of activity in terms of usual 

The volume of turnover expected is 

measures such as value, income, 
turn-over etc. 

approx. Rs 1 crore. 

9. Cost of the project 

Approximately Rs. 50 lakhs 

10. Scheme of finance, indicating the 

By issue of equity share capital 

amounts to be raised from each source 


Any person interested In the matter may make a representation in quadruplicate to 

The Secretary, Department of Company Affairs, (Sovernment 6f India, Shastri Bhavan, 

New Delhi, within 14 days from the date of publication of this notice, intimating his 
views on the proposal and indicating the nature of his interest therein. 


MAHINDRA-BRITISH TElE(:OM LIMITED 


B. R. SULE 

Dated: 4th day of April, 1989. 

CHAIRMAN 
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The Union Budget 

Some inferences can be drawn about the shape of things to come, 
especially with reference to industrial growth and export performance, 
from the manner in which the economy has responded so far to the 
‘new economic policy*. 797 

The year 1989-90 is the bench-mark year for everything in the 
Eighth Plan, but there is no awareness of that in the budget. Having 
brushed aside all the basic diniculties, its political slant is openly 
derived from what the ruling party considers necessary for 
winning the coming general elections. 799 

There is no indication in the current budget of the 
government’s yrill to face the coming crisis situation with tougli 
measures. The hallmark of the budget appears to be ‘business as 
usual*. 807 

What are the implications of the indirect tax reform which has 
recently been inducted in the form of MODVAT? An evaluation of the 
existing indirect tax structure in terms of infer alia the redistributive 
effects or incidence of indirect taxation provides some insights. 811 

The Ninth Finance Commission’s proposal for the use of ‘poverty* 
as a criterion in tax devolution formi^ has come in for widespread 
criticism. It is argued here that factors like the proportion of poor 
should affect the state goverrunent’s expenditure liability and should 
figure only in assessing the revenue gaps after taking account 
of the revenue position. 831 

Special statistical section on the budget. 837 


Grim Lesson 

An inquiry into the communal 
riots in Jammu in January 
underlines the fact that even when 
relations between communal 
groups have been cordial for 
generations, trouble can erupt 
because of the special interests 
of small groups and the abdication 
of responsibility by the 
administration and the political 
leadership. 769 


Something New, 
Something Old 

The new credit policy has not 
only chosen to put to use the wide 
array of instruments already at 
its command but has even 
introduced new instruments 
and institutions. 768 


Spilling Over 

Perestroika can hardly evolve in 
isolation, within a particular 
territorial confine It is 
bound to spill over. 763 

Third world radicals are caught in 
an impossible situation. If they 
win power electmally they are not 
allos^ to retain it. If they 
continue to fight Gorbachev and 
his cronies advocate more 
‘civilised’ forms of class 
struggle 762 


Street Theatre 
Semantics 

It is too easy to raise a fist 
and sing a song in unison. It is 
not enough to be sincere. Your 
body has to suffer a little bit 
of pain. 786 


Back to the IMF? 

The runaway expansion of imports 
is leaving the government with no 
choice but to initiate the process 
of negotiating another loan from 
the IMF with all the attached 
conditionalities. This could well 
mean a softening of the 
government’s stand on the 
intellectual property rights 
question as well. 76$ 

Because the government feels 
it will have to fall back upon 
borrowing from the IMF it will 
not restrict the flow of imports 
and because it will not do this it 
will have no alternative but to 
turn to the IMF to finance the 
balance of payment deficit. 75$ 


Waste into the Waters 

The common seas are being used 
as bottomless pits for dumping 
chemical and nuclear wastes. 

Review of a first survey on the 
extent of ocean pollution. 783 







LETTERS TO EDITOR 


Varieties of Blindness 

THREE rather formidable responves to our 
small and, we would have thought, in¬ 
nocuous letter have convinced us that our 
argument must have been less than per¬ 
suasive. Let us try in this not so-short letter 
and come to grips witii some of the 
objections, 

1 Contrary to what your correspondent 
suggests we have no illusions about out 
‘standing' or 'status'. We have neither. A 
minor writer writing in a minor language 
cannot possibly have any in the present-day 
world. We are quite conscious of the fact 
that we do not write in a European language; 
nor for that matter m a non-European lan¬ 
guage which has produced a Nobel Prire- 
winning author as, for example, Arabic has 
done This means that having us as an admi¬ 
rer is not particularly useful for anyone. We 
were an admirer ot Safdai Hashnii. Thai is 
quite true. But so are we of Vara Vara Rao. 
Our admiration did not matter to Hashnii 
and if he has read this correspondence in 
your weekly Vara Vara Rao would be shock¬ 
ed that we aie one of his admirers. 

2 The fact tha* we did not deny the 
matters of substance that your correspon¬ 
dent had stated was not because we could 
or could not but because we did not wish 
to, a possibility which seems lo have escaped 
him. It is not our intention to defend the 
CPI(M). Nor do we think that its ‘misdeeds' 
can or should be ignored. 

3 The question is 'how' lo do it. If in yout 
correspondent’s view the C'Pl(M) did not 
belong to the left movement in the country 
(his suggestion that we misread his thoughts 
is well taken) our argument automatically 
falls to the ground. We believe that it does. 
Hence our plea—-criticise the CPI(M) or any 
olhei party ol the left movement as harshly 
as you like but do not duh that criticism 
with the criticism of the Congress(l) or the 
Tbiugu Uesam. We fail to see what double 
standards are being employed in this logic. 
It’s the irivialisation of Safdar Hashmi's 
murder we object ta Ardra Daksha has done 
much the same thing in the Times of Mia 
on April 2. We have no problem with the 
criticism of the C’Pl(M) or any other left 
party. 

4 Of course, “we must not conceal our 
mistakes from the enemy”. But surely ‘not 
concealing mistake.s' does not mean putting 
the principal enemy and a left party on par. 
If in your correspondent’s view there is no 
difference between a Jyoti Basu and an 
Abdul Ghani Khan Choudhury, we cannot 
really continue this argument. We must 
respectfully differ. 

5 We have no substantial disagreement 
with KVR. If the CPI(M) maintained a 
'stony silence' when Vara Vara Rao’s bail was 
cancelled it deserves strongest criticism. Our 
plea has been and will be that clubbing this 
with the Congress(l) misdeeds is not a very 


useful way of doing it; unless, of course, you 
were addressing the cadre of the GPI(M) 
exclusively. 

6 Arun and others do not have to remind 
us of what has happened to Vara Vara Rao 
and others. Unlike the CPM we have not 
maintained a stony silence on that issue. This 
IS not to say that our saying anything on it 
or signing a statement or two makes any dif¬ 
ference. Criticise the CPI(M) as much as you 
like, do not bring in and trivialise Safdar’s 
murder is all that we said then and will con- 
tinue to say. Those of us who think so are 
not asking for any clemency for the CPM. 
We are asking, in fact, only a small favour. 
For heaven’s sake let us keep the murders 
committed by third parties (like the Con- 
gress(I) or the Telugu Desam) out of our 
criticism of one or the other section of the 
left movement. Our plea would not extend 
to tho.se who do not take either the CPIfM) 
or the CPI(ML) as a part of the left move¬ 
ment. In the case of those one must come 
to terms with the twin facts: there are 
varieties of blindness in our country and 
India has the largest number of the blind. 
New Delhi G P Deshpandi 

‘Surrender’ Episodes 

THE Andhra Pradesh police are overtaking 
all of their counterparts in all the states in 
performing several types of functions to 
brutally suppress people’s rights, leaving 
aside the tonures. false cases lock-up deaths, 
denial of arrests and even ‘encounters’. 

•Surrender episodes’ arc one example. 
Youth allegedly involving themselves in nax- 
aliie activities are arrested; buses are burnt 
in demand for producing them into courts 
by their companions; and several statements 
given in the press. Months after, when the 
public appears to have forgotten the issue, 
a naxalite surrenders before the police com¬ 
missioner or superindent of police. And 
quite naturally, the naxalite activist criticises 
the activities of the group in a press con¬ 
ference. At times, they also appeal to their 
companions to come out of the movement 
and be part of the national mainstream. The 
recent five or six surrender cases in AP, show 
the same pattern. The most striking being 
that of Prasad (Chaitanya). 

Prasad (Chaitanya) hails from 
Rajahmundry. According to his parents, he 
was arrested in June. The AP CIjC condem¬ 
ned his arrest and illegal detention in the 
same month wd also filed a habeas corpus 
petition demanding him to be produced in 
court. It was feared that his life was in 
danger. His party workers also burned four 
buses in support of their demand. Several 
press releases published in all the papers, 
Iblugu and Eriglish. In spite of all this, to 
the surprise of many who followed all these 
developments carefully, the news of Chai- 
tanya's surrender to the police appeared in 
the newspapers. He explained to the jour¬ 


nalists that he gave up his previous activities 
and went over to Vijayawada in June. As he 
was sore with movement, he was surrender¬ 
ing to the superintendent of police, east 
Godavari. He also explained that he stayed 
at his friend’s during this period from June 
without any connections with the party 
(People’s War Group). He further explain¬ 
ed that this might be the reason why the 
party cadres campaigned for his release. 

How this happened is the immediate ques¬ 
tion that puzzles those who have seen his 
letters in newspapers, addressed to his father 
asking him to proceed legally for the end of 
his illegal detention. The only possibility is 
that the police must have u.sed third degree 
methods to force him to read out the police 
version at the press conference. Excepting 
this, no fool can think that he (Chaitanya) 
was in both the places at the time of 
reference. 

The subsequent statements of others wi 
‘surrendered’ given by Sudhakar (Kekarale 
Srinivas), Sridhar (Nagesware Rao), Ajay 
(Viswam) and others show no difference in 
the way the story was built-up. 

In all the above cases, the persons con¬ 
nected were forcibly denied their right to talk 
including the threat to his life. This is only 
the culmination of the brutal tactics of the 
AP police, which were tested at first against 
the agitating north Telangana people. 

How tar will the AP police go? Can’t we 
be more than silent spectators of all this? 
We have to think seriously, if we don’t want 
these to be repeated in other parts of the 

country. Chandra Sekhar 

Vijayawada 
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Can Imports Be Touched? 


T he finance minister has, at his press conference on his 
return from the IMF-World Bank meeting in Washington, 
denied that the government was intending to approach the IMF 
for another loan to cope with the growing balance of payments 
difficulties. However, the denial was couched in terms which 
made it almost meaningles.s. For S B Chavan was careful to em- 
^phasise that his statement held good only for the current year. 
Asked specifically about next year, he would only .say, “next year 
I will have to see and tell”. Now, no one has seriously suggested 
that the government was likely to hand the opposition a major 
propaganda issue on a platter by going in for an IMF loan before 
the general elections this year. Further, the whole process of 
negotiating with the IMF for a loan can be quite protracted and 
even if the initial soundings are made over the coming months 
the loan transaction itself may materialise only in the next Finan- 
cia! year. Be that as it may, that is not the most significant aspect 
of what the finance minister had to .say on the subject of his 
government asking the IMF for another loan. 

What IS importuiii is that it emerged clearly from the finance 
minister's statement that the government is keeping the option 
of approaching the IMF for a loan very much open. And the 
government certainly knows the conditions that are attached by 
the IMF to such loans. Important among them is the removal 
of hindrances to the free How of imports into the country which 
the IMF deems essential for upgrading the levels of technology 
" and productivity so as to make the economy more competitive 
internationally and thus achieve a structural solution to balance 
of payments imbalances. In other words, if the government is, 
as the finance minister clearly implied it is, keeping open the 
option of approaching the IMF for a loan, then it cannot be 
seriously considering any significant reversal of the liberal im¬ 
port policies which, as everyone knows, were an important part 
of the conditions attached to the last IMF loan of SDR 5 billion. 
Ever since, the IMF has lost no opportunity to impress upon 
the government the need to persist with these policies and in¬ 
deed to press ahead with them, the sharp rise in imports not¬ 
withstanding. Clearly, any move on the part of the government 
to impose re.strictions on imports at this stage will not but be 
viewed adversely by the IMF and cannot be expected to 
strengthen the government’s case for IMF accommodation, even 
if such accommodation is for tactical reasons sought only next 
year. 

The finance minister’s disclosure thus raises serious doubts 
about the reports which have been appearing in the press in re¬ 
cent weeks that, faced with the further deterioration in the coun- 
try’s balance of trade in the financial year just endeo as a result 
“1^ an uncontrolled upsurge in imports, the government was 
preparing to impose import restrictions in a partial reversal of 
the policy of import liberalisation. The Planning Commission, 
it had been reported, too had emphasised the need for import 
control to contain the sharply increased trade deficit. Accor¬ 


ding to other reports, the government was proposing to carry 
out a detailed review of the list of items which can be imported 
under the Open General Licence without import licences. These 
reports may have been intended to suggest that the government 
was not exactly sifting on its hands in the face of the runaway 
rise in imports in 1988-89, but as indicators of what the govern¬ 
ment is actually proposing to do they are clearly misleading. 
With the government so conscious of the likelihood that it will 
have to take recourse to another IMF loan, any major modifica¬ 
tion of the import liberalisation policies is simply not on the 
cards. 

There are other indications too that the government, what¬ 
ever it may say for public consumption, has no serious inten¬ 
tion of moving away from the policy of liberal imports. The 
statistics presented in the latest annual report of the ministry 
of commerce show that thanks to a 28 per cent jump in imports 
the trade deficit in the first 10 months of 1988-89 had shot up 
to Rs 6,997 crore compared to a deficit of Rs 5,425 crore in the 
corresponding period of 1987-88. The ministry’s report goes to 
great pains to gloss over the fact that the rise in imports had 
been primarily due to the liberal import policies and instead sug¬ 
gests that it was bulk imports needed “to meet the essential re¬ 
quirements of domestic consumption” and “to replenish the 
stocks depleted on account of drought in the previous year” 
which had been responsible In fact the rise in imports under 
such heads as ‘machinery’ (which includes components) and 
‘others’ clearly testifies to the role that import liberalisation has 
played. And for the 28 per cent rise in exports, the ministry gives 
the credit to “the government’s recent policy of modernisation 
and technological upgradation" when the sectors which have 
contributed the most to the export growth—garments, leather 
and leather products, gems and jewellery, etc—have not been 
the focus of the so-called modernisation and technological 
upgradation whereas those which have been—automobiles, con¬ 
sumer electronics, etc—have made hardly any contribution to 
exports. The point, however, is not so much the credibility of 
the commerce ministry’s assessment of the factors responsible 
for the trends in exports and imports but that it is clear from 
the ministry’s report that the government seems scarcely inclined 
to take a serious second look at its import liberalisation policies. 

So we end up with a neat chain of causation; because the 
government feels it will have to fall back upon borrowing from 
the IMF it will not restrict the flow of imports and because it 
will not do this it will have no alternative but to turn to the IMF 
for the wherewithal to finance the balance of payments deficit. 
Indeed there must be quite a few in the government to whom 
abstaining from an IMF loan for the time being is nothing but 
a concession to illiterate political sentiment the need for which 
will, mercifully, be over once the country is through with the 
general elections at the end of the year. 
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POLITICS 

Ominous Signs 

THE Congress(l) students’ forum, the 
NSUI (National Students Union of 
India), has lived up to its reputation. In 
1984, when the NSUI convention was held 
in Nagpur, not only the city itself, but 
railway stations leading to Nagpur were 
.ransacked by the delegates. This time in 
Delhi, although its convention passed off 
without looting of shops, burning of 
buses and raping of women, the delegates 
did not depart without leaving some signs 
of their presence in the capital. At the end 
of the convention they raided the resi¬ 
dence of the Rajya Sabha MP and lawyer 
Ram Jethnialani, and left 25 police per¬ 
sonnel injured. 

That the 5,000-odd delegates who 
gatheied at the Talkatora Stadium were 
spoiling for some action was evident from 
the first day itself. The ‘youthful’ 
delegates—some of them over 30 years of 
age, and about half of them not even 
siiidcnis—daiued, sang, compcied in 
slogan shouting, while their leaders ad¬ 
dressed them on ‘Education and Employ¬ 
ment lor Air. The carnival spirit was so 
pronounced that prime minister Rajiv 
Gandhi, who addressed the inaugural ses¬ 
sion, had to persuade his delirious ad¬ 
mirers to listen to his homily, which in the 
midst of all that din, was fast becoming 
a soliloquy. He appealed to them: "Ab 
Jera bhashan bhi soon lo, nan bad me 
la/ta lena" (listen for a .short while to the 
speeches, you can shout slogans later). 
And then, to make them listen to him, he 
launched on a vituperative attack on the 
opposition, accusing it of helping the 
assassins of Indira Gandhi—a reference 
to Jethmalani who had defended Satwant 
Singh and Kehar Singh. This was all that 
was needed for the hoodlums to muster 
their strength and raid Jethmalani’s house 
two days later. 

All this speaks a lot about the Con- 
gress(I) culture. The party has succeeded 
in drawing to its folds not only the lumpen 
proletariat (who are utilised to organise 
riots in opposition-ruled states, and beat 
up opposition party activists in Con- 
gress(I)-ruled states), but also the lumpen- 
feudal and lumpen-bourgeois elements— 
the idle progeny of the rich landlords from 
the Hindi belt (some of whom were 
caught gambling on the lawns of the 
stadium during the convention), sons and 
daughteis of the Congress(I)-favoured in¬ 
dustrialists, and ambitious careerists from 
households of manipulating bureaucrats. 
Their behaviour at the convention was 
dismissed by the NSUI president, Manish 
Tiwari, as “enthusiasm”, and in an effort 
to absolve his partv of any responsibility 


for the rowdyism inside the sudium, he 
added that the NSUI was not a ‘cadre- 
based body, but a mass-based one’. 

Without going into the question 
whether the NSUI reflects the so-called 
‘mass base’ as claimed by its president, we 
should learn to decipher the ominous 
signs from the record of the NSUI and the 
performance of its members. Spoilt 
children of the Congress(l) culture, these 
ageing ‘students’ may become the future 
politicians and administrators of the 
country, thanks to their connections with 
the ruling powers. The hooligans who 
embellish every NSUI convention are the 
future MLAs, MPs, ministers and district 
magistrates. The implications for the 
future of Indian politics should be ob¬ 
vious to everyone. 

WEST BENGAL 

CPI(M)-CPI Relations 

THE recently held municipal polls at 
Dubrajpur, a small town in the district of 
Birbhum in West Bengal, have drawn 
public attention to the so far somewhat 
imperceptible process which has, however, 
led to a perceptible, though yet small, gain 
by the CPI in relative weightage within the 
Left Front in general and vis-a-vis the 
CPI(M) in particular. The uruestrained ex¬ 
pressions of annoyance and irritation by 
the CPI(M) spokespersons occasioned by 
the CPI’s recent actions and professions 
have highlighted the reality of this shift. 

In retrospect, it appears that the CPI’s 
new forward thrust came to the public 
notice with its new advocacy of CPI(M)- 
CPI unity and perhaps for the negative 
reason of Jyoti Basu’s intemperate and 
adverse response to it. The favourable 
impression towards the CPI seems to have 
deepened after the persistent concern for 
communist unity voiced in the course of 
the CPI’s 14th Congress held in Calcutta 
in the beginning of March. The unex¬ 
pectedly huge mobilisation at the mass 
rally at the end of the deliberations of the 
congress, particularly from the Hindi belt, 
may also have contributed to an increase 
in the esteem for the party. The restraint 
from ostenutious display of lights, flags, 
festoons, arches and so on all over the dty 
and the very modest menu of the food 
served to the delegates during the CPI 
Congress was a welcome contrast to the 
extravagance witnessed during not only 
the CPI(M) Congress at Trivandrum but 
also the SFI get-together held in Calcutta. 

The CPI which contested the Dubra¬ 
jpur municipal elections independently 
and in opporition to the alliance of the 
CPI(M) and Forward Bloc because of its 
disagreement with the other parties in the 
Left Front over the dutribution of seats. 


secured tyvo seats as iqiainst four each 
secured by the CPI(M) and the Con-. 
gress(I) and one by the l^rwatd Bloc As 
a result, in the House of II. the CPI(M)- 
FB combine cannot form the board 
without the CPI’s co-operation. The 
subsequent fulminations of a CPI(M) 
leader against the CPI’s electoral conduct 
as an aid to the Congress(I) do not hold 
water as, with the CPI’s success in two 
wards, the Congress(l) has been reduced 
to a minority of four as against the seven 
represented by the Left Front parties. 

Even more glaring has been the 
CPl(M)’s discomfiture from the public 
reaction over the violent and vituperative 
response of some of its top leaders to a 
young CPI MP’s cogent criticisms of the 
inaction over and acquiescence in the ag¬ 
gressive policies of the employers leading 
to mass misery among sections of indus¬ 
trial workers through layoff, lock-outs and 
so on. in their anger, the CPl(M) leader 
paid heed to neither facts nor logic While 
Jyoti Basu ridiculed the workers' rail roko 
at Kanpur, u CPI Icadei drew alienlioh 
to the praise showered on the same action 
in the CPI(M)’s central organ. People’s 
Democracy. Caught on the wrong foot, 
will the West Bengal CPI(M) leaders take 
a critical look at the relevant questions? 

ASSAM-NAGALAND 

Indifference Pays? 

LAST week’s mas.sacre of more than 24 
villagers in the Golaghat district of upper 
Assam on the Nagaland border once 
again brings to attention the long¬ 
standing border dispute between the two 
adjoining states. Some 5000 sq km of ter¬ 
ritory has been under dispute since 
Nagaland was carved out of Assam in 
1963, on the basis of a 1925 British 
notification. Since then there have been 
several bloody clashes on the boundary 
accounting for several brutal deaths. In 
1985 armed police personnel of the two 
states clashed resulting in many deaths at 
Merapani. This resulted in the centre pro¬ 
viding ‘neutral’ policing by the Central 
Reserve Police Force. But what this poli¬ 
cing amounts to is anybody’s guess. In this 
recent massacre reports indicate that the 
near-by CRPF unit did nothing to prevent 
or mitigate the attack. Soon after the 
attack, survivors who had lied from the 
scene reported that attackers were from a 
group c^ing themselves ‘action command 
of Naga army, western division’ who had 
earlier in the week issued notices to quit. 
Later despatches indicate that the incident 
may have been the work of the Nagaland 
armed police forces. Whoever the per¬ 
petrators of the massacre, the inaction of 
the CRPF needs some explanation. 




to much hardihip uid constant harass¬ 
ment for non-Naga settlers in the region. 
Fbr instance, in this area which falls within 
the Nambor reserve forest the non-Nagas 
outnumber the Nagas. Ibchnically all set¬ 
tlers are encroachers. However, because 
Nagaland claims this as part of its ter¬ 
ritory, the Nagas in the region have been 
imposing taxes in the form of a SO per cent 
share of the crop grown. This has led to 
a number of clashes. Moreover many in¬ 
fluential people in the Nagaland political 
circles have bought land in the area, pro¬ 
viding a sort of patronage tg thpse 
activities. 

After the Merapani clashes an inquiry 
commission was constituted which recom¬ 
mended that a fresh commission of in¬ 
quiry be instituted to examine the boun- 
, dary dispute. But nothing seems to have 
been done on that count. Interestingly, 
both the state governments at that time 
published official reports in which each 
claimed that the other had encouraged en¬ 
croachments in the disputed area. The 
central government’s attitude has been 
that these disputes in the north eastern 
states milst be worked out among them¬ 
selves. This of course is hardly 
surprising—-the more the tensions in 
regions where ruling party either has no 
hold or is not quite certain of its support, 
the better it is especially in an election year 
when promises of peace have to be rou¬ 
tinely made 

FOOD PRICES 

Small Is Expensive 

Bharat Dogra writes: 

A HIGHLY distorted aspect of the retail 
sale of several essential commodities is the 
higher price that the poor are forced to 
pay for them. The hut (jhug^) colony of 
‘dairy wala baag’ located in Paschim 
Vihar area of Delhi houses about 100 
families. However on a rough estimate 
only 20 per cent of them have ration-cards 
for obtaining subsidised food and fuel 
(kerosene oil). This colony is surrounded 
by flats and bungalows of middle and up¬ 
per class families all of whtnn have lation- 
cards and tiius are entitled to subsidised 
supplies of food. 

Oiutjesh is a rickshaw puller. His fami¬ 
ly's monthly consumption of wheat (or 
flour) is 40 kg. of lice 20 kg, of sugar 2 
kg and of kerosene oil 30 litres. Ihe ra¬ 
tion shop rate of wheat is Rs 2.2S com¬ 
pared to Rs 3.00 in the open market. The' 
ration-shop rate of rice is Rs 3.2S against 
the open market rate of Rs 4 that he ac- 
tuaUy pays. The ration price of sugar is 
Rs 6.50 against the open market price of 


kerosene oil is Rs 2.2S against the open 
market price of Rs 3.S0. So Gunjesh has 
to pay Rs 30 extra for his purchase of 
wheat, Rs 15 extra in the purchase of rice, 
Rs 3 extra in the purchase of sugar and 
Rs 37 extra in his purchase of kerosene oil, 
a total of Rs 85 extra every month—all 
due to the fact that he does not have a 
ration-card. 

This is a substantial loss for someone 
like Gunjesh with a total family income— 
that too uncertain—of about Rs 600 per 
month or sa Those having bigger families 
have to suffer an even higher loss due to 
their lack of a ration-card. 

At the same time, the food needs of 
well-to-do-families living nearby are sub¬ 
sidised. This distortion is specially glar¬ 
ing in the case of a fuel. A four-member 
well-to-do family in a flat spends Rs 60 
a month on cooking gas. A four-member 
poor family in a hut spends Rs 105 a 
month on kerosene oil. Another aspect is 
that due to low income these families are 
forced to make their purchases in very 
small quantities on day-to-day, or meal- 
to-meal basis. Due to this they have to pay 
a higher price, and what is more, often get 
adulterated goods as sealed and packag¬ 
ed high-quality products are out of their 
reach. That may be one of the reasons 
why stomach and throat disorders are 
quite common among hut-dwellers. A 
24-slicc loaf of bread costs Rs 3.50 but 
believe it or not, the nearest shopkeeper 
charges 50 paise for 2 slices of the same 
bread. When sugar was selling at Rs 8 per 
kg they were being charged Re I for 100 
gms. Very small purchase of pulses and 
detergents, etc, have to be made at prices 
which are much higher than their per kg 
rates. 

Most of the hut-dwellers to whom this 
writer talked had gone to the ration of¬ 
fice several times but without any success 
in getting ration-cards. It is important that 
ration-cards should be assured to such 
really needy families on a priority basis. 
Officials themselves should visit the 
huts/bustis to ensure this. And strict war¬ 
nings should be issued not to overcharge 
those who buy essential goods in small 
quantities. Unfortunately the consumer 
movement is missing in the bustis where 
it is needed the most. 

WEST ASIA 

A Step ForHwrd 

WHATEVER be the outcome of the pro¬ 
posals put forward by the Israeli prime 
minister recently, it has certainly moved 
the peace process in West Asia another 
step forward. Several factors, not least of 


Israefi occupation which began 
months ago, have contributed to a change 
in the refponal geopolitical climate Un¬ 
doubtedly the intensity of the movement 
prompted the PLO to reconsider the situa¬ 
tion and at the historic meeting in Algiers 
the Palestine National Council formally 
accepted a two-state solution which im¬ 
plicitly recognises Israel’s rights to exist. 
It also called for an international con¬ 
ference on West Asia on the basis of two 
Security Council resolutions, 242 and 388 
and proclaimed an independent Palesti¬ 
nian homeland in the Israeli-occupied 
West Bank and the Gaza strip with 
Jerusalem as its capital. The declaration 
which goes further than the PLO’s 1974 
pledge to establish Palestmian sovereign¬ 
ty “on every part of Palestinian land to 
be liberated" indicated that the claim to 
an independent state would henceforth be 
confined to the West Bank and Gaza, put 
political pressure on Israel. Coming at a 
time when a coalition government of Yit- 
zahak Shamir was in the process of be-, 
ing formed and the differences of opinion 
regarding the intifada were even more ob¬ 
vious than before, it prompted a rethink¬ 
ing. The present proposals are an outcome 
of these events supported by the soften¬ 
ing relationship between the superpowers. 

Shamir has offered to remove, in a 
phased manner Israeli troops from the 
occupied areas. He has proposed that in¬ 
terlocutors be elected who will negotiate 
the terms of autonomy under Israeli rule. 
This is to be followed later by an election 
to a provincial government. He has, how¬ 
ever, ruled out any negotiations with the 
PLO which the 1.7 million people in the 
occupied areas consider as their legitimate 
representatives. Nor is Israel prepared to 
accept a UN general assembly meeting on 
the issue All this does not appear to leave 
much room for negotiations. But all the 
same, even these offers had not been* 
forthcoming earlier. 

In the meanwhile the US which has 
been cautious about the PLO moves, has 
considered the Israeli propo.sals a good 
beginning although it has been at pains 
to stress that it neither recognises the 
Palestinian state nor Israeli sovereignty 
over or permanent occupation of the West 
Bank and Gaza. Moreover, a section of 
the US Jewish community are reported to 
be unhappy over Shamir’s categorical 
stand in regard to the PLO. The PLO itself 
has rejected the offer of elections and 
autonomy for the occupied areas under 
Israeli ruUng. The PLO chief has said that 
he would not make further concessions to 
the US or Israel. However, it is clear that 
none of those involved can afford to allow 
the situation to slide back to another 
deadlock. 
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SOVIET Onion 

Lure of Convertibility 

ABEL AGANBEGYAN is by now fairly 
well known outside his country, being 
Mikhael Gorbachev’s leading storm- 
trooper in the field of economic reform. 
In his latest statement picked up in the 
west, and from there by our own press, 
Aganbegyan is reported to have set a 
target of seven to ten years for the con¬ 
vertible rouble to become a reality. In 
order to reach this goal of rouble conver¬ 
tibility, he has spoken of a two-pronged 
strategy, one for the near future and the 
other for the longer term. 

For the near future Aganbegyan en¬ 
visages the introduction of ‘a second cur¬ 
rency’, a special rouble for foreign 
economic activity, backed by the Soviet 
export potential and gold reserves. This 
rouble could be used within the boun¬ 
daries of the special economic zones now 
being set up in the Soviet Union. 

For the longer term, Aganbegyan 
speaks of the importance of strengthen¬ 
ing the rouble^s purchasing power in the 
domestic market which, as he puts it, 
presupposes both saturating the internal 
market for consumer goods and the in¬ 
troduction, of wholesale trade in capital 
goods, ensuring free circulation of bonds 
and securities and the creation of an in¬ 
ternal currengr market. Until then, accor¬ 
ding to Aganbegyan, the Soviet Union 
cannot become a full-fledged participant 
in the world economy. 

Whether or not the steps now envisag¬ 
ed will lead to the rouble becoming fully 
convertible in seven to ten years, there can 
be no doubt that the Soviet endeavour is 
going to be to integrate its economy fully 
with the world economy within as short 
a period as is practical. Rouble conver¬ 
tibility is considered the principal means 
to that end of integration with the world 
economy. 

But currency convertibility has its own 
logic Those earning or coming to hold 
roubles would have to have foil confidence 
that it would be possible to exchange their 
roubles for any currency of their choice 
For this purpose, the Soviet gold stocks 
will no doufo serve as eminently accep¬ 
table security. But evidently even 
Aganbegyan is doubtful that a gold 
guarantee can be offered for more than 
a limited amount of roubles. Basically, the 
Soviet Union will have to achieve a 
balance between its export earnings and 
import demand under ‘open trading’ with 
all that it implies. 

Aganbegyan is evidently quite aware of 
the implications of full-fledged rouble 
convertibility. Otherwise he would not 
have spoken of first saturating the 
domestic market with consumer goods. 


He knows that the openiiqi of the Soviet 
border to imports from the west could 
mean opening the flood-gates which no 
amount of Soviet exports might be in a 
position to pay for. So in the long term 
rouble convertibility critically rests on how 
fast the Soviet economy generates con¬ 
sumer goods in quantity and quality, 
enough to meet domestia demand. 

As for the short-run, countries now 


BUSINESS _ 

STOCK MARKET 

Expanding Participation 

THE stock market is in a state of gay 
abandon. Berhaps all one can say with the 
least risk of proving wrong is that with a 
pause now and fhen the market has still 
a long way to go. Few could havb possibly 
envisaged that the market would surge 
ahead the way it has. While there are a 
number of tools of technical analysis 
which can help identify the progress of 
different trends—primary, secondary and 
minor—>there is no way of predicting with 
any degree of precision how long a 
primary trend will continue and how far 
it might go. 

It should be of interest to take a look 
at the current boom in equity prices by 
measuring the rise from different points 
of reference—(1) from this year’s low 
(January S-6), (2) from the post-budget 
low (March 1-2), (3) from the 1988 high 
(mid-November/early December), and (4) 
from the Fdiruary 1986 peak (marking the 
end of the previous unprecedented 
speculative boom). 

On April 10-11, the Financial Express 
equity price index for Bombay stood 22.2 
per cent above its this year’s low and the 
all-India index showed a rise of 24.6 per 
cent. The rise from the post-budget low 
worked out to 16.7 per cent for Bombay 
and 18.7 per cent for all-India. Compared 
with the 1988 top, the Bombay index was 
higher by 10 per cent and the all-India 
indoc by 12 per cent. And compared with 
the Fdiruary 1986 highs, the Bombay 
index showed a rise of 57.8 per cent and 
the all-India was up by 47.6 per cent. 

A significant aspect of the current 
boom is that the rise registered by the 
Bqmb^ Stock Exchange sensitive index 
based qn 30 highly volatile scrips selected 
almost entirely from the ‘spedfled’ list has 
been less marked than in all the other 
broad-based indices including the BSE na¬ 
tional index. While the BSE sensitive 
index is up by about 20 per cent from its 
early January low, it shows a rise of only 
4.8 per cent over its 1988 peak and it is 
just 13.S per cent higher than its 1986 
peak. 

Spectacular as it certainly is, the cur- 


having sizable trade with tile Soviet 
Union on bilateral payments basis will 
have to watch out that they do not get 
excluded from the earning of the propos¬ 
ed special roubles, particularly where the 
traded items they sell to the Soviet Union 
have international markets. Also, the 
terms of the bilateral exchange rate 
covenants will have to be carefully work¬ 
ed out. 


rent boom can by no means be attributed 
to unhealthy speculative activity. The rise 
in equity prices has been quite broad- 
based. it is worth mentioning that accor¬ 
ding to information contained in the 
BSETimes, the top 10 gainers every week 
have for long been from the non-specified 
group of shares. That transactions in the 
non-specified group shares do not repre¬ 
sent purely investment activity stipulated 
under the rules and there exists a fair 
amount of speculative activity in these 
shares also is, of course, no secret. 

Inquiries with knowledgeable market 
sources indicate that outside public par¬ 
ticipation in speculative as well as cash 
scrips has expanded considerably, of late 
and that the more recent rise in equity 
prices has come about without any 
noticeable support from institutional in¬ 
vestors who, according to some, have, in 
fact, figured as sellers though in a small 
way. Much of the recent buying in shares 
in group ‘A’ and ‘B’ would seem to reflect 
not just the bullish mania associated with 
a rapidly rising market but belated recog- 
nitio of the enduring nature of the pro¬ 
found change in the demand-supply equa¬ 
tion of shares of most of the well- 
managed, well-performing and growth- 
oriented companies as a result of sustain¬ 
ed institutional investment support. 

The UTl and mutual funds have come 
to dominate the market scene and they are 
there to stay. The role of institutional in¬ 
vestors is certain to expand in due course. 
The UTI and mutual funds are going to 
play an increasingly important role in 
mobilising the nation’s savings mainly for 
investment in the equity market. UTI will 
soon be introducing a new scheme to 
mobilise savings partly in return for gold. 
Hie scheme is reported to have been 
cleared by the government. The details of 
the equity-linked savings scheme an¬ 
nounced in the last budget are also being 
finalised. Tjie scheme is intended to 
stimulate the flow of personal savings in¬ 
to equity instead of bonds and debentures. 

The ^arp upswing in equity prices and 
increase in outside public participation in 
the market need not be viewed with much 
concern. Speculation is known for errors 
of optimism and pessimism but it has an 
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apart! despite the known inadequacies in 
the information system, the stock 
exchange authorities have now a much 
better awareness of the goings on in the 
market than ever before and they are also 
better equipped to deal with the emerg¬ 
ing situation. 

Unlike the rise in commodity prices 
which benefits only a few and hurts many, 
the rising trend in equity prices is to be 
welcomed—because it facilitates the rais¬ 
ing of funds from the market for indus¬ 
trial growth. The corporate sector is now 
required to rely mainly on the stock/ 
capital market for financing its expansion 
and diversification plans. 

The stock exchange authorities should 
be concerned with ensuring solvency and 
liquidity of the market through appro¬ 
priate measures rather than with the rise 
or fail in prices. Institutional investors 
should really thank speculators for the 
occasional excesses they commit as it 
offers them a very profitable opportuni¬ 
ty to effect sales and purcha.ses. Specu¬ 
lators, bulls or bears, can never hope to 
match the vast resources of institutional 
players in the market. 

The heavy institutional selling on April 
12 which caused a sizeable setback in 
equity prices should be considered as a 
normal market operation to take advan¬ 
tage of the steep rise over the past few 
weeks. It has nothing to do wKh any 
change in the assessment of the economic 
and market fundamentals influencing the 
underlying trend in equity prices. It is 
necessary for the market to take a pause 
now and then to allow technical forces to 
have their play. 

The stock market seldom stays put; it 
always keeps fluctuating. TVading in fluc¬ 
tuations is the main preoccupation of a 
very large section of the stockbroking 
community as also of professional opera¬ 
tors. Fluctuations provide liquidity to 
securities and it is through easy marketa¬ 
bility of securities that the secondary 
market becomes relevant to the capital 
market. 

SUGAR POLICY 

Unwarranted Reversal 

YIELDING to the pressures of the power¬ 
ful sugar lobby, the uiuon government has 
recently reverb its own guidelines issued 
in 1987 for licensing of new sugar units 
and expansion of the existing ones. Under 
the guidelines issued in 1987 it was stated 
that the minimum economic size of a new 
sugar plant had been raised to 2,300 ton¬ 
nes of cane crushing per day (ted) as 
■gninst the earlier 1,230 ted. According¬ 
ly. it was decided that no new unit was to 


TO imtalled below tro capacity of 
ted and the existing ones were to be given 
assistance to expand their capacities to 
this level. Secondly, no licence was to be 
issued for .setting up a new sugar unit 
within a radius of 40 km of an existing 
sugar mill. 

Now in a sudden reversal of the policy 
announced only two years ago, the 
government has reduced the minimum 
capacity norm for units in backward areas 
to 1,750 ted and has also reduced the 
minimum distance between two units 
from 40 km to 25 km. Evidently, there is 
no economic rationale for the reversal of 
the policy guidelines. It is a sequel to the 
appeal by about 150 Congressfl) members 
of parliament to the prime minister to 
order a review and rationalisation of the 
existing sugar licensing policy. It has 
already been established that the cost per 
tonne of sugar produced tends to go dow n 
as the capacity is increased to 2,500 ted 
and above. The fact that even the chang¬ 
ed guidelines stipulate that within five 
years, a 1,750 ted plant will have to expand 
capacity to 2,500 ted is a recognition on 
the part of the government that a bigger 
plant is more viable. In fact in other coun¬ 
tries sugar plants are now being set up 
with capacities of 6,000 ted and above. 
Apart from lowering the cost of produc¬ 
ing sugar, such bigger plants enable the 
units to make proper use of molasses and 
bagasse for the production of alcohol and 
paper. 

in reducing the distance norm between 
two sugar factories, the government has 
totally ignored the recommendations of 
the Bhargava Commission which was set 
up in 1971 to look into the various aspects 
of the sugar industry in the context of the 
demand for the takeover of the sick sugar 
units. The committee had recommended 
a minimum distance of 50 km between 
two sugar mills. 

The Reserve Bank of India study group 
on sickness in sugar industry had stated 
that the main cause of growing sickness 
in sugar industry was the non-availability 
of adequate quantum of sugarcane of op¬ 
timum quality due to establishment of 
new sugar mills in close proximity of ex¬ 
isting ones. The RBI study group had in 
fact recommended a radial distance of 60 
km between two sugar units in order to 
avoid overlapping of operational areas. 

The policy makers will argue that the 
exceptions now made are only in respect 
on backward areas. It needs to be stress¬ 
ed however, that it is meaningless to apply 
the backward area concept to a resource- 
based industry like sugar. Sugarcane is a 
commercial crop requiring lot of irrigated 
water and unless adequate quantities of 
sugarcane is available in close proximity, 
no sugar mill could be viable. 


TWEPifTY IrfiARS AGO 

EPfK April 12, 1969 

That a relatively minor event like the 
victory of the Czechoslovak team over 
the Russians in the world ice-hockey 
championship in Stockholm should 
have triggered off another round of 
anti-Soviet demonstrations in Prague 
is a reminder of how reconciled the 
Czechs are to Soviet occupation of 
their country. There can be no doubt 
that Moscow was deeply perturbed by 
the events in Prague... Dubcek has 
described the present crisis as the 
gravest since the Soviet invasion last 
August and has warned that the most 
stringent steps would be taken against 
‘anti-Soviet elements’ . The Czech 
communi.st party has also taken the 
unusual step of reprimanding one of 
its own leaders, Josef Smirkovsky, 
whom Pravda had earlier accused of 
having taken part in anti-Soviet 
demonstrations. Finally, President 
Svoboda, a distinguished former 
soldier himself, paid personal visits to 
Czech army billets—reportedly to calm 
rising emotions among sections of the 
armed forces. 

WWW 

For some time, the government or, 
rather, the finance ministry has been 
suggesting that what India needs is 
non-project aid. There is little basis for 
this cacophony. Machinery and equip¬ 
ment imports are still estimated at 
about S 400 million per year, in spite 
of the plan holiday which has placed 
a near-embargo on new projects. Even 
if the demand today for foreign aid is 
for non-project aid, there is no reason 
to conclude from it that the country 
has become permanently independent 
of machinery imports... The World 
Bank, not the finance ministry, has 
taken the initiative in making estimates 
of the need for foreign exchange... 
Railways, after proclaiming their pro¬ 
gress in indigenisation, seems to be 
insatiable consumers of foreign 
exchange 

What about the longer term? The 
Planning Commission has put forward 
its perspective estimate of foreign aid 
needs... There is a policy objective of 
reducing dependence on foreign aid, so 
an elonent of tightening of belts is in¬ 
volved; but if more aid is available, 
would we be williag to raise our targett 
of growth? These estimates are, more¬ 
over, essentially financial in character, 
and are not ba^ on any firm indica¬ 
tion of the nature of industries and 
other investments which will be taken 
I up in the future; 
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COMPANIES 


MARUTl UDYOG 

Rolling On 

MARUTl UDYOG produced during 
1988-89 1,05,547 vehicles tagainst 92,630 
vehicles last year) representing an increase 
of 14 per cent. The total sale and other 
income during the year was R.s 976.18 
crore (Rs 803. 02 crorc last year) represen¬ 
ting an increase of 21.6 per cent. The pro¬ 
fit before tax for the year 1988 89 is ex¬ 
pected to be Rs .30.10 croie. This represents 
an increase of 14 pci cent. Profit as a 
percentage of sales income, excluding ex¬ 
cise, was 4.07 pel cent. The cumulative in- 
digenisation of the car reached 86.23 per 
cent in March 1989. 

The company exported about 1,400 
vehicles and the value of exports was Rs 9 
crore. The total inflow of foreign curren¬ 
cy during the year was equivalent to about 
Rs 15.50 crore. 

The target for production in 1989-90 is 
1,15,000 vehicles consisting of 70,000 cars, 
36,000 Omnis and 9,000 Gypsys. The total 
sale and other income for the year is 
estimated to go up to over Rs 1,150 crore. 
During the year the main investments 
would be made on the 3-box cat project, 
blanking line, a die manufacturing pro¬ 
ject and installation of gas turbines. New 
bookings for the 800cc car would be ac¬ 
cepted during July-August 1989, and for 
the lOOOcc 3-box car during October- 
November 1989. 

HOECHST INDIA 

Rabiee Vaccine Plant 

HOECHST INDIA will soon inaugurate 
its new Rabipur Plant at Ankleshwar, 
Gujarat set up in technical collaboration 
with Behringiverke AG, West Germany. It 
is the largest tissue culture-based rabies 
vaccine plant in Asia, and the first in the 
country. 

Hoechst India began marketing 
Rabipur, the internationally acclaimed 
rabies vaccine in India in January, 1987. 
So far, more than half a million doses 
have already been administered success¬ 
fully. Production of the same vaccine in 
India will commence from October this 
year. The efficacy of Rabipur has been 
proven. It is conveniently administered 
through just six injections in the upper 
arm. 

The company began produaion ahti 
marketing of basic drugs and formula¬ 
tions in 1958. In 1984, the company went 
public and the parent company as well as 
the Mallya Group reduced their respective 


shareholdings to 40 per cent. Initially in¬ 
volved in the manufacture and marketing 
of basic drugs and pharmaceuticals, 
agrochemicals, animal health products, 
vaccines and diagnostics were added to 
broaden the base of the company’s opera¬ 
tions. A new manufacturing complex was 
set up at Ankleshwar, Gujarat which went 
onstream in 1987. The purified chick em¬ 
bryo cell (PCEC) vaccine plant for the 
treatment and management of rabies is 
also located at this complex. The pharma 
and agrochemicals research costs in 
Hoechst AG during the year 1987 were 16 
per cent of the total sales: in actual value, 
around Rs 800 crore. A basic research cen¬ 
tre at Mulund was commissioned in 1972 
at a cost of Rs 3 crore and the annual 
recurring expenditure of this centre is Rs 4 
crore per year. 

IPCL 

Record Output 

INDIAN PETROCHEMICALS COR¬ 
PORATION (IPCL), a government of 
India undertaking, has crossed the 
Rs 1,000 crore landmark in sales turnover 
for the year ending March 31, 1989. IPCL 
has registered a turnover of Rs 1,027 croie 
(16 per cent more than the previous year) 
and gross profit of Rs 163 crore (26 per 
cent more than the previous year). Pro¬ 
duction in almo.st all individual plants was 
at or close to cent per cent and overall pro¬ 
duction at 101 per cent of target. All time 
record production was achieved in several 
products such as ethylene, propylene, 
benzene, DMT, LDPE, orthoxylene, poly¬ 
propylene and acrylic fibre. 

The Rs 1,390 crore grassroots gas 
cracker complex being implemented by 
IPCL at Nagothane in Maharashtra is in 
its last lap of completion. The 60,000 
MTA poiyproi^Iene plant is ready for 
commissioning. Gas cracker, LDPE, 
EO/EG and offsites are in an advanced 
stage with over 92 per cent progress. The 
LDPE/HDPE plant, work on which 
started late and is on turnkey mode, would 
be completed with a lag of two months 
after the other projects are completed. 
The Baroda based Xylene expansion pro¬ 
ject is slated to be in pr^uction by 
November 1989. Good progress is also be¬ 
ing maintained on the carbon fibre pilot 
plant at Baroda. 

An agreement was signed by IPCL with 
the Department of Biotechnolo^ and In¬ 
stitute Merieux, France for setting up a 
joint venture to make viral vaccines at 
Gurgaon, Haryana. A new company 


(Indian Vaccines Corporation Limited) 
has been incorporated. 

MEHER PHARMA (INDIA) 

Speciality Products 

MEHER PHARMA (INDIA) is making 
a ‘rights’ issue of 1,37,813 secured 
redeemable convertible debentures of 
Rs 160 each at par to augment long-term 
resources for nnancing normal capital 
expenditure and to partly finance the 
working capital need. The debentures 
carry interest at the rate of 14 per cent per 
annum payable half yearly from the date 
of realisation of cheque. A sum of Rs 100 
per debenture will be automatically con¬ 
verted into 10 equity shares of Rs 10 each 
at par six months after the date of allot¬ 
ment. The balance non-convertible por¬ 
tion of Rs 60 will be redeemed in three 
equal instalments at the expiry of 6th, 7th 
and 8th years respectively from the date 
of allotment. The issue opened on March 
8 and will close on April 10. 

According to Pravin V Sheth, chair¬ 
man, in the current period of 10 months, 
the company’s turnover scaled a new peak 
at Rs 862 lakh with profit before tax at 
Rs 44 lakh. A substantial portion of this 
profit is on account of export earnings 
and thus exempt from tax. The company 
declared a maiden dividend of IS per cent 
for the period ended 1985, the very first 
year of operation, and has continued with 
a similar financial performance in subse¬ 
quent years. For the current year the 
interim dividend is 11 per cent. 

SUPER SALES AGENCIES 

Modernisation 

SUPER SALES AGENCIES, engaged in ' 
the manufacture of quality cotton, syn¬ 
thetic and blended yarns and marketing 
of textile machinery and CNC machines, 
is coming to the capital market on 
April 27 with an issue of 9 lakh equity 
shares of Rs 10 each at a premium of 
Rs 10 per share. The company belongs to 
the Coimbatore-based Lakshmi Machine 
Works (LMW) Group. Incorporated in 
1981, the company has declar^ 128 per 
cent cumulative dividend and made two 
bonus issues of shares in the last six years. 
For the last four years, the company has 
been paying dividends at 22 per cent per 
annum and before that it paid at 20 per 
cent. The directors have planned a moder¬ 
nisation programme for its 32,000 s|»iidle 
yarn spinning mill, which would fimher 
enhance the quality of its {Hoducts and 
profitalnlity. 
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Good Results 

LEAFIN INDIA provides finance to state 
government employees and the salaried 
class for the purchase of consumer 
durables such as televisions, refrigerators 
and two-wheelers under its hire purchase 
scheme. It has enrolled thousands of 
members from all over Andhra Pradesh 
in its consumer finance schemes and has 
tied up with TVS-Suzuki for the sale of 
motor cycles and mopeds; Kinetic Engi¬ 
neering Company for Luna mopeds; Expo 
Machinery for Avanti Gareli mopeds and 
Kelvinator refrigerators; Videocon Inter¬ 
national for Videocon televisions and 
washing machines; Mire Electronic for 
Onida televisions and Kalyani Sharp India 
foi Optonica televisions. The company 
lias arranged credit facilities to the extent 
ot Rs 130 lakh from State Bank of India, 
Hyderabad, to finance its operations. 

The directors are confident of declaring 
a dividend of 20 per cent for 1988-89. 
During the year ended July 1988, the com¬ 
pany made a profit of Rs 9 lakh after tax. 
The company’s stock on hire increased 
from R* 39 lakh in the preceding year to 
Rs 84 lakh while the value of its leased 
assets rose to Rs 30 lakh. The company 
maintained dividend at 15 per cent for the 
first two years of its operation and 
declared 18 per cent for 1987-88. 

RICHIMEN SYNTHETICS 

Modern Mill 

RICHIMEN SYNTHETICS is setting up 
a composite modern synthetic fabrics mill 
with Sulzer looms, Nis.san jet weaving 
machines and proper processing facilities. 
The project estimated to cost Rs 40 crore 
is being established in Medak district of 
AP. The company has been promoted by 
G Vittal, who is chairman and managing 
director of Richimen Silk. Technical 
assistance for the projea is being provided 
by Ibyobo, one of the largest groups in 
Japan. The projea is expected to be im¬ 
plemented the first quarter of 1990. 
The management hopes to export 20 per 
cent of the produaion with the help of 
Richimen Silk, a 100 per cent export- 
oriented unit of the group. 

The company expects to achieve a turn¬ 
over of Rs 10 crore per annum from this 
business. This should yield sufficient pro¬ 
fits to pay handsome dividends to existing 
shareholders for 1988-89 and 1989-90. The 
projea is intended to be financed partly 
by a share capital of Rs 11.85 crore. Of 
this, promoters will contribute Rs 3 aore, 
NRIs Rs 2.80 crore and Indian public 
Rs 6.05 crore. The company is planning 
to come out with a public issue soon. 


Protchem Industries 

PROTCHEM INDU.STRIES (India) is 
entering the capital market on April 27 
with a public issue of 19 lakh equity 
shares of Rs 10 each at par to finance in 
part its Rs 12..S crore project, ba.scd on 
the major raw material, human hair for 
the manufacture of 1,5001 pa of amino 
acid powder, 841pa of DCystinc and 24 
t pa |/-'IVno-sinc. The project is being set 
up at Abhishegappakam, union territory 
of Pondicherry in collaboration with 
Union Bros of Japan. The products pro¬ 
posed to be manufactured are enriched 
proteins having wide applications in 
pharmaceutical and food processing in¬ 
dustries a^ flavouring agents and food 
additives. The collaborators of the com¬ 
pany have agreed to buy back the entire 
quality of production for a period of 
8 years from the date of commercial pro¬ 
duction. The projea is expeaed to go an 
.stream by next month. According to 
chairman P N Devarajan, during the first 
year of production (1989-90) the com¬ 
pany expects to earn a net profit of 
Rs 2.14 crore on a turnover of Rs 7.48 
crore and could recommend a dividend 
of 15 per cent. 

Bhansali Engineering 
Polymers 

BHANSAl.l ENGINEERING POLY 
MEKS, piomoted by B M Bhansali and 
Pukhraj Bhansali in the assisted sector 
with 15 per cent equity participation of 
Madhya Pradesh Audyogik Vikas Nigam 
Limited (MPAVN), is entering the capital 
market on May 2 with a public issue of 
36 lakh equity shares of Rs 10 at par 
totalling Rs 3.60 crore. The company is 
establishing a Rs 25.25 crore project at 
C'hiitdwara. a centrally notified ‘A’ 
category distria in MP in technical col¬ 
laboration with Sumitomo of Japan foi 
the manufacture of acrylonitrile buu- 
diene styrene co-polymer resin granules 
(ABS polymers) per annum. The plant 
has an installed capacity of 6,000 tonnes. 
The plant is expected to be operational 
by November 1989. The designed capaci¬ 
ty of the plant is 7,500 tonnes and can 
be stepped up to 10,000 tonnes per an¬ 
num, with addition of minor balancing 
equipment. The company will offer a 
complete range of 109 internationally 
available grades. 

According to A S Gupta, chairman, 
the current demand for ABS is strong 
and will go up further owing to growth 
in user industries like automobile, 
telecommunication, electronics, con¬ 


sumer durables, etc. The demand is 
estimated at Rs 25,000 tonnes by 1995 
and even at that time the capacity will 
be 21,500 tonnes against the present 7,000 
tonnes. 

The pioject cost is being financed by 
the equity of Rs 7.02 croie (including the 
public issue of Rs 3.6 crore), Nocil’s 
interest-free deposit of Rs 1 crore term 
loan of Rs 16.83 crore from financial in¬ 
stitutions and bank and capital subsidy 
of Rs 40 lakh. The company has signed 
a draft agreement with National Organic 
Chemical Industries for marketing of its 
products. The company expects a gross 
profit of Rs 6.23 crore on a turnover of 
Rs 32 crore in the first year of operations. 
The full capacity will be achieved in the 
third year. 

Dewan Tyres 

DEWAN TYRLS are manufacturers of 
the ‘Usha’ brand of lyres and tubes. The 
company presently has facilities for 
production of 5 lakh tyres and 6 lakh 
tubes pel annum for scooters, motor¬ 
cycles, tractors and animal- driven 
vehicles. It is now gearing up to meet the 
growing demands for tyres and tubes for 
1 eVs, leeps, tractors, Maruti vans/cars, 
etc, and holds a IxMter of Intent for 
manulucture of 15 lakh tyres, tubes and 
fiaps for automobiles each per annum. 
The total cost of the new project to utilise 
the Ixtier of Intent is estimated at Rs 925 
lakh which is proposed to he financed by 
promoters’ equity (Rs 175 lakh), inter¬ 
nal acciuals (Rs 25 lakh), term loans 
(Rs 570 lakh) and public share issue 
(Rs 140 lakh). The project is located at 
Partapur in Meerut district. UP, 60 kms 
from Delhi. The plant has been set up 
with modern equipment procured from 
reputed manufacturers having foreign 
collaborations. The company’s turnover 
for the period October 1987 to March 
1989 was Rs 1,500 lakh. The day-to-day 
affairs of the company are looked after 
by V S Dewan, managing director. 

The company is entering the capital 
market on April 26 with a public issue 
of 14,00,000 equity shares of Rs 10 each 
for cash at par. The issue is fully under¬ 
written by the all-India financial institu¬ 
tions. ICICI, IFCI and IDBI, and the 
Pradeshiya Industrial and Investment 
Corporation of UP (PICUP). Investors 
will be eligible for tax benefits under sec¬ 
tion 80-CC of the Income Tax Act and 
exemption from wealth tax under seaion 
5(1) (xxiii) of the W T Act, 1957. The 
shares will be listed on the Bombay, Delhi 
and Kanpur stock exchange. 
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motive and the incentive system. Lest 
there be any misunderstanding, peres¬ 
troika, you and 1 will be assured, is in ef¬ 
fect a return to Marxism, did not Marx 
suggest that socialism is a transitional 
stage between capitalism and commu¬ 
nism? In such an intermediate stage, you 
should have the freedom to switch back 
and forth, and occasionally even to lapse 
into capitalism—and perhaps feudalism 
too. Thus a worker in the proper frame 
of mind for self-seeking is to be/eward- 
ed higher wages if that would boost his 
output; no limit is to be set to the size of 
income he might aspire to. The decision 
has been reached at the highest level, 
Stephen Cohen’s biography of Nikolai 
Bukharin is being publi.shed in translation 
in Moscow; the philosophy of individual 
enrichment too, it stands to reason, should 
now stage a comeback. 

A worker’s productivity is a social sum; 
you arc, Marxism informs you, the out¬ 
come of your environment; your milieu, 
the culture grafted in and the education 
you have been imparted, the skill you have 
imbibed, the attitude to work you imbibe, 
each is the product of social accumula¬ 
tion. So if a worker is able to raise his out¬ 
put, the major credit should belong to 
society, and not to the worker per se. 
Times change; given the mood of peres¬ 
troika, this particular argument will 
perhaps be dubbed as a species of .sophis¬ 
try. Therefore belter to leave that out. 
Suppose however no limits are set to the 
extra brilliant worker’s personal earnings, 
what happens to his pile of savings? There 
could be no question of sequestering this 
accumulation, the worker is henceforth 
guaranteed enjoyment of the full fruits of 
his labour. He must have the freedom, it 
follows, to invest his private surplus in a 
manner whi :h maximises his profit; no 
restrictions are going to be placed on the 
profit-making possibilities for the money 
that comes tt this new stakhanovite Does 
it therefore not follow that capitalism 
must in effect be restored in the system, 
perhaps cloa ;ed in some other nomencla¬ 
ture, privatisation of land, for instance, 
being descrilied as long-term leasing? In 
case that is what it is all about, what hap¬ 
pens to the dream of the socialist man? 
In order to save itself from being 
destroyed, should socialism then be in per¬ 
manent retreat, and in effect destroy 
itself? 

Fifty-odd years ago, decrepit capitalism, 
at war with itself, reared a brilliant young 
crop of economists who proved a point 
of ideology via their mathematics: the op¬ 
timising postulates of a free enterprise 
system—inrmite number of buyers, in¬ 
finite number of sellers, perfect mobility, 
perfect information et al—each of which 
provided the underpinning of the exploi¬ 
tation-free arcadia the Euler’s Theorem 
was commandeered to vindicate, is reali¬ 
sable only under a socialist sky. Maynard 
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Ibyties' ‘st(q>-go' engined^ notwithstan¬ 
ding, n«ne of the basic attributes of 
capitalism has changed in these past five 
decades. It retains,'and has built on, its 
quintessential heartlessness. Millions in 
country after wretched country continue 
to be denied the opportunity of earning 
a gainful living. Capitalism either could 
not care less, or does not have the capa¬ 
bility to do anything about it, apart from 
transferring, through the classic^ artefact 
of beggaring-my-neighbour, the load of 
this unemployment to other countries. 
Since each capitalist country can play this 
game, the overall burden remains un¬ 
changed. Capitalism can of course also 
strive to release an extra flow of jqbs by 
squeezing dry the hapless, defenceless 
masses in a poor, forlorn land. That, 
however, is a return to'imperialism. 

Is it more a matter of the mind then, 
an abdication of confidence, a sudden 
spread of inferiority complex on the part 
of the grandchildren of those who 
brought the revolution home? Perhaps a 
kind of ennui is at work. Those afflicted 
by it not only want to cross over to ‘civilis¬ 
ed’ and ‘compromised’ forms of struggle; 
they want to cultivate certain ‘civilised’ 
and ‘compromised* modes of thought too. 
A genre of opportunism slips into their 
reading of history. The good things they 
have inherited because of the toils and 
sacrifices through the years of war com¬ 
munism, the white terror, the challenge of 
collectivisation, thi racing-against-time 
construction of the defence arsenal, the 
war of survival against Hitler, and, finally, 
the glorious phase of post-war growth- 
including the phenomenon of leaving way 


betdiid the cairitaliiu in the mce foir nie 
conquest of space—each of these achieve¬ 
ments they have; uken for granted; each 
of these they have incorporated in their 
portmanteau of glory. But there Is a lack 
of consistency; they will not own any 
responsibility for any of history’s 
blemishes. It is only one unspeakaUe per¬ 
son, now blissfully dead for thhty-six 
years, who is to be blamed fw each of the 
mishaps of the past, minor or miqor. 
There could be no greater tribute paid to 
the memory of this man, who, retrospec¬ 
tively. is bdng burdened with the total 
culpability for all the evil deeds history 
alternately hides within itself, and alter¬ 
nately reveals. 

Since perestroika is bereft of 
significance without invocation of the 
parallel spirit of glasnost, an uncomfor- 
uble piece of statistics ke^ bobbing up. 
Till as long as that unspeakable person 
was around, the rate of economic growth 
in the fatherland of socialism far outstrip¬ 
ped the rate of growth in the most advanc¬ 
ed capitalist countries. Socialist economic 
decline really started afkr that person was 
dead and gone. Ihie; this is vulgar social 
analysis. History is determined by class 
forces, not by personalities. What does 
then one do with the other vulgarity that 
is abroad, all in the name of ‘civilised’ and 
‘compromised’ forms of class struggle? 

IWenty-odd years ago, in their zeal to 
speed up the arrival of the socialist man, 
they overdid it in China. A similar bit of 
overdoing, with the sign of direction 
changed, could make a hash of perestroika 
too. Sodalism, alas, docs not live by 
multiple choice alone. 
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Into the IMF’s Parlour Once Again 

BM 


What the finance minister termed ‘kit-culture based 
consumerism’ in his budget speech has led to a runaway expansion 
of imports leaving (he government no choice but to borrow mote 
and more heavily in the international financial markets and to 
initiate the process of negotiating another loan from the IMF with 
all the attached ‘conditionalities’. There are also fell-tale 
indications that its vulnerability on the external balance front is 


leading the government to water 
property rights question. 


INDIA has put in a strong caveat against 
being ignored in the Brady plan for ex¬ 
tending debt relief to the heavily indebted 
countries. The point that is being pressed 
with the characteristic zeal and .sophistica¬ 
tion of Indian aid diplomats is that India 
with a record of what is called prudent 
management of its foreign payments in 
the past, which has won so many plaudits 
Irom the IMF-World Bank inspectors 
themselves, should not be penalised and 
denied benerus under any debt relief plan. 
This would appear to have become an 
issue of considerable importance to India’s 
aid diplomats since the country has piled 
up a sizeable foreign debt, especially since 
the mid-eighties, which already qualifies 
it to be counted among those needing debt 
relief, even if it does not yet quite fall in 
the class of the heavily-indebted countries 
of Latin America. Till recently Indian aid 
diplomacy was more concerned with mak¬ 
ing a case to prevent any decline, relative 
or absolute, in the flow of concessional 
credits to India, especially from the IDA, 
on the ground that in spite of its economic 
progress India was still a land of the poor 
and deserved generous foreign aid for 
poverty alleviation. To this has now been 
added the no less urgent task of pleading 
for debt relief as well. 

It is no longer easy for the government 
to pursue its unconvincing attempts to 
underestimate the size of the country’s 
foreign debt and present a comfortable 
picture of the external sector of the 
economy. But a lot of tight-rope walking 
on the part of the ruling establishment will 
still be necessary on this count at a time 
when the political environment is getting 
so adverse for it and its moral-political 
authority has been severely eroded. It is 
also no surprise, therefore, that the report 
about negotiations for another loan of 
between SDR 3 billion and SDR 5 billion 
from the IMF under its extended nnanc- 
ing facility has been attempted to be 

... IBcpign^ and Political Weekly April IS 

' 'll ■ 'Cl 


down its stand on the intellectual 


denied. But the denial has been made so 
informally and feebly that it has not 
carried conviction. The position actually 
seems to be that negotiations for the loan 
are proposed to be conducted surrep¬ 
titiously, in keeping with the style of work¬ 
ing of the present government. The smart 
idea weighing with the government leader¬ 
ship evidently is that loan negotiations 
with the IMF are in any case prolonged 
and by the time the arrangement is finally 
clinched, the general elections will have 
been over. That way, it is fondly hoped in 
government circles, the second IMF loan, 
with all the conditionalities attached, will 
not become an election issue. But such 
juvenile calculations have never been 
found to work and will not work in this 
case either. 

Worslning Balance of Payments 

The balance of payments position is in¬ 
deed very bad. Exchange reserves have 
fallen to such a level that there is not 
enough in the kitty to finance even three 
months’ imports. The debt overhang, 
meanwhile, is becoming menacing. In 
desperation the government is being forced 
to raise costly commercial loans which ate 
estimated to have added up to more than 
$ 4 billion in 1988-89. The payments pro¬ 
blem in the current year is, therefore, 
going to be unmanage^le and will leave 
the government with no option but to go 
for another IMF loan and to submit to 
the conditionalities attached to such a 
loan. In any case, the government, under 
the present political leadership with its 
limited grasp of the lonjer-term implica¬ 
tions of any development, political or 
economic, is bound to plumb for soft op¬ 
tions to ease the foreign exchange crunch 
and an IMF loan will appear an attrac¬ 
tive proposition to it. India is. therefore, 
being led into the IMFs parlour once 
again as a supplicant for its benign 

.commodation. 

1989 


The deficit in foreign trade is estimated 
to have grown to the record level of 
Rs 9,000 crore in 1988-89. The government, 
however, is still persisting with its ex¬ 
travagant, elitist, import-led growth and 
modernisation policies. What is worse, it 
is trying to hide the true state of affairs 
and advance false alibis. If the finance 
minister declared in his budget speech that 
“we do not envisage any difficulty in ser¬ 
vicing our external debt’’, in its annual 
report the commerce ministry has attri¬ 
buted the rise in the trade deficit to 
“replenishment of stocks of essential 
goods depleted due to drought in the 
previous year’’. This is indeed a disinge¬ 
nuous claim to advance after a year of ex¬ 
cellent monsoons and bumper harvests. 

The import of such items as cereals and 
cereal preparations, fertilisers, iron and 
steel, non-ferrous metals, edible oils, etc, 
which are clubbed together as 'bulk im¬ 
ports’ did, it is true, spurt by Rs 1,270 
crore in the first ten months of 1988-89 
which are covered by the report of the 
commerce ministry. The import of food- 
grains accounted for hardly Rs 90 crore 
of this increase. This too would not have 
been necessary if the government had 
shown a minimal sense of responsibility 
and procured sufficient foodgrains when 
a new peak in domestic production had 
been achieved. But it chose the softer op¬ 
tion of importing foodgrains and adding 
to the import bill. It proposes to import 
more foodgrains in the current year when 
the prices of foodgrains in the world 
markets are rising, because it is not 
prepared to take the political risk of an¬ 
noying the rich farmers by procuring their 
marketable surpluses to run the public 
distribution system. The same is the case 
with the import of fertilisers even when 
large stocks of domestically produced fer¬ 
tilisers were available to meet the demand. 

Imports for the Rich 

It appears that the government is wilftil- 
ly and capriciously inflating imports— 
not only of foodgrains and fertilisers, but 
also of petroleum products and iron and 
steel. In the absence of any serious effort 
to curb the elitist demand for and con¬ 
sumption of petroleum products and iron 
and steel, these imports have to be regard¬ 
ed as ‘inevitable’, llic sharp increase in the 
import bill from Rs 18,028 crore to 
Rs 22,988 crore in the first ten months of 
1988-89 or by 27.5 per cent is, however, 
not only on account of these so-called 
essential items. Electrical machinery and 
equipment and technical services for 
turnkey construction of projects—which 
have been by and large, competitive to 
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digenous design and engiiddkig capa¬ 
bilities—have contributed to the swelling 
of the import bill in 1988-89 by well over 
Rs 500 crore. These imports have not only 
aggravated the payments problems but 
also led to underutilisation of the 
domestic capital goods industry, with 
many units in this stragetic area, in the 
public and private sectors, being dragged 
into sickness. Most stark in this context 
IS the plight of BHEL which is being 
denied orders for power plants so that its 
capacity utilisation this year is likely to be 
less than 30 per cent. 

Finally, there are the large-scale and 
costly imports for running industrial units 
set up under the proliferating foreign col¬ 
laboration arrangements, especially the 
so-called ‘sunrise industries’ producing 
automobiles, entertainment electronics 
and telecommunication gadgetry to 
satisfy what has been appropriately 
characterised even by the finance minister 
in his budget speeches as the “kit-culture 
based consumerism” of the rich. The 
result is the rising trade deficit in spite of 
the feverish export promotion drive. 

Obviously, there is no escape from ris¬ 
ing trade deficits unless dependence on 
imports, both for current consumption 
and investment, is minimised. But this is 
precluded bv the regime of liberalised im¬ 
ports geared lo satisfaction of the demand 
of the rich and to promotion ol import- 
led growth and modernisation which leave 
out of the pale of development the needs 
of the mass of the people. The notion that 
the trade and balance of payments gap 
can be taken care of by the export drive 
has been shown to be fanciful. There are, 
however, apologists of import-led growth 
and modernisation, in the government 
and outside, who argue that a rise in GNP, 
such as has taken place this year, must 
necessarily result in a fast rise in imports 
and that there is nothing that can be done 
about it except to step up exports to the 
extent possible. What is obviously missed 
in this line of argument is that if the rise 
in GNP were equitably distributed, the de¬ 
mand for imported consumption and in¬ 
vestment goods would not rise to the same 
extent. The essential consumption demand 
of the mass of the people can be met by 
optimal utilisation of domestic produc¬ 
tion capacities and expansion of these 
capacities. It is only the incomes of the 
rich and their ‘kit-culture based con¬ 
sumerism’ which generate demand which 
has to be met by direct imports or by the 
setting up of production capacities with 
a large import content. In this context the 
plea for curbing demand and consumption 
in overall terms is meaningless. What is 
really called for are curbs on increase in 
the incomes and consumption of.the thin 


upper stratum of tte poputiition. 

The policy of import-M growth is side 
by side exposing the vulnerability of India 
in the Uruguay round of GATT negotia¬ 
tions. At a recent inter-ministerial 
meeting, misgivings were expressed even 
by some senior officials in the external af¬ 
fairs ministry over the dithering by the 
Indian representatives at these talks. The 
developing countries, it was pointed out, 
were feeling let down by India’s failure 
forcefully to articulate third world con¬ 
cerns. The failure has been most con¬ 
spicuous on the question of what are call¬ 
ed intellectual property rights—patents, 
trade marks and copyrights. The d^loped 
countries have been anxious to secure 
their claims and interests in this area and 
have been mounting strong pressure on 
the developing countries to fall in line and 
subscribe to the so-called Paris Conven¬ 
tion on Patents. At the ministerial level 
meeting at Montreal a few months ago, 
the developing countries managed to put 
off substantive negotiations on intellectual 
property rights within the GATT frame¬ 
work. But they are not likely to succeed 
in doing the same at the GATT meetings 
at Geneva for follow-up negotiations. 

Givino in on Patents 

The stand that the Indian delegation 
takes at Geneva will call for close wat¬ 
ching. Grave misgivings arise on this score 
because of the present ruling establish¬ 
ment’s penchant for surrqMitious handling 
of public issues. They have been streng¬ 
thened by some tell-tale goings on within 
the administrative .set-up (inevitably with 
political backing) in regard to the handl¬ 
ing of the negotiations under the GATT 
round. When strong protests began to be 
raised not only by the patriotic intelligent¬ 
sia but also ^ enlightened, nationalist- 
minded business interests against moves 
to succumb to the demands of the 
developed countries that India join the 
Paris Convention and for revision of the 
1970 Indian Patents Act, sections in the 
government inclined to be relatively more 
responsive to these protests set up a group 
in the science and technology ministry to 
examine questions concerning intellectual 
property rights and the position of Indian 
R and D. It has now come to light that 
this group was not allowed to function at 
all and a new group was constituted under 
the auspices of the ministry of industrial 
development. This new group has, in the 
name of realism, been engaging itself in 
exploring ways of accommodating the 
demands of the developed countries by 
formulating what are called alternative 
give and take positions for the negotia¬ 
tions at Geneva on the plea that the 
developing countries, India among them. 


ate ra fhaf they can be swatted ra 
so many flies if they dare not to respect 
the wishes of the developed cquntries. It 
is also noteworthy that there has been a 
reshuffle of officials which has ousted 
from key positions those who had been 
advocating a principled stand and in their 
place those who favour what are called 
realistic positions have been asked to con¬ 
duct the negotiations. 

Baitl INC. IN WASIilNtnt)N 

More significantly .still, the Indian 
delegation, heavily weighted already in 
favour of pragmatism, was sent, in ad¬ 
vance of the opening of the GATT negoti¬ 
ations at Geneva, for bilateral negotia¬ 
tions in Washington on the i.ssue of in¬ 
tellectual property rights within the 
framework of what is known as the 
Gandhi-Reagan science and technology 
initiative. This high-sounding agreement 
on science and technology co-operation 
between India and the US was renewed in 
, October last year on condition that India 
would enter into discussions for reaching 
an accord with the US on intelleaual pro¬ 
perty rights. It would thus appear that a 
situation has been contrived for India to 
be ‘advised’ by the US on its negotiating 
brief at the negotiations m Geneva. 

The US is also pursuing other arm- 
twisting tactics. New Delhi is being con¬ 
fronted with the US trade act which pro¬ 
vides for trade sanctions against countries 
which do not respect intellectual proper¬ 
ty rights. The US administration is pro¬ 
posing to compile in the coming couple 
of months a list of countries which, in its 
view, deny effective intellectual property 
rights and India is to be put prominently 
in this list as an offending country. In the 
event of the Indian delegation failing to 
fall in line at the GAIT negotiations in 
Geneva, trade sanctions are threatened to 
be imposed soon thereafter. 

Faced with a difficult balance of 
payments position and anxious to pro¬ 
mote exports at all costs, the danger of 
the Indian government succumbing to 
these mounting pressures on the question 
of intellectual property rights has thus 
become real and .strong. With import- 
substitution losing its charm for the rul¬ 
ing establishment and import liberalisa¬ 
tion hitting hard domestic production of 
a variety of goods and services, above all 
the strategic capital goods and machine¬ 
making industries, and the opening of the 
Indian market to investment and marketing 
activities of foreign capital in general and 
the multinational corporations in par¬ 
ticular, the revision of the official policy 
on product and process patents, copy¬ 
rights and brand names has been definite¬ 
ly put on the agenda. 
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Uloney Markin lil fieW' Kegalia 


Apart from putting to use a number of the monetary policy 
devices it already has at its command, the Reserve Bank has, in its 
latest credit policy announcement, sought to impart a measure of 
dynamism to the financial system by unveiling some new financial 
instruments. 


THLctedil poluv ri'u-nll> aiinoutKed h> ihi' 
Reserve Hank ol India loi the first hall ol 
l989-9<) IS, in a inuiinei ol speaking, 
something ol a landitiaik l ot one thing, the 
monctaiy authority has shosen to put to use 
the wide aiiay ol nistiiiinciiis alieads ai its 
command I oi anoihei. an atieinpi has been 
made to add fresh diinensions to the Indian 
rinaneial system Ihrongli the inliodustion ol 
new instiumenis and iiistiiiitions. riiese 
policy measures ha\e been torniiilatod 
against the bus'kgiwund ot an overhang ol 
excess iiguidils generated :n leecnl s'cuis, the 
cuntimimg pressure on prices and the expee- 
tation ol a noinial monsoon and high agri- 
eultural and industrial produelioti. 

The basic tenets td monetary policy, ae- 
coiding to the Reserve Hank, continue to be 
suppoit lot productive aeliMty by eiisuting 
adequate credit and siiiiullaiieous contain¬ 
ment of mnaiionary picssures The package 
of measures announced iiisludes changes in 
the banks' cash reset se latio, deposit interest 
rates, selective etedil coiittol, refinance 
(acilities and nionev niaiket tales What have 
been left unchanged ate the statutory liquidi¬ 
ty talio and the structure of hanks' lending 
tales. 

The pre.seiil multiple picsenptions in 
regard to the cash icseive ratio (CRK) main¬ 
tained by the conimcicial banks as a ‘pri¬ 
mary reseive’ with tlu Rescive Bank arc 
sought to be changed into a single piescnp- 
tion. There is at piesenl a basic C'RR ot II 
per cent of the banks' net demand and lime 
liabilities (excluding H'NK and NRL liabi¬ 
lities), a CRK ol 10 per cent on the l-oreign 
Currency Non-Kesidcni (I C'NR) liabilities, 
a C'RR of 3 per cent on Non-Re.sident Ex¬ 
ternal Rupee (NKT) account liabilities and 
an additional C'RR of U) per cent on in¬ 
cremental net demand and time liabilitic.s. 
In one stroke these different tales have been 
done away with and a single C'RR at 15 per 
cent of the banks' entiie demand and liabi¬ 
lities has been prescribed for all scheduling 
commercial banks with effect from July I. 
The reason cited for this step is that of 
simplification since in any case most banks 
were already operating on an effective CRR 
of 15 per cent. However, the lower CRR rates 
on FCNR and NRE deposits were intended 
to provide an incentive to banks to canvass 
and mobilise these deposits despite the 
higher interest rales on them. Has this 
objective been abandoned? Further, the new 
uniform CRR is likely to adversely affect the 
smaller banks in the private sector which 
have a weak resource base. 

With regard to bank deposits, the 


minimum period for which a fixed deposit 
can be accepted by banks has been raised 
from 15 days to 46 days. Simultaneously the 
interest rate on these deposits has been raised 
liom 4 per cent to 6 per cent. The purpose 
of this change is stated to be to bring about 
better alignment with other interest rates. 
The Vaghul Committee had considered such 
alignment of interest rales as an essential 
prerequisite tor the launching of ‘certificates 
of dcposit.s', which liave now been introduc¬ 
ed. In any case, deposits with a maturity of 
less than six months are less than 3 per cent 
of the banks' total deposits. With the aboli¬ 
tion of the celling on the inter-bank call 
nioiiey rale, the call money rale lias now been 
completely freed. 

Measures calculated to alter the structure 
ol the financial markets are the introduction 
of the ‘certificates of deposits’ (CD) and of 
‘commercial paper’ (CF) as well as the initia¬ 
tion of factoring services, as recommended 
by the Working Group on the Money Market 
and the Study Group on Factoring Services 
CD is nothing but a document of title to a 
time deposit, but CD is freely transferable 
and thus would enjoy high liquidity. The 
purpose of introducing it is to widen the 
range of money market instruments. Only 
scheduled commercial banks, excluding the 
regioiidl raral banks, will be eligible to issue 
CD, in multiples of Rs 25 lakh subject to 
the minimum si/c of an issue being Rs 1 
ciorc. The maturity period would be between 
<)l days and one year and the discount rate 
would be freely determined. In the nature 
of things, this deposit substitute would be 
availed of only by large corporations and a 
few other institutions. Whether or not CD 
would be attractive enough to replace inter¬ 
corporate lending, which has become highly 
lucrative in the recent period, and thus pre¬ 
vent financial disintermediation time alone 
will prove. But two factors that may come 
in the way of the success of the CD are the 
stamp duty requirement and the restrictions 
placed on banks in regard to grant of loans 
and on buying back their own CD. Further, 
the Reserve Bank does not seem to have fac¬ 
ed the issue raised by an earlier working 
group that CD might promote fictitious 
transactions. 

CP is an unsecured promissory note sold 
by the issuer to investors or placed by the 
borrower through agents such as merchant 
banks and security houses. CP involves the 
securitisation of short-term borrowing, ob¬ 
viating the banking system’s intermediation 
function. Elsewhere commercial paper has 
*'-.n used by industry and business to 


entinieg^ 
use by large 
finance companies and commercial bank 
holding companies. Instead of offering 
stated amounts of paper of different 
maturities, these companies quote rates on 
different maturities and let the buyers take 
whatever quantities they want to. 

The distinguishing features of CP, as it is 
proposed to be introduced here, is that only 
companies which have a net worth of at least 
Rs 10 crore and permissible bank finance of 
at least Rs 25 crore and which are listed on 
the stock exchange will be permitted to issue 
CP; the issuing compay would also need to 
obtain every six months excellent ratings 
from a ciedit rating agenL 7 approved by RBI; 
the maturity period of CP would range from 
VI days to 6 months; and, finally, CP would 
be i-ssued in multiples of Rs 25 lakh with the 
minimum .sire of an issue being Rs 1 crore. 
CP would be issued at a discount to face 
value and the rate of discount would be free¬ 
ly determined. CP would be freely trans¬ 
ferable by endorsement and delivery. Com¬ 
mercial banks are not permitted to under¬ 
write or co-accept the issue of CP. CP will 
be subject to stamp duty requirements. 

The issue of CP would lead to the 
securitisation of the asset portfolios of 
banks and financial institutions. Since the 
discount rate on CP would be freely deter- ^ 
mined, large companies would attempt to get 
favourable rates, perhaps below the banks’ 
floor lending rate. CP would thus circum¬ 
scribe the coverage of the Reserve Bank’s 
interest rate stipulations. CP would also 
enable large borrowers to avoid the rigours 
of credit appraisal by banks, such as still 
exist. The provisions enabling free transfer 
of bank accounts and the limit placed on 
banks’ exposure to individual borrowers or 
borrowers belonging to the same business 
house might place large borrowers in a 
strong bargaining position. 

The decision of the monetary authorities 
to initiate steps for establishing domestic fac¬ 
toring services to start with and on a full- 
fledged basis subsequently may have some¬ 
thing to commend itself. Factoring is an ar¬ 
rangement by which the factor purchases on 
a continuing basis the debts of suppliers of 
goods and services to business consumers. 
The function of the factor is to relieve the 
suppliers of administrative and sales collec¬ 
tion tasks. The factor provides the service 
of (a) debt collection, and (b) immediate 
payment against sales invoices. This service 
could prove useful to small-scale units which 
have been facing liquidity problems because 
of their inability to effectively collect their 
dues from medium and large industries. 


When cot responding with the 
Circulation Department, subscri¬ 
bers are lequested to mention their 
subscription numbers. 
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^olenra «^iirpiirid> in Jammu 
and Its Aftermath 


MadDia Kidnnr 
Smitu Kothari 


The lesson of the communal riots in Jammu in mid-January is 
that even when relations between communal groups have been 
cordial for generations, serious trouble can break out due to the 
special interests of small groups and the abdication of 
responsibility by the administration and the political leadership. 
This is a grim lesson for the whole country. 


ON January 13,1989, Jammu witnessed an 
outbreak of muidaous communal violmce; 
on the eve of the birthday celebrations of 
Guru Cobind Singh. All the 14 who died 
were Sikhs. Three gunidwaras and one 
Hindu temple were damaged. Several shops, 
scooters, cars and an elearkity substation 
were set on fire. The burnt shops, vehicles 
and scooters bdonged to both the immuni¬ 
ties but most of the looting was directed at 
Sikh shops and property. 

In the first week of February, two of us, 
.representing Nagrik Ekta Manch, went to 
Jammu to investigate. We were surprised to 
find that despite the obvious communal 
character of the killings and arson, the city's 
population retained a degree of intetcom- 
munai respect unusual for a city which had 
witnessed a major communal massacre. One 
could not help but make comparisons with 
the much more vitiated atmosphere in Ddhi 
of November 1984, Meerut of May 1987, or 
Ahmedabad of the various conflagrations 
through the 1980s. 

The situation in Jammu was significantly 
diffoent. First, ordinary Hindus reacted 
spontaneously by coming to the rescue of 
-bdeagueted Sikhs. Second, despite repercus¬ 
sions of terrorism in the neighbouring Pun¬ 
jab and of events in the Kashmir region and 
the near-total collapse of any political 
leadership committed to help defuse crises, 
even a single determined individual like 
.Bait^ Puri was able to begin building 
bridges because representatives of the two 
communities were relatively willing to come 
together for a dialogue. 

ORIGINS OF Violence 

Daditionally, the dty of Jammu, like most 
other north Indian cities with a mixed 
Hindu-Sikh population, practises a good 
deal of mutual co-operation in aimually 
celebrating the birth^y of Guru Gobind 
Singh. Though the Shiromani Gurudwaia 
Prabandhak Committee takes primary 
responsibility for the procession. Hindus too 
' see it as their celchretion because Guru Go¬ 
bind Singh is seen by both Hindus and ^hs 
as a defender of HMus. in Jammu, the pro¬ 
cession starts from gurudwara Bibt Chand 
Kaur at one end of the city, and wends its 
way through the .predominantly Hindu 


markets and residential areas. Several 
markets en route have a reception commit¬ 
tee and the residents, traders and 
shopkeepers, most of whom are Hindus, put 
up welcoming banners, arches mAjhandis. 
Members of each reception committee; along 
with several residents and shopkeepers walk 
with the procession to the point where the 
next reception committee takes over. 

Many of the Hindu traders we met 
asserted that since 1984, they have been 
celebrating Gurpurab with greater vigour, as 
part of their effort to keep Jammu free from 
Hindu-Sikh tension. Aixording to Vinod 
Awasthi, general secretary. Federation of In¬ 
dustries and Commerce; Jammu province, 
there are only two Sikh shops and one 
gurudwara in Raghunath Bazar where he has 
his shop. The gurudwara he says, is sacred 
to all of them. “After the tension in Pun¬ 
jab. we tried to improve the atmosphere in 
our city and celebrate Gurpurab with even 
greater enthusiasm to avoid any disturbance 
of communal harmony. As part of that ef 
fort we put up lights (deepmala) for three 
days during the Gurpurab, plus the usual 
welcome arrangements for the procession” 
In their account of the welcome prepara¬ 
tions, members of the Federation of In¬ 
dustries and Commerce and local traders’ 
association mentioned that banner raising 
and other such arrangements were made at 
the last minute; while the procession was on 
its way. The Hindu merchants’ version was 
that this happened because the procession 
came 15 minutes earlier than usual. But the 
Sikhs say this was not the way arrangements 
were made formerly. They conceded that the 
scale of decorations was limited and smaller 
than usual as the procession arrived 15 
minutes earlier than expected. Many Sikhs, 
however, suspected that the lack of the usual 
warmth in the reception might not have been 
unintentional. 

There was a degree of tension in the town 
this year, following the hanging of Satwant 
Singh and Kehar Singh. A nationwide red 
alert had been sounded, and hardliners from 
both communities expected trouble Local 
Shiv Sena leader Ashok Gupu said in a 
press statement that he had warned the 
authorities two days before the procession 
of Hindu resistance if "undesii .4>le slogans" 
were raised. 


There ire coniRi^:!^ vernons of the like 
of the procession this year. EttimUes vary 
from 10,000 to 20,000 people A huge 
number of the processionists were women 
and children. Among the children, very 
many were from Hindu families, because in 
most of the Sikh-run schools Hindu students 
are in a majority. Seventy-five per cent of 
the children in the Gurmat Kanya Rsthshala, 
for instance, are Hindus. The presenc^f a 
targe number of Hindu and Sikh childien 
in the procession indicates that neither of 
the two communities anticipated vridespread 
violence. Most of the processionists the 
entire route. Each school and locality group 
is represented in a jatha. Interspersed bet¬ 
ween the jathas are a few vehicles, including 
tractors, trolleys and a few open trucks. 
Some of the jathas, especially those from 
farfl'ung areas, come in these vehicles, sing¬ 
ing shabad kirtan. 

The ostensible reason for the attack on the 
procession was the “objectionable slogans” 
raised by a part of it and the presence of a 
tractor-trolley with a large banner carrying 
the pictures of Satwant Singh and Kehar 
Singh. Between the pictures were the words 
“Pehlan maran kabool kar jeevan di chadd 
aas” (“Be prepared to accept death; give up 
hope of lifO followed by a slogan: “Shahi- 
don ki chitaon par lagenge har baras mdtt/ 
wattan par mitne walon ka yahi baqi niihan 
hoga” ("Annual foirs will be held at the mar¬ 
tyrs’ pyres/This will be the ony symbol of 
those who sacrifice themselves for the coun¬ 
try”). Several Hindus maintain that ‘antiiu- 
tional’ slogans were being raised from this 
trolley. Some witnesses said they could hear 
only the chorus of ‘muidabad’ or ‘zindabad’ 
to each slogan, but the voice that led the 
slogans was so muffled that they could not 
make out what the target of these cries was. 
Some allege thm Khalistan was being hail¬ 
ed, others that Satwant Singh and Kehar 
Singh were being hailed as martyrs. 

However, Hindus, Sikhs and the police 
agree that at the start, when this trolley ap¬ 
peared. the Gurudwara Committee memhm 
succeeded in getting the banner removed 
with the help of the police. Several Sikhs ad¬ 
mit that the slogans for Khalistan, Satwant 
Singh and Kehar Singh were raised. Most 
eyewitnesses including a police officer con¬ 
firm that an dderly Sikh leader made an an¬ 
nouncement over the loudspeaker that no 
slogans other than those relming to the oc¬ 
casion of Guru Gobind Singh’s birth anni¬ 
versary were to be raised by processionists. 
He managed to get the ‘zindabad’, ‘mur- 
dabad' slogans stopped. But, after the pro¬ 
cession got underway, the baimer was again 
unfurled «uid, according to some; the slogans 
were resumed. 

Within a few minutes of the procession’s 
start at 11.45 am, rumoun started spreading, 
with each successive wave sounding more 
distorted and maggerated, that anti-national 
slogans were being shouted and that mili¬ 
tant Sikhs were going to attack Hindu pro¬ 
perty. A luge number of Hindu shopkeepers 
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in the Jain Bazar and Purani Mandi, the two 
most congested areas, pulled down their 
shutters; some of them out of protest and 
others out of fear of trouble from a fall-out 
of a clash between processionists and the 
Shiv Sena workers. The presence of a large 
number of women and children in the pro¬ 
cession did not deter them from closing their 
shops. Many Hindus complained of provo¬ 
cative speeches being made in the procession 
including those made by a Sikh woman and 
a Muslim poet. 

Comrade Sukhdev Singh (37-year-old) 
narrates; “There was a peaceful crowd of 
about 2,000 Hindus at Raghunath Bazar, 
after the proce.ssion had left. A group of 
Sikhs (not part of the procession) came 
towards them, shouting peace slogan.s such 
as “Hindu Sikh jo ladaya voh desh ka bairi 
hai/Hindu Sikh Musalman ittehad zin- 
dabad” (“Anyone who instigates Fights bet¬ 
ween Hindus and Sikhs is an enemy of the 
country"). 

A few Sikh representatives approached a 
group of Shiv Sena men led by Ashok Gupta, 
pleading with them not to let the long tradi¬ 
tion of co-operation be disrupted. At this, 
a few Hindu shopkeepers began raising their 
shutters. But according to some eyewitnesses, 
“the Shiv Sena people dissuaded them and 
they lowered the shutters once again. Before 
the Sikh representatives could return to the 
procession and attempt to divert its route, 
a point of confrontation had already been 
reached!’ 

Between 11.45 am and 2 pm, several phone 
calls were made to the police by ordinary 
citizenvboth Hindu and Sikh, as well as by 
some police officers on duty, informing the 
control rooms of the possibility of a distur¬ 
bance caused by the 'provocative' banner, the 
downing of shutters in bazars, as well as the 
wild rumours that were circulating. However, 
there was no response. Soon after, along with 
the collapse of the entire law and order and 
administrative machinery in the city all 
telephone lines also went dead. Mysteriously 
the transformer at the city’s power house 
also burnt down at the same time leading 
to a city-wide power failure. From 12 noon 
onwards, a large number of shops downed 
shutters. Many people had started collecting 
on the streets and rooftops. 

Authoritative sources told us that even 
before the procession started, an intelligence 
report on the controversial banner and the 
challenge issued by Shiv Sena leaders had 
been flashed to senior officials. In addition 
to citizens’ requests for help and intelligence 
reports, some policemen on duty also called 
the control room. One such policeman was 
SI Kanwal Sharma. DSP Inder Mohan 
Bakshi called in requesting the presence of 
SSP Gill and asking for additional forces. 
Some of the.sc calls were made in the 
presence of local citizens. For example, at 
12 noon, the DSP used the phone in a local 
shop (S C Sharma, Drapers and Ihilors) on 
Link Road to call the police control room. 
Fifteen minutes later, the ASl used the same 
phone, followed at 12.30 by another call 


ftom the same phone by an intelligeiKe per¬ 
son. That is, within half an hour, before the 
violence erupted, at least three separate 
messages were sent by officiab to the police 
control room from one shop alone request¬ 
ing pre-emptive measures. But nothing was 
done. 

The Conflaoration 

The procession had covered almost three 
quarters of its route before the trouble 
be(an. When it came towards Purani Mandi, 
people both within the procession and out¬ 
side of it began to sense trouble. The pro¬ 
cession was encountering closed shops in¬ 
stead of reception committees. The banner 
extolling Satwant Singh and Kehar Singh as 
martyrs had been unfurled a little earlier. 
NeitW the police nor the leaders of the two 
communities intervened to have it taken 
down as thqi had previously done. 

Several senior police officials including 
DIG S S Ali were present at the entrance to 
Purani Mandi. Some local residents and 
police officials urged Ali to stop the proces¬ 
sion or to get its route altered. I^t the police 
stood and watched as though they were 
merely spectators. When we asked Ali why 
he took no pre-emptive measures, his res¬ 
ponse was “our intervention might have led 
to the processionists or the other side hav¬ 
ing a confrontation with the police”, imply¬ 
ing thereby that they preferred the two com¬ 
munities to fight it out with one another 
rather than that the police should take any 
risks itsdf in order to avert intercommunity 
violence 

As the procession entered Purani Mandi. 
stones and soda water bottles were thrown 
on the processionists from rooftops. This at¬ 
tack from above threw the procession into 
utter chaos. Thousands of people tried to 
escape simultaneously from the congested 
bazar, through the otily two available nar¬ 
row outlets. Infuriated ^ the violent disrup¬ 
tion of the procession, retreating Sikh men 
began to damage and destroy whatever they 
could. Mobs of both communities set several 
vehicles on fire. A congested complex of 


Khokhat'was also burnt down. 

The chief minister, Farooq Abdullah, re¬ 
mained oblivious to the escalating conflict. 
Till 12.13, he was addressing a press con¬ 
ference, and subsequently, he went to attend 
a feast organised by the Saini Biradari Bhan- 
dara at the secretariat. It was only around 
2.30 that he came to know that “some distur¬ 
bances” had taken place. The Director 
General of Police was with Farooq at this 
time as was the DIG (counter intelligence). 

There ate several noteworthy features of 
this conflagration; 

1 While the intelligence officials exercis¬ 
ed due caution by reporting on the mobilisa¬ 
tion in each Sikh settlement before the pro- 
ces.sion, the police were surprisingly lax. This 
is all the more worrisome since there was a 
national ted alert following the hanging of 
Satwant Singh and Kehar Singh. Permission 
for the procession had been acquired two 
days in advance. Despite this, the police ban- 
dobast was woefully inadequate. Even after 
a DSP and an ASl called the control room 
requesting reinforcements, after intelligence 
reports anticipated tensions and had re¬ 
quested intervention (particularly between 
12-12.30 pm), after SI Kanwal Sharma and 
DSP Inder Mohan Bakshi called the con¬ 
trol room and asked SSP Gill to mobilise ad¬ 
ditional forces, ajtd even after dozens of 
citizens of Jammu informed (or tried to in¬ 
form) senior administrators and police of¬ 
ficials of the possibility of a conflict—in 
spite of all this, the police remained either 
critically absent from the sites of conflict or 
were passive spectators to the arson and 
looting, or in a few scattered cases, abettors 
in the looting. Additionally, once permission 
for the procession had been granted the ad¬ 
ministration had the legal responsibility to 
protect it. 

2 Even in areas where the procession was 
attacked, thousands of Sikhs, especially 
women and children, were given shelter in 
Hindu homes, and k^t there safely till the 
curfew was lifted (up to four days). Unlike 
in other riot situations, rioting groups did 
not dare insist that the sheltered victims be 
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hkiiM dver to the rioters. TI>is:sMioiws that 
there was no widespread consensus among 
the Hindus in any part of the city to attack 
or disrupt the procession. The violence 
seemed to be the handiwork of a small group 
of rioters who did not command deep sym¬ 
pathy in the area. 

3 The procession was attacked in the most 
congested, narrow-laned parts of the city. 
This could well have become a death trap 
for the proccssionist.s. The death toll could 
have been much highei Hut not even one 
person was killed at this spot, or in any of 
the other areas through which the proces¬ 
sion retreated. 

4 There was no tacc-to-face confrontation 
between Hindus and Sikhs because the at¬ 
tack came from rooftops. Sikhs could not 
go up after the pelters because these were 
Hindu neighbourhoods, not did the at¬ 
tackers come down. 

5 The presence of large numbcis of Sikh 
and Hindu women and children in the pro- 
ce.ssioii IS an indication that the Sikhs and 
most tiindus had not come seeking a fight. 

6 [Jespite the fact that .some of the pro¬ 
cessionists carried their traditional swords, 
as IS the cu.stom in such processions, no Hin¬ 
dus were killed. Nor were any serious injuries 
to Hindus reported, in all, 133 people were 
taken to hospital; of them 115 were Sikhs. 
Most Hindus were discharged after primary 
first aid. All the people with grievous or even 
semi-serioiis injuries were Sikhs. 

7 Although Sikhs destroyed many vchicie-s 
and burnt a few- shops, no widespread 
looting or arson of Hindu shops took place. 
This was despite the fact that several thou¬ 
sand Sikhs were present. This suggests that 
processionists were retreating in anger and 
panic, rather than acting like people who had 
come prepared for an offensive battle. 

8 The general opinion in Jammu was that 
the All India Radio played a surprisingly 
constructive role. The hourly bulletins, 
which were factual and balanced, shunned 
sensationalism. An instance of this was the 
importance given to the report that ten Na¬ 
tional Service Scheme volunteers, inciden¬ 
tally ail Hindus, donated blood for those 
injured. 

9 Many of the injured Sikhs as well as 
those who had lost family members narrated 
stories of how they were saved by Hindus. 
Some were carried to hospital or to their 
homes even while the attack was in progress. 
Many received shelter in Geeta Bhawan and 
in the Rajput Sabha building. The 60-year- 
old Sardar Bhagat Singh of Gol Oujial, who 
works in the electricity department told us 
how, after he was left as dead, he was car¬ 
ried to the hospital by some “god loving 
lala”. There were many stories of thou.sands 
of Sikhs being given shelter in Hindu homes. 
This, more than anything else, has prevented 
communal mistrust and hatred from solidi¬ 
fying. One example of such a story which 
has assumed near-legendary proportions is 
that of 17-year-old Daljeet Singh of Gol 
Gujral. 


lie was seriously injiired and the atucfcers 
left him after presuming that he was dead. 
The story going the rounds was that he was 
physically carried home by a ‘sadhu’, who 
walked miles carrying this grown up boy and 
deposited him in his sister’s house. He left 
his blanket with which he had covered the 
boy and is supposed to have mysteriously 
disappeared thereafter. Later, it was found 
that when the boy mentioned 'sadhu' it was 
not an ascetic he was referring to, but the 
name of the man who had carried him 
home. The man turned out to be the Hindu 
owner of a tea stall near the bus stand. 

Some Sikhs recounted stories of how Hin¬ 
dus had helped to combat looting and arson 
of Sikh establishments. A Sikh shopkeeper 
who, after witnessing a substantial part of 
the clashes, sought shelter in the house of 
Jasbir Singh, principal of a Sikh college, nar¬ 
rated the following incident. Some Sikh 
shops in K C market area were looted, and 
the goods were being carried away by some 
women. On the request of the Sikhs, some 
other Hindu women went and brought 
goods back and deposited them in Jasbir 
Singh’s house. He then rang up the loca! ASI 
and informed him that some of the looted 
goods had been recovered by the women of 
his neighbourhood and were kept in his 
house. Despite such widespread shows of 
concern, the violence of that day resulted in 
14 deaths. The nature and location of these 
murders provides clue to the real nature of 
the violence. 


THi£ KILI INGS 

A sizeable proportion of the fleeing 
crowds attempted to make their way to the 
main bus stand at the B C Road. From there; 
they hoped to take buses to get back home, 
to their villages. It is here that a group of 
bus drivers, conductors and cleaners lay in 
wait. Armed with long metal rods and 
similar weapons, they set upon individual 
Sikhs who got separated from the main 
crowd. It is suspected that they were mobilis¬ 
ed by some Shiv Sena supporters. Had such 
a group of attackers confronted the main 
body of the procession they would, in all 
likelihood, have met with retaliation. But, 
individually fleeing Sikhs, after the proces¬ 
sion had dispersed in panic provid^ easy 
targets. Some tried to take shelter in the 
vegetable fields near the bus stand. They 
were dragged out and brutally assaulted. 
Many of those who miraculously escaped 
with their lives narrated that they could iden¬ 
tify the attackers. 

A Sikh teenager who was left for dead 
after being assaulted told us that in respdnse 
to his question as to why they were out to 
kill him the attackers said: “1b hi vadda hoke 
sadi kaum no vakhta pana hai’’ (“Kids like 
you will grow up to create problems for our 
community"). Others narrated how some of 
the Bagdis trom nearby jhuggi-jhoupris join¬ 
ed the attackers, looted the injur^ Sikhs, 
and in some cases, took away even their 
clothes. 


The uniformity in the pattern and itidile 
of attack and the fact that almost all deaths 
and serious injuries occurred around the bus 
stand indicates that the violence was not the 
result of spontaneous anger bui part of a 
planned conspiracy by a small group. One 
cannot prove that they enjoyed high political 
patronage. But the way the police stood and 
watched while Sikhs were being murderously 
attacked shows the connivance, if not in¬ 
volvement, of the administrative machinery. 
Between 12 noon and 5 pm, for about five 
hours, the entire administration went into 
a deliberate collapse and began to take ac¬ 
tion again only when the worst was over. 
Both Hindus and Sikhs agree on this. 

All those who died or were injured had 
been hit with iron rods on the head. None 
of this slaughter was the result of an angry 
confrontation between the two groups. The 
attack at the bus stand was meant to kill 
Sikh.s. It was obviously the work of a deter¬ 
mined group. While many of the Sikhs who 
suffered minor injuries preferred to get home 
and then get treated by local doctors, many 
of the seriously injured were taken to 
hospital--not by the police, but by ordinary 
citizens. 

However, even the sanctity of hospitals 
was not respected. In the SMGS hospital, 
which is not far from the scene of the at¬ 
tack, some of the injured were attacked by 
gangsters. Surinder Singh who was getting 
his wound stitched, was stabbed while he was 
on the operating table. Jasbir Singh, deputy 
superintendent of the same hospital, was 
also manhandled. Some of the doctors were 
harassed and prevented from treating the in¬ 
jured. But the attack on the hospital was not 
as determined or as brutal as similar attacks 
in Ahmedabad, where injured Muslims were 
killed in the hospital premises. 

A major confrontation was also about to 
take place in the predominantly Sikh colony 
called Nanak Nagar. If it had not been for 
the efforts of Jammu’s most well known 
academic and social worker, Balraj Puri, this 
clash would have most likely turned bloody. 
He stood between the two groups, offering 
his own life before others were taken. Several 
policemen stood quietly as spectators. Balraj 
Puri, through his persuasion, had almost 
succeeded in forcing the crowds to retreat, 
but police mishandling led to the death of 
one person. A young Sikh thrust himself 
ahead of the Sikh crowd waved his arms, and 
shouted at the police: “Kill me, if that is 
what you want!’ The police at first ran in 
panic, then collected and fired straight at the 
boy, killing him on the spot. 

liie body was taken to the police hospital 
where a postmortem was performed which 
declared that the boy died of a heart attack. 
The Sikhs had earlier set fire to two Hindu 
shops on the edge of Nanak Nagar. 

Systematic arson, looting and physical 
assault subsided around 6.30 pm, but tension 
and sporadic incidents continued. The focus 
of concern among the Sikhs shifted to 
locating their missing family members. The 
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Spirit of the people of 
Gujarat sustained the 
march of progress 
despite three 
consecutive years of 
severe drought. 













eflbdtivcly dcphq«d until CtJ& pin. Curfew 


‘ titwiueilHiiitedr - ■ - —■ 


dHvtatjjriHkhsiraie stopped neirCin^- 'i 


wu damped on the entire dty at 6 pm. This 
made the search for those who had not 
returned home an impossible task. The 
magnitude of concern can be gauged from 
the fact that apart from those killed and 
injured, more than 2,000 people were given 
refuge in Hindu homes and institutions like 
temples and dhatamshalas. 

Over a hundred men had been beaten up 
by gangster groups at the bus stand between 
3 and S pm. Nine died on the spot and two 
succumbed to their injuries later. Four others 
were airlifted to Chandigarh in a precarious 
condition and there underwent brain surgery. 

Continuing Apathy and Tension 

The way these four were treated tells its 
own tale of government callousness. On 
January 25 they were asked to leave PCI 
Hospital, Chandigarh a week after brain 
surgery. No arrangement was made for thdr 
safe transport to Jammu. The four families 
at thdr own expense hired a private bus and 
brought these ideally ill men back to Jam¬ 
mu. Some money was sanctioned for the 
return of these four but it reached too late. 
It has now been lodged witi. the Chandigarh 
Prabandhak Committee One of the injured, 
55-year-old Hire Singh, died the next day. 
Apart from post-operational complications, 
he contracted pneumonia. The condition of 
the other three when we visited them on 
February 2 was heart-rending. 24-year-old 
Surinder Singh lay unconscious. Whenever 
he regained consciousness, he tried to run 
in fear and panic 17-year-old Satinder Singh 
had regained only partial consciousness. 
32-year-old Nirmaljeet Singh was in a coma 
with a blood clot in his brain. He had lost 
one eye and his ribs were broken. He too, 
succumbed to injuries. These families had 
been given Rs 3,000 each by way of compen¬ 
sation. They had to purchase even medicines 
from their own pocket at Chandigarh. 

Families of the deceased also had harrow¬ 
ing tales to tell. Sardar Kirpal Singh’s son 
Natdeo Singh, who had just completed his 
class 10 exam, did not return on January 13. 
“We tried to go and search for him the next 
day but rite military did not allow us to move 
out. On the ISth we insisted on going to the 
police station and getting them to lodge an 
FIR for oiir missing son. We told them they 
should either give us a curfew pass so that 
we could ourselves search for our son, or at 
least let us go and see the dead bodies kept 
at the police lines. When we were permitt^ 
to visit the police lines, we were utterly 
shocked to see the condition of the body. ^ 
demanded that the body be handed over to 
us so that we could at least perform the last 
rites. I have served in the p(^ for 30 years. 
Ibt, they refused to hand over our son’s dead 
body to us. They had taken off his clothes 
before the postitKMiem. I tore my turban and 
covered him with it. Then we bought a sheet 
from the police canteen to put over the body. 
They did not even allow us to put proper 


Sardar Baivnnt Singh, whose la-year-old 
son Balkar Singh was also killed, had a 
similar story to tell about the cremation of 
his son's b^y. Only one member of the 
family of the deceased was allowed to attend 
the cremation. Even Balraj Puri a man 
respected by all shades of opinion for his 
sodal and political work in the region, was 
doiied permission. 

One of the most noteworthy features of 
the Jammu riou is that both communities 
attribute them to similar causes. First, they 
agree that the feilure and mishandling by the 
police and administration led to the easily 
avoidable outburst of violence. Second, they 
agree that the killings were not the result of 
a whole community’s attack on the other, 
but were masterminded and co-ordinated by 
a small minority of hoodlum gangs. This 
distinction between the killers and most 
Hindus prevented the same degree of 
polarisation and communication breakdown 
from taking place as are witnessed in many 
other cities where communal violence has 
erupted in recent years. A number of police 
and intelligence personnel also agree with 
this version. 

DIG Ali gave us a rather confused version 
of the killings. He was not willing to admit 
that all the 13 Sikhs died on the 13th. He 
made it appear that only a couple of deaths 
took place that d^. In fact, it was with great 
difficulty that he admitted to a total of 13 
deaths. He also tried to indicate that an 
equal number of Sikhs and Hirulus had died. 
He claimed that because some of the Sikhs 
from the procession were running away, arm¬ 
ed with swords, they may have appeared 
menacing to some Hindus, or may even have 
attacked some Hindus. In his version, the 
killings of Sikhs nu^ thus have perhaps been 
a retaliation occurring in skirmishes between 
Hindus and Sikhs. 

That there was plaimed co-ordination by 
gangsters is, however, borne out by the 
following additional facts. Stray attacks on 
Sikhs continued even after January 13. 
These seem to be deliberate provocations by 
hired miscreants. IWo Sikh boys were stabb¬ 
ed when returning hmne from a tuition class 
on January 28. There was another stabbing 
incident on January 30. Around this time, 
some Sikh truck drivers were beaten and 
badly iqjured. 

Attempts are also being made to spread 
communal tension in ndghbouring villages 
and towns. Sikhs allege that Shiv Sena is sen¬ 
ding propaganda vaiu to villages, resulring 
in Sikh truck drivers being stopped and 
beaten. On the 14th, there was an outbreak 
of violence in Udhampur. Eight or niiM Sikh 
shops were burnt down and Skhs allege that 
as in Jammu, police connived or partici¬ 
pated in the looting. The same day, half a 
dozen Sikh shops were looted in Akhnoor. 
Curfew was imposed for three to four days. 
When it was lifted, there was a bomb blast 
in Pootrch which is seen as an attempt to 
create panic thoufji it is not known who was 
responsible for it. On the 27th some trucks 


pur by the Shiv Sena workers on the susiH'^ : 
cion that the cows carried by them were 
meant for slaughter in Srinagar. The govern¬ 
ment, on the other hand, maintains that the 
cows were being taken under a duly sanc¬ 
tioned permit for distribution among 
villagers under the rural development 
programme. 

The Sikhs allege that the dirvers were 
beaten up because they refused to pay bribes. 
One truck was burnt there and the rest were 
driven to the city of Udhampur and burnt 
there in full view of the public. The ad¬ 
ministration did not intervene to prevent 
these blatant acts of violence. Curfew was 
imposed only after the damage was done. 

\bt the breakdown of communication bet¬ 
ween Hindus and Sikhs was much less 
serious than in many other cities. 

government Restonse 

The state government’s handling of the 
crisis gives the impression of covert protec¬ 
tion being given to the rioters. Even after the 
individuals responsible for instigating and 
leading the attacks were named in statements 
given to the police, the police registered all 
the cases as ‘mob violence’. Following strong 
criticism of this mishandling, 150 persons 
were arrested. But, after a two-day hartal to 
protest against these arrests, most of the 
arrested were.released unconditionally. This 
happened at Udhampur too. 

The divisional commissioner, N R Gupta, 
told us that he agreed to release those ar¬ 
rested “as people came and told me that they 
were innocent’’.He asserted that once the in¬ 
quiry implicates the euilty, “the administra¬ 
tion will deal with them sternly”. Despite eye¬ 
witness accounts and FIR reports identifying 
some of the killers, no arrests have yet been 
made under Section 302. 

Gupta, who as divisional commissioner 
bears substantial responsibility for the 
events, was a picture of contradictions. On 
the one hand, he strongly defended the ad¬ 
ministration and the “alacrity with which 
they brought the situation under control’’. 
On the other, he indicated the administrative 
breakdown when he himself volunteered that 
there “was a failure of the system. There is 
a need for a total overhaul of the system” 
He also asserted that the administration was 
independent of the politicians, and then, a 
few minutes later, decried the interference of 
“many in power’’. 

Communication along the chain of com¬ 
mand was snapped without rapid attempts 
to reestablish them. Incredibly enough, the 
administrative breakdown was grimly under¬ 
scored by the chief minister himself. In a 
meeting of citizens a day after the riots, he 
angrily a torted, “So what do you want me 
to do? Put everyone on the guillotine? 1 only 
came to know at 2.30 pm when I saw smoke 
from my window. I tried to telephone: It was 
dead. The wireless was not worldng. This ad¬ 
ministration is rusted. I still tried to bring 
the situation under control in two hours!’ 

A day after the riot, Farooq announced 
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tiietqy cof itinues to pose a 
rhallenge wtiich will tax our 
ingenuity, skills and resources for 
many years to come 
Conservation of conventional 
sources of energy Developing 
and harnessing new sources of 
energy Efficieiit use and 
management ol energy. 

Dasturco is dedicated to these 
tasks. On all proiects handled by 
It. Dasturco incorporates several 
design features to optimise 
energy use. to reduce its 
consumption and costs, and to 
recover/use waste energy. 

o Choice of energy efficient 
process/equipment 


□ Installation of energy saving 
equipment/devices 

□ Waste heat recovery/use 

u Energy audit 

instrumentation/controls 
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a Cascading energy application 
ri Co-generation 
11 Use of new energy sources 

Dasturco has successfully 
incorporated these 
energy-efficient techniques in 
several projects, Not only in large 
projects like Visakhapatnam 
Steel Plant; TISCO modernisation/ 
expansion; Rourkela Steel Plant 
modernisation; Sunflag Iron and 
Steel etc in India; and Misurata 
Iron and Steel Complex in Libya, 
Also in vanous projepts, large 
and small, in the power, chemical 
and other energy-intensive 
sectors. 
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Supnne Court to appoint a letirtd judie 
to head an enquiry conunisiion to investigate 
the riots. This was not done. Instead, he ap¬ 
pointed M R A Ansari, retired chief justice 
of the Andhra High Court who had also 
been a judge in J and K, to head the enquiry. 
The independence of the commission is in 
doubt as Ansari is already enquiring into 
another incident in J and K—a pipe scan¬ 
dal in Anantnag district. Addition^ly, the 
opposition has decided to boycott the en¬ 
quiry demanding that the commission 
should be headed by a sitting judge. The 
Sikh leaders have welcomed the commission 
as it is headed by a Muslim, supposed to be 
neutral between Hindus and Sikhs. 

The central government has often made 
it appear as if Jammu, on account of its pro¬ 
ximity to Punjab, is an important base for 
Sikh terrorists. This impression was not 
borne out by our conversations with Hindus 
and Sikhs in the city. They reiterated that 
Jarmnu had retained a very unusual level of 
communal co-operation among Hindus and 
Sikhs. Unlike in most north Indian cities, 
there was no communal violence after 
Operation Bluestar in Jammu city or even 
after Indira Gandhi’s assassination nor has 


Corporation of India. He was arreetd^ after 
Operation Bluestar on September 5, 19S4 
and was only released four years and four 
months later on November 2,1988. He spent 
these years in different jalb—Bhadam, 
Srinagar, Udhampur and then Jammu. He 
was chafed under the Arms Act end for 
conspiracy against the state. Some time prior 
to his arrest, he had been all-India advisor 
of the Sikh Students Federation but had left 
the organisation before his arrest. He has 
been acquitted by the courts of all the 
charges, and declared innocent. But he has 
not yet been reinstated in his job. He says, 
on April 18, 1988 the president of JKSSF 
held a press conference to declare that they 
have no link with Punjab politics but only 
religious links. He himself openly stands 
against terrorist politics. Like most others, 
he too wa.s tortured, chained, hung up, kept 
in solitary confinement. His family spend 
about Rs 65,000 on the court cases. His 
father just retired as a driver on RTC. 

Of the 154 arrested after Bluestar, cases 
were Tiled against Avtar Singh and two 
others. No reason was stated for the deten¬ 
tion of ail the others. As of now, only five 
JKSSF members are still under detention. 


there been any communal clashes at any time 
after that. 

However, since Operation Bluestar, the 
Sikh community in Jammu has been a target 
of intelligence agencies and the police. The 
J and K Sikh Students’ Federation (JKSSF) 
was one of the main groups that came undei 
government surveillance. The government 
charged the JKSSF with following the 
political line of the AISSF. Most Sikhs we 
met, including JKSSF activists, deny this 
charge. They point out that JKSSF was 
formed in 1947. It not only predates AISSF 
but has a different history. This is not to say 


They were arrested in 1988. Those arrested 
earlier have been released. Needless to say, 
such detentions have produced an effect 
similar to that on other Sikhs outside Pun¬ 
jab, the feeling that they are a targeted 
community. 

The irresponsible manner in which the J 
and K government reacted to the recent crisis 
may not prove a deliberate conspiracy. But 
It certainly confirms Sikhs fears about their 
security. For example, Sikhs in Gol Gujral 
camp bitterly complained that even though 
the police did not lift a finger when they were 
murderously attacked on the 13th, subse- 


that members of JKSSF have had no rela¬ 
tionship with AISSF or that there are no 
political divisions in the group. Prior to 
Bluestar, several JKSSF activists had attend¬ 
ed camps and meetings of Bhindranwale. 
However, they say that most of them were 
motivated not by Bhindranwale’s political 
challenge to the centre and his terrorist 
politics but were drawn to him as a popular 
religious leader. Most of those who travell¬ 
ed in Pupjab in 1983-84 were marked and 
subsequently arrested. Ibrtuie; interrogation 
and hmgthy incarcerations followed. Those 
who had jobs remain suspended even after 


quently they were surrounded by the BSF, 
the military and the CRPF, all together. For 
26 hours, where there was no curfew, no 
local clash occurred in that area, nor was 
there any retaliation by the Sikhs even 
though they are in a majority there. Stilt the 
curfew was imposed which prevented people 
from any expression of community grief. 
They say that when they were going to a 
funeral ceremony, the BSF tried to in¬ 
timidate them. The official explanation was 
that they were trying to prevent a violent 
Sikh backlash while the Sikhs feel it was 
meant to harass. 


release from jail, or acquittal by courts. In 
■all. 1S4 people were arrested during this 
period. TTie case of 34-year-old Avtar Singh 
illustrates the predicament of Sikh youth 
outside Puitjah Tbday, he calls himself a 
social worker and we found him among 
those most actively involved in reestablishing 
|Oommunal harmony, along with Balraj Puri, 
who confirmed that Avtar Singh and many 
JKSSF youth had been providing spirited 
support for establishing Hindu-Sikh amity. 

Avtar Singh, an MA LLB has a diploma 
in business management. For some years, he 
taught biology in a high school in Nigeria. 
From 1978 to 1980 he worked as a technical 


Anger and disillusionment with politi¬ 
cians were symbolically represented by an 
incident a day after the riots. A minister and 
an MLA with their security men went to 
gauge the mood of the community at Gol 
Gujral and to pacify their grief. Both were 
summarily forced to leave Balraj Puri and 
his colleagues were the first outsiders to be 
allowed into the area several days later on 
the 17th and the curfew was relaxed when 
Balraj Puri took personal responsibility for 
the peaceful behaviour of the residents of 
Gol Gujral. 

Similar sentiments -were voiced in Simbal 
village, about 15 km from Jammu city. Of 
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refugees from Pikisun and Azad Kashmir, 
90 per cent are Sikhs. There were apprehen¬ 
sions that this large concentration of Sikhs 
might attack the neighbouring Hindu 
villages in retaliation for the murder of some 
of their young men in Jammu on the 13th. 
They proudly tpld us that no such incident 
was allowed by the community here; not one 
of the small minority of Hindus in or 
around the village was even touched. One 
villager said; “We are not a^nst Hindus or' 
any other community. Our grudge is against 
the government. We are against injustice 
even if it is committed by a Sikh” They were 
bitter about the faa that while the administ¬ 
ration had done nothing to stop thcTioters, 
an entire army brigade came and surrounded 
the village when Balraj Puri tried to hold a 
peace meeting there on January 17. Their 
comment; “Those who are in the majority 
can do what they like, burn our vehicles, kill 
our young men. They sit on one side with 
cannons and on the other side with guns. 
That is why we, the minority, are helpless. 
We can only die. So we are prepared to dit 
That is all we have in our hands!' This state¬ 
ment in a way sums up the demoralised 
mood of the Sikh community in Jammu, 
most of whom, like Punjabi Hindus in 
Delhi, had come and settled here as refugees 
from Pakistan or ‘Azad Kashmir’. Unlike 
Sikhs in most other parts of the country they 
are not a very prosperous community. The 
largest group in simpal village are agricul¬ 
turalists, transport drivers, teachers and low 
level government employees. 

Over 40 years after independence, Hindu 
and Sikh refugees in Jammu have not been 
granted legal titles to the land they live and 
work on. The state administration argues 
that legal titles cannot be given as the 
Muslim families who left for Azad Kashmir 
at partition are legally still citizens of India 
and could ai any time return and claim legal 
ownership of this land. The Indian govern¬ 
ment still considers Azad Kashmir its ter¬ 
ritory, so Muslims there cannot be denied 
their rights in Indian territories. The 
resulting insecurity of tenure is felt even 
more acutely by the Sikhs today, who with 
such attacks taking place in different parts 
of India after November 1984, are beginn¬ 
ing to feel they have no place anywhein Even 
though there was a small flow of migration 
to Punjab immediately after 1984, the idea 
of migration to Punjab does not appeal to 
most Sikhs, first because of the economic 
uprooting involved, and, second, because the 
atmosphere of insecurity and violence in 
Punjab is no less threatening to those Sikhs 
who migrate there. 

Political Initiatives Lacking 

The fact that Hindus and Sikhs are not 
absolutely polarised makes it relatively easier 
to initiate moves for communal amity. That 
is why a single determined individual like 
Balraj Puri has been able to be as effective 
as he has. He has been instrumental in for¬ 
ming a forum of ordinary citizens called the 


77S 



a nntaiiMdi&Aogiw among imenectuali, ar* 
tUu and writen (a group called Intellectuals 
Against Communalism has been fonned) 
and formed a group among the youth called 
Shanti Sena (Peace Committee). 

This was all the more commendable as no 
political party got involved in the peace ef¬ 
fort. They w>»e critically absent in the peace 
committees, in providing relief or in deman¬ 
ding that those responsible for the dastard¬ 
ly killings be arrested. Efforts at building or 
sustaining communal amity were left to the 
citizens. Yet, the political demoralisation 
which Jammu shares with the rest of the 
country makes the task a hard one. This 
demoralisation manifests itself in various 
ways. Even though both communities are 
convinced that it was a major failure on the 
part of the government not to have pre¬ 
empted this easily avoidable violence, troth 
are helplessly insisting that only the govern¬ 
ment can solve the problem. Even Sikhs who 
allege that the violence was part of a con¬ 
spiracy against them can think of no better 
strategy than petitioning the government to 
do its job properly. When it fails to do so, 
they have no response but a spirit of 
disgruntled resignation. 

The lack of faith in genuindy community^ 
based initiatives to pre-empt a communal 
divide was most evident in the response to 
the ‘provocation’ provided by the controver¬ 
sial banner in the procession. The Sikhs kept 


authorities she 
action. 

We repeatedly asked wlqr, in the interest 
of self-preservation, the community leaden 
had not taken a more determined uid 
wgilant sumd, since only one contingent had 
carried such a batmer. The answer inwiably 
was that it was the govenunent’s job to con¬ 
trol such elements who try to make trouble. 
To our question as to why they expected the 
wolf to protect the sheep, the allegedly 
mischievous government to protect them, 
their answer was a reiteration of helpless¬ 
ness: Government should have taken action. 

This shows a demoralisation and absence 
of effective leadenhip. The leaders were not 
sure they could carry the congregation with 
them, since most Sil^ have some sympathy 
for Satwant and Kehar. Also, they were not 
certain how hotblooded young men might 
react. Their fears kept them from being 
effective. 

Among the Hindus, too, while everyone 
blamed the government, no one could «• 
plain why a small ipoup of Shiv Sa» men 
were allowed to spread panic; get the shops 
closed and challenge the procession while the 
mitiority looked on helplessly, hilly realising 
that su^ steps were bound to lead to a 
conflagration. 

While there is no deirying the relative sani¬ 
ty with which the citizens of Jammu have 
reacted to this crisis, the dty has not totally 


luM have tafcn appropriate 


pagaada eoaminiial ndatraat and hatratL 
Some of the Hindus who genuindy deplore 
the engineered nature of the growing com¬ 
munal tension make statements which have 
a remarkable similarity to Shiv Sena type of 
propaganda. These include three broad 
themes: 

(1) That the minorities, whether Sikhs or 
Mudims, are holding the country to ransmn. 
That Hi^us, despite being the majority, are 
a tyrannised community. 

(2) That Hindus must ‘united and become 
tough so as to put the minorities ‘in their 
placed. 

(3) While there can be no real truck with 
Muslims because they are different Sikhs 
and Hindus ate ‘one^the only difference 
between them is'that Sikhs are keshdharis 
while Hindus are sahajdharis. The continu¬ 
ing mti beti ka rishta between Hindus and 
Sikhs, the fact that the Gurus fought for the 
defence of Hindus, and the fact that Guru- 
dwaras and the Granth Sahib and the Gurus 
occupy a place of sanctity in Hindu minds 
are proof of this oneness. 

Unfortunately, this ‘oneness’ theme has 
some deadly overtones. It seems to echo the 
RSS position that everyone living in Hin¬ 
dustan is a Hindu in the modern sense of 
the term. If any community asserts a distinct 
religious or cultural identity, it is misled and 
must be forced to accept Its Hindu identity 
{Hindustan mein rehna hai to Hindu ban ke 
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rtknit A^). 1m Imb to i tendency to 
justify violence as ‘provoked* by Sikh 
sloguu and banners that Hindus And ob¬ 
jectionable Even the burning of gunidwaras 
and the Granth Sahib, supposedly as holy 
for Hindus as for Sikhs, g^ to be seen as 
inevitable responses by the aggrieved Hindu 
community. Those who talk of the 'oneness* 
of Hindus and Sikhs wish to extend the sup¬ 
posedly historical basis of oneness into the 
present, implying that instead of fighting 
each other, the Hindus and Sikhs should 
unite to put Muslims in their place, as they 
are supposed to hawe done against the 
Muslim rulers. The Sikhs tend to see Hindu 
aggressive assertion of oneness as further 
proof that Hindus are determined to sup¬ 
press minority religious identity and to make 
them live on terms dictated by the mruority. 

This violent outburst can also be seen as 
the frustrated response of demoralised com- 
» munities. Neither Sikhs nor Hindus in Jam¬ 
mu have any genuine political outlet to ex¬ 
press their grievances. Until a short time, 
both Hindus and Sikhs rallied around the 
BJP or the Congress to protest against the 
domination by the Kashmir-based National 
Conference The politics of phoney accords 
has destroyed this outlet, as it has in Punjab. 
The Farooq-Rajiv accord has hastened an 
overall political demoralisation. Kashmiri 
Muslims have been forced to believe that the 
Congress will not allow any popularly 
elected front to function in J and K if it does 
not slavishly toe the line of the Congress 
government at the centre. The National Con¬ 
ference, which once asserted the Kashmiri 
identity, is being eroded and ts support base 
is slipping over to parties which channelise 
popular resentment on communal lines— 
Muslims against Hindus. There are some 
- parallels between the National Conference 
^ and the Akali Dal. The NC. which was an 
instrument of Kashmiri protest, has suffered 
an erosion of credibility, as the Akalis did 
after their accord with the centre, more or 
less for similar reasons. 

In the Jammu region, the accord meant 
that the National Conference surrendered its 
political base to the Congress as a guid pm 
quo. The virtual collapse of the political 
machinery of the Congress all over the coun¬ 
try in recent years, especially after the com¬ 
ing to power of Rajiv Gandhi, has contri¬ 
buted to the growth of a political vacuum 
in Jammu. The Congress is politically dis¬ 
credited for bang unable to protest the in¬ 
terests of Jammu against Kashmiri domina¬ 
tion. The BJP too has eroded its political 
base; partly by concentrating on the politics 
of crumb gathering, and partly by thdr very 
dubious role vis-a-vis the demand for 
regional autonomy for Jammu. Jammu 
nurses the grievance of being neglected. The 
solution to this is for Jammu to ga a more 
proportioiul share of political power. But 
neitha BJP nor Congress is able to channe¬ 
lise this sentiment. According to Balrai Puri, 
the greater political vacuum today than in 
19M is the reason why violence Wke out 
now when there is much less cause for it, as 
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compared to 1984 when sentiments amongst 
both Hindus and Sjkhs were far more in¬ 
flamed. Despite the amount of goodwill and 
respect he enjoys among all communities, he 
warns; “Individuals however daermined lose 
much of their effectiveness—as was demonst¬ 
rated on January 13—if institutions and the 
system start collapsing” 

The total collapse of the parties has left 
a vacuum which is filial by the Shiv Sena 
and other hoodlums. By all accounts. Shiv 
Sena does not have a wide political base. 
Their rhaoric of strong arm mahods to pro¬ 
tect and unite Hindus may strike a sym¬ 
pathetic chord amongst many Hindus. In the 
last election their candidate in Jammu dty, 
which is their main base; secured only 700 
votes. So the sympathy is not crystallised 
into support. But they seem to be able to 
secure p^itical patronage and co-operation 
from both the Congress and BJP. Shiv Sena, 
being a more lumpen type of organisation, 
is readily available to represent sentiments 
expressed in a crude form—anti-Muslim, 
and anti-Sikh. It plays on peoples* fears, im- 
^inary and real. The riot shows that a small 
band of lumpens can hold the city to ran¬ 
som, with little political or other resistance 
from any party or even from the government 
machinery. The local Shiv Sena has recently 
had discussions with the Shiv Sena in Pun¬ 
jab and Maharashtra. In the recent past Shiv 
Sena and RSS have held joint protests. A re¬ 
cent example is the protest against the sa¬ 
ting up of a meat shop at the Bage Bahu 
picnic spot. This has dangaous portents. 

There is no apparent explanation for the 
collapse of the administration during the 
rioting in Jammu. In the absence of such 
im explanation, a number of alternative 
theories become credible, though none can 
y« be demonstrated as accurate. However, 
certain conclusions are clear, no matta what 
are detamined as the undalying reasons. 

(1) The administration collapsed in the 
face of the rioting, as admitted by the chief 
nunister himself. No contingency plans for 
such a riot were ready for implementation. 

(2) A lack of political support in the ad¬ 
ministration was evident. Those rioters who 
were arrested were soon released. 

(3) Subsequent developments show a lack 
of political will and political support for a 
rapid and decisive joint political campaign 
to end the riots. All political parties ab¬ 
dicated their responsibilities to participate 
in quick aaion to pre-empt the occurrence 
of the riot or to end it rapidly before the con¬ 
sequences became so severe. 

What Then Do People do? 

(I) In this case, as in most others in most 
parts of contemporary Itxiia, we cannot just 
tdy on the administration or on political 
parties to handle the communal situation 
that precedes the rioting or the subsequent 
riot. Non-political voluntary organisations 
exclusively devoted to this task become a 
vital precondition to a peaceful resolution 
of the cotrflicts that results in riots as well 
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as in mitigating their effects and bringmg 
them to a rapid halt with minimal loss of 
lives and destruaion to community property. 
In this administrative and political vacuum, 
full of unreliable and sometimes duplicitous 
officials, every effort has to be made to make 
government accountable. However, con¬ 
tingency plans should be carefully prepared 
through continuous efforts at increasing the 
awarenesss among citizens’ groups as to why 
citizens have a basic responsibility for main¬ 
taining communal amity, not the politicians 
and administration. 

(2) A mae increase in the size of the 
police force does not necessarily help. The 
usual result of such an expansion is an in¬ 
crease in tension, unclear loyalties, a more 
complex chain of command and a subse¬ 
quent lack of accountability for keeping the 
peace. However, an active citizenry may de¬ 
mand co-operation from intelligently in¬ 
formed and directed police to play a limited 
role in keeping a dispute from getting out 
of hand once it has reached a violent stage. 
Such forces should be called only when the 
citizens' committee feels no further efforts 
will avert the confrontation, and only at their 
recommendation. Such special personnel 
should be mobilisable on short notice and 
contain a balanced representation of the 
contending groups. 

(3) If such a riot nevertheless takes place 
and the administration acts ineffectively, the 
senior most police and administrative officer 
of the area should be immediately suspend¬ 
ed, and held accountable along with all his 
men if they have been identified as having 
committed communal or illegal acts. Deter¬ 
mination of responsibility for their part in 
riots should be via an open judicial enquiry, 
not an administrative enquiry. Strict time 
tables and publication of results should be 
mandatory. 

(4) Additionally, in such a situation, the 
home minister should offa his resignation. 
In the case of proven incapacity of unwill¬ 
ingness of the administration to take the 
necessary preventive aaions and immediate¬ 
ly confront the situation, the chief minister 
should also be required to hand his 
resignation. 

(5) The lesson of Jammu is that even 
when relations between groups have been 
cordial for generations at the ordinary peo- 
ptes level, trouble can nevertheless break out 
due to the special interests of small groups 
and the abdication of responsibility by the 
administration and by various communities. 
This is a saious warning signal for India as 
a whole. Sustaining communal peace re¬ 
quires vigilance and a fight against com¬ 
placency all over the country. 

There is need to establish local commu¬ 
nity-based active peace groups which can 
evolve timely meaningful strategies of 
mutual assistance, not just after conflagra¬ 
tions, but also in areas where thae is poten¬ 
tial for conflict. The Jammu experience fur¬ 
ther underscores the need for continuous 
work at the community level to sustain and 
strengthen communal amity. 
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76 issues managed 
and more than Rs.l,882crores raised 
from the capital market in 1988. 
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PERSPECTIVES 


Letter to the Dead 

RuHtoni Bharui’ha 


In the aftermath of Safdar Hashmi’s death the possibilities of 
appropriating the politics of street theatre have intensified. Jbday, 
his group, the Jan Natya Manch and other street theatre groups 
have gained a new credibility among not only marginal social 
groups but the establishment and distinguished literati whose 
works have had nothing to do with the realities of the street. 
While this solidarity is welcome at one level, let us not be taken 
in by politicians using Hashmi’s death as a confirmation of their 
own dubious morality. 


1 wil l, not pretent to accept your death. 
Nor will I offer condolences to your com¬ 
rades and family. The gesture seems trite. 
My solidarity (at the moment) will have 
to be exprcs.scd through questions, not the 
brandishing of a fist or the support of 
festivals in your name. 

Of what use are the dead but to the liv¬ 
ing? Those who confront their own mor¬ 
tality and po.ssibilities of annihilation on 
a street. We live in violent times, the kind 
in which Lu Hsun’s Ah-Q could reflect 
with terrilying lucidity: “It seemed to him 
that in this world probably it was the fate 
of everybody at some time to have his 
head cut off?' 

This may not be true for us in ail parts 
of India. Certainly, in West Bengal, where 
many heads were once cut olf, we have 
never felt more secure. Our government 
is .so respectable. But in the capital, where 
you were based, violence has become the 
norm, feeding on the centralisation of 
power, entering people’s minds and 
bodies, occasionally exploding on the 
streets. 

You died on a side street in Sahibabad, 
an industrial suburb of New Delhi. More 
specirically, you were murdered, beaten to 
death on the street. You suffered multi¬ 
ple wounds on the head, your body was 
spared. Your crime? Doing theatre. Not 
in the safe confines of Mandi Hou.se or 
the even more protected screen of a Door- 
darshan serial, where all protest is 
necessarily legitimised, but on that most 
anonymous of battlegrounds and theatri¬ 
cal sites: the street. 

Let us not pretend that this was totally 
unexpected. As a street theatre worker, 
you must have accepted the reality that 
there is no political theatre worth its name 
that is not innately dangerous. All theatre 
conceals death in the very transitoriness 
of its performance, last night’s perfor¬ 
mance providing the ashes from which 
tonight’s performance can grow. It is well 
known that in theatre the same gesture 


can never be repeated the same way twice. 
This is the essence of theatre’s meta¬ 
physics. But in street theatre, the 
ephemeral is more blatant, the death of 
the performance more strongly asserted. 
As a veteran of this genre, you must have 
internalised the intense mortality of your 
work. Indeed, you might never have given 
it much thought. But did you ever suspect 
that one day you would die while doing 
a play? 

You died asserting your right to per¬ 
form on the .street, even after your play 
had been interrupted by a rival party of 
political hoodlums. Did you suspect that 
these vighnas would return with 
murderous intent? 1 u.se the word deli¬ 
berately to recall that celestial perfor¬ 
mance from which all Indian theatre is 
said to emanate, when evil spirits inter¬ 
rupted the performance by inflicting ter¬ 
ror on the actors, whose speech, move¬ 
ment and memotV were paralysed. When 
Brahma’s divine protection was solicited, 
he facilitated the construction of a 
playhouse where every inch from the floor 
to the ceiling to the flag-pole was pro¬ 
tected by gods and divine talismans. 

Who did you halve for protection when 
these vighnas interrupted your perfor¬ 
mance? The government? Not likely—you 
were doing a play'against the ruling par¬ 
ty. The police? Even more unlikely—they 
were probably paid to stay away from the 
disturbance. ^ who did you turn to? Your 
sponsors in the CITU, and huer when the 
mob got out of control, you turned to 
people in the neighbourhood, one of 
whom sheltered your wife and other 
members of your group in his house. You 
were lucky. Fear is not always so 
hospitable 1b the best of your ability, you 
protected your group, and then for 
your life 

I will not attempt to fitnionalise your 
last moments. This will come in time 
when directors will recreate your life and 
death on celluloid. A p^tical thriller. 


New Delhi style You, romanticised, muf¬ 
fler flying in air, leading a militant song 
while travelling through villages in a truck. 
Are you laughing? 1 don’t want to see you 
die in that film, not only because the 
details of fear and panic will surely be 
sensationalised—your broken glasses, the 
slush on the street, your shattered skull— 
but because for me, you are still aliye. 

The day after you died, you were, in a 
certain sense, born to millions of people. 
Your name and photograph were on the 
front pages of many newspapers. Safdar 
Hashmi became a household name on the 
morning of January 3. Later, protest mar¬ 
ches, meetings, candlelit processions, 
strikes, performances, and committees 
were organised in your honour. 

Honour? Does the word embarrass 
you? All these titles and felicitations now 
being piled on you—how do you feel 
about them? Would you ever have dress¬ 
ed up in a graduation robe to receive a 
doctorate degree in literature from a 
university where the idea of modernity in 
drama extends to Galsworthy and Shaw? 
It IS unlikely that any dissertation on 
‘street theatre’ would be accepted by this 
august institution. And yet, it has com¬ 
memorated you posthumously, in record 
time, is this hypocritical or merely 
touching? 

But before continuing to question the 
reactions of others, let me question 
myself. That’s what letters are good for 
anyway: Self-analysis. What did 1 feel 
when 1 read about you on the morning of 
January 3? It was not one feeling that 
crystallised as the newsprint entered my 
being, but a combination of shock, anger, 
numbness, disbelief. All these emotions 
were hard to assimilate at the same time, 
but 1 understood why 1 felt them. What 
1 did not understand was something 1 can 
only describe as a glow in my heart. This 
was problematic to me, almost as if 1 was 
deriving a vicarious pleasure from your 
death. Consciou-.y, I tried to get rid of 
it, but it remains with me even now as 1 
write to you. 

Inexplicable feelings are best left alone, 
but this ’glow’ must be addressed because 
it concerns not just you or me, but 
something that is larger than both of us. 
Let us call it a faith in resistance that can 
be manifest in any number of ways. For 
you, this way was theatre. 

Not just any theatre, but one that con¬ 
sciously resisted commercial trends, 
notably the revivalism of our so-called 
'folk theatte* that has nullified all 
possibilities of questioning the world we 
live in. Needless to say, this proscenium- 
bound. decorative, and suRbcatingly safe 
theatre has received the most generous 
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*api^ litom the pblitteal and cultural 
establishment. Wisely, you never went 
around to these authorities with a begg¬ 
ing bowl, preferring the freedom of the 
street to the conditioned patronage of in¬ 
dustrialists and foundations. 

‘Let the Artists Die’: this is the bitter 
title of one of Ihdeur Kantor’s plays. I 
believe that he overheard the remark in a 
cocktail party. It could easily apply to 
most of our artists as well. Street theatre 
workers, however, are perhaps less vulne¬ 
rable to the exigencies of this remark, 
because their needs are minimal. To begin 
with, they are not dependent on the ren¬ 
tal of a hall, whose administrators are 
notoriously venal. Production costs are 
low in the absence of sets, lights, 
costumes. Sometimes, there is nothing in 
a street theatre encounter—no micro¬ 
phone, no platform, no props—nothing 
except the meeting of actors and spec¬ 
tators who share a limited space and time. 
This is the most direct of theatrical 
encounters, uninediated by the subtleties 
(and frills) of theatrical production. The 
transmission of a message is what matters 
in street theatre which is embodied 
through the presence of the actors. That 
cannot be negated. If the presence does 
not resonate total belief in what is being 
said, there can be no intensity in the 
utterance. 

For most of the leading members of our 
theatre establishment, many of whom 
have suddenly become champions of your 
cause, street theatre is not theatre. Their 
argument has congealed with time; Why 
should theatre serve as a function for 
something else—the propagation of an 
ideology or the canvas.sing of votes? Is not 
theatre’s most noble function to be true 
to itself? Ontology, 1 believe, may have 
some value while discussing music, but 
theatre is always already a representation 
of something that exists. Therein lies the 
terrible bind ot artists who seek absolute 
purity in the theatrical idiom. They are 
destined to be impure. 

Fortunately, street theatre workers rare¬ 
ly suffer from delusions of their auto¬ 
nomy. Instead of concealing their affilia¬ 
tions and loyalties, they assert these links 
in their work. This can result in overt 
literalne.ss, but at last one is spared the 
deceit of much bourgeois art, where 
silence is not just golden but an un¬ 
conscious endorsement of status quo 
values. As a rule of thumb, one can be 
sure that those artists who deny having a 
political position are inextricably linked 
to those who are in power. 

How can one not react violently when 
one confronts the familiar position— 
“There can be no political theatre. There 
is only good theatre and bad theatre"? 
Shortly after your murder, when this posi¬ 
tion was reaffirmed by a famous Indian 
director in an interview, I realised that it 


couid hot be disiitissed as fatuous or ar¬ 
rogant. It was essentially an attack on 
whatever you fought for in life. What 
amused me. however, was that after affir¬ 
ming this seemingly apolitical position, 
the director promptly went on to admit 
his RSS sympathies. But. of course he 
never allowed them to interfere with his 
work. This probably accounts for his 
schizophrenic personality. 

Let us accept that art and politics can 
be separated only through evasion, ig¬ 
norance, or an act of violence to the self. 
Not only is there a place for a self- 
conscious political theatre in the enor¬ 
mous field of theatrical idioms and 
languages, there is a particular necessity 
for it in centres of power like New Delhi. 
However, let us also accept that there is 
'good political theatre’ and ‘bad political 
theatre’. We should not succumb lo the 
vanity of the anti-establishment by assum¬ 
ing that all endorsements of protest and 
af Filial ions to the party necessarily elevate 
whatever we do. 

I will be blunt in this regard. There is 
a lot of so-called ‘street theatre’ and 
‘feminist theatre’ and ‘third theatre’ that 
stinks by its own standards of efficao' and 
truth. At times, this theatre seems no dif¬ 
ferent from what we see on television— 
essentially disembodied, mechanised per¬ 
formances where the actors perform from 
the neck up. A street theatre worker can 
be as much a victim of fashion as his com¬ 
mercial counterpart. Only this fashion has 
a different idiom and style, the Charminar 
variety rather than India Kings. 

Also, while emphasising that the ‘truth’ 
of a street performance has to be struc¬ 
tured differently from that of an epic play, 
let us not undermine the work involved 
in this process. Street theatre need not be 
as painstakingly rehearsed as a regular 
production—indeed, the ‘training’ ol the 
performer emerges through ‘doing’ rather 
than ‘conceptualising’. It is the immediate 
contact with working class communities 
that gives street theatre its validity. But 
this contact would be incomplete if it did 
not stimulate a street theatre group to 
search for new intensities within the 
matrix of its strategies and techniques. 
Without a confrontation of its method, 
street theatre runs the same risk of com¬ 
mercial theatre in submitting to 
stereotypes and passivity. 

I resent watching an actor railing 
against oppression if his body has not in 
some way confronted the implications of 
that oppres.sion. It is too easy to raise a 
fist and sing a song in unison. But that 
.same Fist can be raised and the same song 
can be sung with an intensity and an 
awareness of pain and change wherein the 
‘truth’ of the performance can be inscrib¬ 
ed. Note: Truth is never an independent 
entity, an ineffable essence in theatre, or 
for that matter, in any art. IVuth has to 


be concretiset} through aaion in thesitret'^ 
It is not enough to be sincere. Your body' ' 
should suffer a little bit of pain. 

In this context, when one sees a protest 
play performed with lax bodies and plea.s- 
ing voices, one is disturbed as much by 
its lack of conviction as its distance from 
what the performers are protesting 
against. Or else, when one sees a group 
of highly fashionable feminists dramatise 
the revolutionary cause with bourgeois 
rhetoric, one is once again struck by the 
disparity between the message and the 
means used to project it. The learned 
ladies, in this particular case, have suc¬ 
cumbed to precisely those traps which 
they reject in principle. 

Another problem can develop when a 
street play becomes a hit and is then 
celebrated (not unlike a commercial play) 
for the number of performances it has 
sustained. To my mind, the very idea of 
a long-running street play defeats the 
raison d'etre of the genre. One could argue 
that so long as a particular problem, say 
bride-burning, persists in our society, it is 
perfectly justifiable to repeat the same 
play. But perhaps, there is also the risk of 
the protest becoming mechanised and of 
the actors assuming certain affectations 
of ‘artistry’ on the basis of a long run. 

To my mind, street theatre has the 
obligation, if not the necessity, to con¬ 
stantly re-invent itself, always responding 
to the immediacies of a particular situa¬ 
tion, and resolutely discarding ail preten¬ 
sions of permanence and eterntd truth. A 
street theatre worker is most true to his 
dharma when he stops thinking of posteri¬ 
ty and concentrates totally on the im¬ 
mediacy of his presence and message. He 
is, in a sense, the emptiest of patras 
(ves.sel.s), allowing himself to be filled 
anew with the anger that drives him to 
enact his protest on the street, and the 
hope that this performance—the one he 
is acting in right now—will further ignite 
the possibilities of change. 

Not for a moment do I minimise the 
sheer challenge of participating in street 
theatre. It requires a very specific courage 
to face any audience, but to face unknown 
spectators on a street, particularly in ter¬ 
ritories controlled by the political 
establishment, is like playing with fire. If 
I have gone on for too long about the 
possible traps in doing street theatre, it is 
not to undermine its significance but to 
call attention to its ^possibilities of 
co-optation. 

Now these possibilities have always ex¬ 
isted as you yourself have pointed out in 
your succinct article on ‘The IVadition of 
Street-Theatre’ {The Economic Times, 
April 6,1986). In this article, you ridicul¬ 
ed the organisation of a IVaditional Street 
Theatre Festival by the Tfade Fair Authori¬ 
ty in March 1986, which included tradi¬ 
tional forms like AnkiaNat and pro- 
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This was nothing less than an ofncial at¬ 
tempt to appropriate the politics of street 
theatre and reduce its anti-imperialist 
tradition to an anachronism. Unlike you, 
however, I am less optimistic that attempts 
by voluntary organisations and mis¬ 
sionary bodies to propagate hygiene and 
family planning through street theatre will 
ultimately fail, because the form of street 
theatre will “resist the attempt to be ap¬ 
propriated by a tradition which is alien to 
it”. 

Today, the possibilities of appropriating 
your work have intensified in ways that 
you might nut have envisioned. In the im¬ 
mediate aftermath of your death, your 
group, the Jan Natya Manch, and other 
street theatre groups have gained a new 
credibility, not only among marginal 
social groups, but from the establishment 
itself. The distinguished literati who have 
protested in your honour include artists 
whose work has nothing to do with the 
realities of the street. Nonetheless, your 
death has brought them all together, and 
at one level, this solidarity is welcome. But 
let us be under no illusions that suppor¬ 
ting your cause at the moment is the most 
decent (and therefore, easiest) thing to do. 
In accepting support at all levels, from 
local political parties with varying 
ideologies and street theatre groups 
abroad, let your followers not be seduc¬ 
ed by (ireeks bearing gifts, celebrities 
shedding tears, and politicians using your 
death as a confirmation of their own 


dubious motality. 

This does not mean that your death 
should not be politicised. How can it not 
be? Were you not canvassing for the 
CPKM) when you were killed by a party 
with strong links to the Congress? Of 
course, one must put pressure on the 
home minister to condemn the assailants 
instead of allowing him to equivocate 
around the issue. His lightning sympathy 
call to the hospital where your body had 
been taken deserved to be rebuked just as 
Shabana Azmi’s reference to your death 
in the International Film Festival (among 
foreign dignitaries, imagine!) deserves to 
be applauded for its strategic timing. All 
these attitudes are inherently political and 
so are the contradictions, hypocrisies and 
silences surrounding them. There is no 
escape from politics, not even in death. 

What is sad, and yet, inevitable, in this 
maelstrom of events, is that you are be¬ 
ing forgotten. Safdar Hashmi; who are 
you? An emblem of protest rather than 
a person, another name who has already 
joined the ranks of Somen Chanda and 
other martyrs, a point of reference in the 
revolutionary struggle of theatre workers. 

And we? What can we do that is wor¬ 
thy of you? What action arc we capable 
of sustaining that does not merely exploit 
your memory? How do we extend your 
work without bureaucratising its practice? 
More urgently, how do street theatre 
workers protect themselves from being at¬ 
tacked, and perhaps, killed in the future? 
Do they have to fight goondaism with 


glint, or IS « comcioatoeiu - 

enough? How do we prevent sacrifices 
from becoming meaningless murders? 

In asking these questions, I sense jtoth 
the terror and the extraordinary vitality 
of being alive at this moment in India. 
Your death has provoked these questions 
and intensified the resistance to our ex¬ 
isting political order. In exploding all com¬ 
placencies that theatre is safe and that it 
is the fundamental right of every Indian 
to protest on the street, your death has 
galvanised your comrades and many 
strangers into a new alertness of the world 
we live in. In your death, there are more 
possibilities of change than in many lives 
which are essentially dead. 

It has been said that people are not 
dead until they are felt to be dead. I have 
not fell you dead yet, and hence, my need 
to speak to you in a letter rather than to 
summarise your achievements in an 
obituary. One last note before I end: There 
was one other man who died during your 
performance of Halla Bol. Like all spec¬ 
tators in theatre, he remains unknown. 
But without his participation and that of 
his community, there would have been no 
need for you to do a play. 

Along with you, Safdar Hashmi,. 
theatre worker, let us remember Bahadur 
Singh, spectator, who was shot during the 
performance in Sahibabad, when the 
political vighnas of our time interrupted 
your play only to make you martyrs, re¬ 
soundingly alive. 


Best Wishes 
from Polar 



the SUPER fan 

Polar International Limited 

Poddar Point, 113 Park Street, Calcutta-700 016. Phone : 29-7124/5/6/7 
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REVIEWS 


Common Seas as Bottomless Dumps 

Narendra Singh 

Poisoners of the Seas by K A Gourlay; Zed Books, London, 1988; pp xvi 
+ 256. 


THE rapid pace of industrialisation all over 
the world is causing serious problems of 
environmental pollution and toxic waste 
accumulation. When a disaster occurs on 
land, it comes into focus immediately 
because of effects on the people around. The 
common seas get attention in this respect 
only when the media find something specta¬ 
cular, like wide long trails of oil spills on 
water, dying fish and seats on sea shores or 
the empty beaches rendered unfit for holiday 
makers. In some areas—the Mediterranean 
and the North Sea—the pollution and waste 
are getting pwilously high. Despite spas¬ 
modic sensational publicity, there is no 
abatement in pollution of the common seas 
by recurring misuse as bottomless pits for 
dumping chemical and nuclear wastes. 
Concerned with this, the Poisoners of the 
Seas by K A Gourlay is presented by the 
publishers as the first survey to comprehen¬ 
sively cover all forms of ocean pollution in 
all parts of the world. 

In the introduction, the author has a dig 
at the ‘euphemisms’ of the top experts, scien¬ 
tists and legal luminaries, who produce 
weighty arguments and voluminous docu¬ 
ments, full of technical terms and jaigon “to 
make non-specialists think the subject 
beyond their understanding, and to make 
them feel that things are better than they 
anf’. He also warns the reader to see through 
not only this articulation, but also the mode 
of the presenter, the values of establishment- 
minded supporters of status quo being dif¬ 
ferent from those of the forvrard looking 
social-change seekers. 

The prologue begins with details of the 
happenings and consequences of four m^or 
death-dealing incidents, which have received 
publicity in the media due to their sheer 
mi^tude Massive oil spill in the North Sea 
from the grounded tanker Torrey Canyon in 
1967, the death of several fishermen due to 
mercury poisoning by a chemical factory 
discharge in Minamata in Japan in 1969, the 
Stella Maris incident in 1971 leading to alar¬ 
ming exposure of the-North Sea being long 
used as a dump for chemical toxic wastes by 
all the countries around, and the Sellafield 
inddent in 1983 shorn the British discharging 
nuclear waste in the Irish Sea. 

The rest of the book is divided into three 
parts: Part 1 of two chapters, giving an over¬ 
view of the seas and their relation to 
humanity; Part 2 of four chapters on poison¬ 
ing of the seas by oil, sewage, chemicals and 
radioactivity; and Part 3 of one chapter with 
portents and possibilities. Finally there is an 
Epilogue focusing on a recent incident, 
bibliography, and an index. 

The first chapter describes the oceans and 
how they work. With the seas interlinked 


into a single great sea, the ocean-bottom 
plates .still in motion, and the ‘saltiness’ 
causing highly complex movements due to 
internal factors (density) and the external 
forces (winds, temperature), it is made clear 
how the poisons discharged from land and 
atmosphere circulate around the coastal 
zone, continental shelf and open .seas, and 
deep in the ocean bed. Across the vastness 
and even in the depths, the occurrence of a 
great variety and diversity of organic life, 
susceptible to poisons, has obviously serious 
and largely unpredictable implications. 

In the second chapter the book discusses 
the sea in relation to humans. Rapidly 
advancing technology and knowledge of the 
potentials have been leading to an increas¬ 
ingly ruthless harvest of fish, eager prospec¬ 
ting for offshore oil and gas, and greedy 
exploration for mineral nodules, plus the 
hectic traffic of civil and military vessels. All 
these activities of competing economic 
giants and rivalry among the politit^ pmers 
are causing problems on the international 
scene. The energy potentials of tides and 
heat differentials in seas are also touched 
upon, pointing to the likely adverse 
implications. 

The third chapter covers the pollution of 
the seas by crude oil, a major source of 
energy and oihet products. Tbxic effects are 
primarily due to unnatural, heavy con¬ 
tamination m restricted areas. Spills from 
tanker accidents, and blow outs and leaks 
in offshore operations, readily catch the 
media attention, but it is the normal 
transport which largely cautses sea pollution. 
The main culprits are the oil tanker 
di.scharges in ballasts and in clean-up opera¬ 
tions. The complex physical processes of oil 
in sea water are accompanied by chemical 
and biological activities seriously affecting 
the environment and life forms, la.sting long 
and moving up the food chain. Killed or 
smothered, fish die in thousands and the sea 
birds are endangered by even small spills. 
Legal restrictions and technical measures 
may check disasters, but underhand dis¬ 
charges continue even in the heavily policed 
waters of North Sea. It is clear that oil pol¬ 
lution is to follow wherever there is drilling 
and refining and tanker transport, which 
makes the future bleak. 

Human waste in sewage is dealt with in 
chapter four. In sea pollution, it is a direct 
source of minor and miuor disaues (bacteria, 
viruses and other parasites' and indirectly, 
through toxic blooms affecting the sea 
foods, it causes distress and even death to 
human consumers. Contrasted with widely 
dispersing oil, the human waste pollution is 
restricted to coastal areas of large popula¬ 


tions with inadequate sanitation. Betide 
domestic waste, human sewage also includes 
the apparently unavoidable wastes from 
agriculture and industry, discussed later. 

Chapter five is entitled: ‘Toxic Ibchnology- 
Hazardous Chemicals and Heavy Metals'. 
After mentioning a few spectacular incidents 
of poisonous cargo lost on the seas and iden¬ 
tifying the major chemicals poisoning the 
seas, a detailed reference is made to the 
accidents of serious concern at sea and on 
land, and to situations in both the industrial 
and the third world. Among the chemicals, 
the most notorious are chlorinated hydro¬ 
carbons (DDT and PCBs) and, among the 
heavy metals, lead and mercury. Besides the 
accidents which get publicity, toxic wastes 
of modern agro-industrial technology reach 
the .sea via atmosphere and through the 
poisoned rivers, direct discharges and 
deliberate dumping. Unless a harmful con¬ 
nection is establi.shed, all this massive input 
of poisons in the seas is remarkably legal, 
being open as part of normal operations. 
Moreover, difterences abound on limits and 
measures among the experts and govern¬ 
ments. The conditions are bad in the seas 
around the industrially developed countries. 
They arc expected to be worse in third world 
areas, where chemicals banned elsewhere are 
still in common use. 

Chapter six discusses radioactivity. This 
field IS shown to be largley in the domain 
of mystery and great misinformation. Radio¬ 
active pollution of the seas is due to the 
nuclear weapons tests, effluent discharges of 
nuclear installations, dumping of nuclear 
wastes, operation of noclear submarines, 
and accidents to the nuclear-powered 
satellites. The Pacitic ocean and its islands, 
especially in the south, are the most polluted 
areas due to the US tests in the past, the con¬ 
tinuing French tests and others. The nuclear 
power industry is the most poisonous energy 
source, among others, due to pollution from 
excess energy disposal, contaminated liquid 
coolants, and the spent fuel rods left over 
as waste. This radioactive pollution is all part 
of normal operations of the nuclear reactors. 
Originating in weapons research, the con¬ 
tinuing secrecy surrounding the nuclear 
plants, however, remains the most serious 
concern. The nuclear industry nowhere 
‘comes clean’. Windscale, Three Miles 
Island, Sellafield and Chernobyl received 
wide publicity, but not the scores of other 
incidents. By 198s, there were already 361 
nuclear power installations in operation 
around the world and further 144 planned 
for the following ten years. The future is in 
great danger, as new revelations on the 
radioactive poisoning of seas, and the land, 
are to be only more foreboding than those 
uptil now. 

In the next chapter the author muses on 
the deeper malady and focuses on the 
portents and possibilities. He begins with the 
dangers of climatic changes from rising 
temperatures worldwide and the 'hole' in the 
ozone layer, in their bearing on the seas, and 
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to the continuing procrastinadons in the 
international meets on the controls and 
checks. \ documenution of no less than SO 
major international conventions is given, 
which are ineffective in practice due to legal 
and other quibblings. A triple ignorance of 
incomplete knowledge about the seas, the 
amounts of poisons going there and what 
happens to them and the overall implications 
for the seas is accompanied with the con¬ 
tinuous misuse ot the seas ignoring the 
knowledge, whatever is already available. 
Most remarkable is that these poisoners of 
the .seas do not think that they arc doing 
anything wrong. The waste and its poisons 
are inevitable, as also a disregard of the 
environmental consequences, in theexi.sting 
production and social organisations round 
the world The seas are being poisoned by 
the cumulative impact of countless actions 
of many people, including those who have 
never seen the sea. The issue of waste is 
inscpaiablc from the problem of energy used 
to produce mateiial goods and services. 
Aflei a reference to the ongoing debate, 
esoteric in reality, on high versus low energy 
scenario, the author iiltimarely raises the 
philosophical question o( relationship 
betwevn Imnianily and the iialiiral vs-orld He 
concludes 'hal the esploilalioii ol seas will 
end onK with the end ol all exploitation and 
the establishment of a socio-economic order 
based on a new relationship between the 
humanity and nature. He calls for a reversal 
ol modern technological trends and for 
development of new technologies. 

Alter pointing to the strategy, the author 
finally turns to the tactical as immediate 
Steps. Arousing awareness, acquiring know¬ 
ledge and taking action arc identified as 
three interrelated aspects ol a programme for 
progress. A seven-fold action programme is 
presented dealing with aims and not the 
means. The actions are preventing pollution, 
eliminating accidents, strengthening the law, 
end to hazardous exports, safeguarding the 
hot spots of the world, continuing research, 
and industry and energy to be seen in a new 
relation towards increasing use of ‘clean 
technology' and a continuous search for 
positive, unharmful energy. The immediate 
target is nuclear power—to close all existing 
plants at the end of their lifetime and to 
build no new ones. However, the author 
recognises that this call will meet opposition 
from both the governments of industrialised 
countries and the elites ruling the third 
world. 

Increasing concern with both environmen¬ 
tal pollution and waste accumulation is 
growing in the densely populated industrial 
countries and centres, especially after the 
UN Stockholm Conference of 1972. The vast 
arena of poisons threatening the seas has 
been effectively surveyed by the author. In 
genetal, he has dealt fairly well with the 
theme in a non-specialist language, having 
zealously criticised the ‘euphemisms’ of 
experts. However, one can have a dig also 
at him in using ‘anthropocentric’ (p 210), 
instead of ‘man-centred’, particularly when 
he has earlier criticised the experts’ use of 
'anthropogenic', and not ‘man-made’ (p 4). 
In any case, the book is well-planned and 


well-researched with apprbprate n^fetences, 
enumerated in the text and listed at the end 
of each chapter. Although the complete 
details of references are given in the Lihlio- 
graphy at the far end, after the epilogue, a 
mention of the year of reference in the list 
at chapter-end would have been helpful to 
the reader. 

The author has rightly pointed out that 
the pollution of the seas is not a scientiTic 
or economic problem, but principally a 
political one. Philosophically, he refers to 
Marx’s ‘alienated labour’ and sees the end 
of poisoning of the seas only with an end 
of all exploitation (p 233). However, in 
persistently pointing a finger at the 
humanity at large, as if the whole mankind 
is to blame, and in calling for a new (?) 
relationship between humanity and the 
natural world, he begs the issue. It is naive 
idealism, without exposing the political- 
econoray of pollution and waste pr^uction. 
The roots for control over nature are 
inherent in the capitalist philosophy which 
has readily used the so-called biblical exhor¬ 
tation to subdue and to dominate nature, 
historically in the Christian homelands of 
rising capitalism in Europe. Bacon’s projec¬ 
tion to use the oceans as a receptacle for the 
waste of human technology (p 184), is only 
a modern version of the preaching, for 
example, of the father of British capitalism, 
Adam Smith, to whom is attributed: “what 
is good for me is good for all, and what is 
good for all is no good for me!’ 

Waste production is inherent in capitalism, 
which goes on increasing in intensify with 
the expanding capitalism and with the 
increasing affluence of the few, relative to 
the large poor majority, earlier within a 


couiiuy'aiiid,'nbw,'fHlwMntMtt^^ 
rich have always dumped their waste away 
from sight elsewhere, unconcerned with the 
poor living around the dumping sites. In the 
modem era, this practice finds gruesome' 
reflection in efforts of the rich countries to 
dump their wastes in the poor countries, as 
that exposed in case of Nigeria in 1988. In 
the same category falls the persistent 
criminal misuse of the seas, common and 
free for all, as bottomless dumps, un¬ 
concerned with the immediate or long-term 
consequences for nature, including the 
humanily at large. 

It is clear that the worst pollution is where ' 
industrial activity is most intense. Most of 
the waste is produced in the industrial world. 
No doubt, because of both the dominating 
influences of the international finance 
capital and the aspirations of the local ruling 
elite for wasteful consumption, the net is 
widening to enfold the third world countries. 
Even then, the pollution there is insignifi¬ 
cant, relative to that in the industrial world, 
because of low waste production corre$t>on- 
ding to low industrial development and also 
because of waste degradation in the tropics, 
where most of the poor countries are. 

A recognition of the permanent solution 
of social transformation being a long process 
has led the author to present a tactical 
programme of actions (pp 234-40). Even that 
will face serious politico-economic social 
obstacles. I'his is clear from some recent 
press report in Britain—expert recommen¬ 
dations on the toxic waste disposal being 
ignored by the government itself, growing 
concern with the ‘greenhouse effect’ being 
diverted by the government and the Central 
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Eieiitricity Camtiiig Bo«d into promoiion 
of nuclear power, and the British agreeing 
to international control on chlorofluoro- 
carbons (CFCs) causing the ‘hole’ in the 
orone layer only when the ICI had developed 
substitutes. The latest international conven¬ 
tion on export of toxic wastes has still to be 
ratified, being studied for implications by 
the European and other industrial countries’ 
governments, and is no guarantee of a check 
on transport across the seas and dumping 
in the third world. The growing environ¬ 
mental consciousness in the industrial world 
is not only constantly digressed into possibi¬ 
lities of technological alternatives solving 
this or that problem in isolation, rejecting 
a holistic approach, but also the emphasis 
is diluted by diverting attention into presen¬ 
ting the problem as an all-world pheno¬ 
menon. The author also falls into this trap 
in calling for a wholesale reversal of the 
modern technological trends (p 233). Such 
a reversal appears to be urgent for the 


THERE, arc numerous studies on rural 
poverty in India conducted by .several in¬ 
dividuals and institutions ever since in¬ 
dependence of the country. These studies arc 
broadly of two types: one is based on large- 
scale sample surveys and another is the type 
of intensive village .studies. The National 
Sample Survey (NSS) has been virtually the 
only source of large-scale data on consumer 
expenditure, housing conditions, etc, on the 
baisis of which several attempts have been 
made by several researchers to study the in¬ 
cidence of poverty and the intra- and inter¬ 
regional disparities in standard of living and 
conduct statistical demand analyses. 

Large-scale sample survey data are clear¬ 
ly inadequate, particularly for understanding 
the dynamics of rural poverty. Some impor¬ 
tant and interesting aspects of life and living, 
such as the use of new commodities or the 
extent of reliance on traditional patrons, the 
perception of security of livelihood, the 
quality of life with respect to the changing 
agrarian scenario, etc, are completely missed 
in the large-scale surveys. Further, without 
comprehending the trends and processes of 
social and economic change, one-shot en¬ 
quiries cannot illuminate the root causes of 
poverty faced by different classes of people 

It is well known that in the pre-indeper- 
dence years agriculture in Birbhum, like in 
other parts of India, was characterised by 
landlordism centring round both the zamin- 
dari and the ryotwari systems. It had almost 
all the ingredients of an institutionalised 
agrarian structure with large landowner, 
primarily operating as a land-rentier at the 
apex, with successive categories of farmers, 
cultivators, share-croppers, attached 
labourers and casual labourers—all linked 
up to the landowner through a reasonably 
well deflned set of roles and relations. In this 
relational structure the categories of land- 


industrial world, but any success may be 
possible only when popular con.sciousnes$ 
is really roused and becomes effective 
against the constantly promoted all round 
wasteful consumption. However, the produc¬ 
tion forces of modern technology cannot be 
denigrated in the countries of wide dispari¬ 
ties and with the vast majority being poor. 
There it needs to be appropriately used for 
providing the basic needs and comforts for 
the whole community. 

One cannot deny that on one plane, iheie 
is an urgent need for all people ol the 
industrial and the third world, rich and poor, 
to join in a united struggle evcrysshcre 
against the nuclear power. As the author 
rightly emphasises, it must be the tmmediate 
target to force governments to close all 
existing plants at the end of thetr lifetime 
and to build no new ones. Radioactisits is 
the worst of pollutants now. and tor luturc. 
everywhere in the temperate and tropical 
regions, and on land and tn the seas. 


rentier, the share-cropper and the concomi¬ 
tant attached labourers are conspicuous in 
the articulation of the agrarian system. The 
pre-eminent authority and power of the 
land-rentiers, their direct control ovei the 
share-croppers and the almost unbrakcable 
ties with the attached labour chaiacterised 
the manner in which the system and its 
norms were upheld. 

Such an agrutian system was marked by 
an overt contradiction, viz, that of an uneasy 
co-existeiice ol a class of wasteful landlords 
who had little oi no interest iti the develop¬ 
ment of land and its productivity, and a vast 
army of marginalised share-croppers pau¬ 
perised mahindars and destitute knshans- 
in-bondagc, all tied to the landlord by a 
customary unquestioning loyalty. 

The interval between the pre-indepen¬ 
dence years and the current decade witnessed 
the successive stages of land reforms follow¬ 
ed by elimination of the landlord category 
of feudal intermediaries, vesting of rights of 
ownership of tenants, etc. In short, a sus¬ 
tained effbrt was made to reduce es’iction of 
share-croppers and thereby to give land to 
the tillers. In the same period an enormous 
expansion of the market, with its tentacles 
reaching the nerve centres of the global 
market, look place. Howsoever diffused 
these factors may be, the agrarian structure 
did respond to these changes during this 
interval of time. 

Having thus drawn the broad contour»ol 
change that has taken place in Birbhum. it 
is pertinent to di.scuss the level of living of 
the villagers under review. 

Poverty and Class Relations 

The author of the present book followed 
the approaeh of intensive village studies to 
unfold the dynamics of rural poverty. He 


believes that merely quantitative estimate 
of different aspects of life and living are not 
sufficient to understand the dynamics of a 
village reality and that the quality dimen¬ 
sions of life and living such as inter- 
household linkages or relations and pro¬ 
cesses, perceptions of people regarding their 
level of living, inter- and intra-village 
exchange relations, etc, should be brought 
into the analytical framework so that the 
modes of causation of poverty as develop¬ 
mental consequences could be probed. This 
approach to empirical research is certainly 
not a new one. Many sociologists/social 
anthropologists tollow this approach, parti¬ 
cularly to undcisiand the structure and func¬ 
tioning ot our village society. However, there 
has been little emphasis so far on this 
approach by economists in our country. 
They generally bcliese that such studies can 
hardly give the macro piviurc of the village 
economy in view of the limited geographical 
coverage of the villages studied and the selec¬ 
tion procedure followed in choosing the 
study village.s. Nevertheless, such studies 
may serve as pilot studies for designing 
large-scale surveys and may throw up in¬ 
teresting hypotheses. This book is a welcome 
addition in this perspective. 

The book is divided into eight chapters. 
CTiaptei 1 provides a competent description 
of the socio-economic characteristics of two 
selected villages—one advanced and the 
oihei backward - in the district of Birbhum 
in West Bengal. The advanced village is 
located in a much better mtrastructiiral 
environment in terms ol roads, market, 
educational institutions, etc The backward 
village lacks these environmental advan¬ 
tages. However, in terms of production per¬ 
formance, the latter is relatively better-off. 
1-urther, in terms ol agraiian class categories, 
the former is dominated by big farmers and 
the latter has a concentration of small 
peasants. Thus the two chosen study villages 
are in sharp contra.si to each other not only 
in respect ol their environments but also 
from the point of view of production and 
distribution ol agricultural resources. 

Chapter 2 piesents a brief socio-political 
history of the last .SO years or so of each 
village majoi weakness ot this book lies 
III this chapter in this chapter the author 
tries to take a view of the changes in land 
and labour relations taking place due to 
changes in the socio-political conditions of 
the villages over lime, relying mainly on the 
facts narrated by some knowledgeable 
persons m and around the village out of 
theii memory. It has been a popular practice 
among social scientists to collect so-called 
historical data through such interviews in 
view of the non-availability of published 
documents. Bin the main risk of such a 
scheme of data collection lies in the possibi¬ 
lity of a high response bias due to conscious/ 
unconscious misreporting of facts by respon¬ 
dents belonging to various caste-class 
categories. The author has made no mention 
of any procedure followed to check and 
eliminate such response biases. This chapter 
is also overburdened with case histories 
which have not been linked up with the main 
focus of the study. It would have been better 
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to hove some broad conclusions at the end 
of this chapter that arc relevant for the 
remaining substantive part of the book’s 
poverty discussion. 

Chapter 3 presents the profiles of the 
villages as revealed by the cross-sectional 
data for 1983. The main conclusion that 
emerges from this chapter Is that in the 
backward village the average production 
performance (as measured by the produc¬ 
tivity of land) ol agricultural labour 
households (comprising mostly the back¬ 
ward and tribal hoirseholds) is almost same 
as that of the gentry households (mostly 
middle and upper caste households). In the 
advanced village, on the othei hand, the per¬ 
formance of the gentry households is 
relatively bettei than that of the labour 
households. The observed intei- and intra- 
household differences m production perfor¬ 
mances have been explained by the author 
analytically in icirns ol organisations of pro¬ 
duction and vai lous aspects ot prodculion 
relations prevailing in the two villages. 

Chapter 4 piovides an extensive analysis 
of production relations. I'he readers can get 
a comprehensive picture ol the differential 
formal/infornial siructuics of inter- 
houschold economic transactions and con¬ 
tractual relations in land, labour and credit 
and also the modes of interactions between 
outside agencies and the variou.s inira-villagc 
interest groups. The data clearly show how 
the labour class is the victim ol exploitation 
and oppression by the land-nch families in 
the developed village, while in the backward 
village, the picture is not so retrograde. As 
a result, both the gentry and labour house¬ 
holds suffer iinitormly from the incidence 
of poverty. It may be noted that the in¬ 
cidence of land-nch families in the backward 
village is tow and, as expected, the incidence 
of exploitative social realations of prodcu- 
tion in this village is less. This is brought out 
in the author's analysis of the occupational 
structure in the two villages in Chapter 5. 
We find from the lindings of this chapter 
that concentration of income acquisition 
from agricultural and extra-agricultural 
sources is much higher in the developed 
village compated to the backward one. 

Chaptei 6 takes up the analysis of the data 
obtained from the intensive village enquiry. 
The data were collected from all the 
households in the backward village and from 
an equal number of households (i c, I6S) 
selected by the method of simple random 
sampling without any slratification from the 
advanced village. The authui considered a 
few major indicators of levels of living, viz, 
levels of food intake, expenditure on festivals 
and education and the number of school¬ 
going children in the households. The author 
does not give any reason for not considering 
such well known indicators of the level of 
living, such as housing conditions, stocks of 
consumer durables, mortality and morbidity, 
terms and conditions of work, security, 
leisure and recreation, etc. As a matter of 
fact, the level of living is a multi-dimensional 
concept and covers a number of aspects 
which together would provide a composite 
view of the life and living of the people. 
Large-scale sample surveys in India, especial¬ 


ly the NSS, have not yet been able to cover 
all these aspects due to the very nature of 
the survey design. One therefore expects that 
micro studies of the type undertaken by the 
present author would cover these items in 
an attempt to obtain a comprehensive view 
of the phenomenon of poverty. Unfortu¬ 
nately, the data presented in this chapter do 
not fulfil our expectation. The data collected 
on the limited aspects of level of living reveal 
that the backward village is relatively better 
off compared to the advanced village. Again, 
the incidence of poverty is greater among the 
labour households of the advanced village 
compared to their counterparts in tht 
backward village. Differences in the level of 
living in these two villages have been explain¬ 
ed in terms of the differences in production 
relations. Thus the poverty of the backward 
village is apparently not the outcome of 
retrograde production relations. Poverty in 
the developed village, on the other hand, is 
primarily the result of the exploitation 
mechanism which is inherent in the prodcu- 
tion relations in the village. 

As a sequel to the earlier chapter. Chapter 
7 discusses the variou.s facets of exchange 
relations which, according to the author, 
serve to precipitate poverty in the rural areas, 
■fhe author has identified two analytical 


■.,5' c. ^ 

categoHes—intra-ivillage and! eara-village. 
exchange relations—-on the basis of which 
it has been shown that intra-village exchange 
relations are of much significance in genera¬ 
ting poverty in the advanced village whereas 
extra-village exchange relations take the 
leading role in reinforcing poverty among 
farming households of the backward village 

In the concluding chapter the author 
presents a retrospective analysis of the causes 
of poverty in the two villages and suggests 
certain hypotheses regarding the multi-form 
genesis of poverty and possible retardation 
potential of the agricultural development 
process. He also emphasises the need for 
similar study in other parts of India for 
identifying the facets of a macro-economic 
retardation process. 

Notwithstanding the few comments made 
on some ot the analytical procedures and 
observations drawn, the volume is a welcome 
addition to the literature on rural poverty. 
The author has done a commendable job in 
presenting a concrete study on the political 
economy ol rural poverty. The scope of 
statistical surveys ol rural poverty can be 
widened and the hypotheses presented here 
can be tested on a large-scale with a little 
modilication of the survey instruments and 
l"5('s nf analysis suggested here. 
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SPECIAL ARTICLES 


Indian Economy in the 1980s and on to the 19908 

CTKiirien 


This paper seeks to arrive at some inferences about the manner in which the economy has been responding to 
the widely-publicised policy measures frequently referred to as ‘the new economic policy'and, on that basis, to hazard 
some guesses about the shape of things to come. Since the new policy measures have been largely directed towards 
industries and the external sector of the economy, these are taken up for special examination and attention is focus¬ 
ed on the link between industrial growth and export performance. 


1 

THE performance of the Indian economy 
since Independence and up to the end of the 
1970s or early 1980s has been comprehen¬ 
sively documented and incisively analysed 
by two scholars in recent years. The first is 
V K R V Rao’s study, India's National 
Income, 1950-1980', in which the growth of 
real and nominal NDP, its composition 
among different sectors of the economy as 
well as different regions of the country are 
considered. The study also examines factor 
shares in the national product, the growth 
and structure of consumption, savings and 
capital formation and other related aspects 
of the performance of the economy over a 
thirty-year period. The second study is that 
of R M Sundrum, Growth and Income 
Distribution in India^ which, apart from 
analysing the trends in growth and pattern 
of distribution, also provides a critical 
evaluation of development policies since the 
beginning of the planni^ era. 

An extension of these analyses into the 
1980s to see what the long-term trends are 
would be very desirable However, that task 
is made somewhat difficult at this stage in 
view of the revision of the national income 
series announced by the CSO in February 
1988 taking 1980-81 as the base year.’ 
Apart from the change in the base year that 
has been made in national income series 
every decade; this time there have been Rutjor 
changes in the methodology adopted, 
especially in relation to the treatment of 
depredation and of the service sector so that 
the new series have brought about signiH- 
cant differences in the measurement of 
national income and its sectoral composi¬ 
tion. At this stage; th^foic; it is not possible 
to situate the 1980s against the background 
of the performance of the earlier decades.* 

This is, indeed, a pity because the 1980s 
have witnessed mgjor shifts in economic 
policy and it is crudal to evaluate how the 
economy has responded to these new policy 
measures and whether the performance of 
the economy shows any perceptible dif¬ 
ference in comparison with the past. At the 
same time the publication of the new series 
for the poiod 1980-81 to 1986-87 (the figures 
for 1986-87 bang a quick mtimate) makes 
it possible to capture the broad features of 
the economy during this decada From these 
it it still possible to arrive at some inferences 


about the manner in which the economy has 
been responding to the policy initiatives, and 
on that basis to hazard some guesses about 
the shape of things to come. Such an exer¬ 
cise, based on the new national income series 
which have become available and on a few 
related studies, is the limited purpose of this 
paper. 

In Part II of this paper .some comments 
are offered about the overall performance 
of the economy from 1980-81 to 1986-87. 
Since the new policy measures have been 
largely directed towards industries and the 
foreign sector of the economy, these are 
taken up for special examination in Parts 111 
and IV concentrating attention on the link 
between industrial growth and export per¬ 
formance. Part V raises some general issues 
arising from the analysis particularly as they 
have a bearing on the economic .scene in the 
1990s. 

II 

Thble 1, reproduced from Table 3 of the 
CSO's publication referred to above, shows 
the changes that come about in GDP 
estimates for 1980-81 following the old and 
the new methods. There is a 7.6 per cent in¬ 
crease in GDP that year on the basis of the 
new method. The positive variations are 
spread over many activities, especially in the 
goods producing sectors, and the negative 
variations are .substantially in the service 
sectors. For all six years from 1980-81 to 
I98S-86 for which GDP figures are available 
in terms of the old and new series, the latter 
figures are above the former figures by 
between 7.6 and 9.3 per cent as can be seen 
from row 1.4 of Thble 2. However, it has been 
pointed out that there is no overall upward 
revision of annual growth rates resulting 
from the adoption of the new series. Rows 

2.1 and 2.2 of Ihble 2 make a comparison 
of the growth rate according to the old and 
new series. They show that the growth rates 
according to the new series were higher over 
those according to the old series only in 
1981-82 and 1982-83. In 1981-82 the growth 
rate according to the new series was 6.2 per 
cent and according to the old series 5.6 per 
cent; in 1982-83 the respective figures were 

3.1 per cent and 3.0 per cent. For the subse¬ 
quent years the old .series show higher 
annual growth rate. The CSO publication 
(Ikble 5) shows that taking the last few years 


of the Sixth Five-Year Plan (1981-85) the 
annual compound growth rate of GDP ac¬ 
cording to both the series is 5.1 per cent 
while for the five years 1981-86 the old series 
show an annual compound rate of 5.1 per 
cent while according to the new series it is 
5. 0 per cent. The growth rate differences 
become more pronounced for NNP. Fbr 
1981-85, the annual compound growth rates 
of NNP according to the old and new series 
are 4.8 per cent and 4.6 per cent respectively 
and for the 1981-86 period the respective 
figures are 4.9 per cent and 4.6 per cent. 
While the growth rates themselves do not 
show any major difference according to the 
two series, it may be noted that because of 
the upward shift, resulting from the new 
series per capita incomes get revised up¬ 
wards, as can be seen from rows 3 and 4 in 
Thble 2. 

An examination of the sectoral profiles of 
growth during the 1980s shows some note¬ 
worthy features. For this purpose the quick 
estimates for 1986-87 released by CSO in 
February 1988 as a separate press note are 
also made use of thus extending the coverage 
from 1980-81 to 1986-87.’ Thble 3 presents 
the annual variations in NDP for this period 
according to the broad sectors. What is most 
striking in the table is the poor performance 
of agriculture with a compound annual 
growth rate of 1.5 per cent during the period. 
The sector shows negative growth rates in 
three out of the six years, and positive 
growth rates only in two years, between 
1980-81 and 1981-82 and baween 1982-83 
and 1983-84. The figures for 1984-85 and 
1985-86 are virtually the same so that there 
has been a steady decline from 1983-84, the 
peak year of agricultural production. The 
figures for 1987-88 have not become avail¬ 
able, but since it was an year of drought, the 
performance of agriculture is known to have 
been bad. The Economic Survey, 1^7-88 
has indicated that the fall in agricultural pro¬ 
duction in 1987-88 over 1986-87 may have 
been over 7 to 10 per cent. Thus, one of the 
most disturbing aspects of the 1980s is the 
poor performance of the leading sector of 
the economy from 1983-84 onwards. There 
will be some recovery in 1988-89, but it will 
be recovery from a very low point. Looking 
at the data, one can also argue that 1983-84 
was an excepticmal year so that the basic pro¬ 
blem of the agricultural sector has bem a 
long term one of practically the whole 
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decade. Indeed, if the good performance of 
the first couple of years of the decade are 
thought of as recovery rate.s from the sharp 
fall in agriculture of 1979-80, then the 
malaise of the agricultural sector must be 
considered as chronic, anri certainly not 
something that will change with the weather 
itself as many are prone to imply. The Mid- 
Tirm Appraisal of the Seventh Five-Year 
Plan has recognised the gravity of the situa¬ 
tion. Speaking specifically about foodgrains 
production the dtKunicnt says: "The decline 
in foodgrains production from the peak 
levels attained in 1983-84 is a cause for con¬ 
cern. Adverse weather, particularly in the 
current year, is partly responsible for this. 
But a part of the problem is also the slow 
down in the spread of the HYV area in fer¬ 
tiliser consumption and in addition to net 
irrigated area. The attainability of the 
growth target for the Seventh Plan depends 
crucially on determined efforts to reverse the 
trends.”*’ In view of this, one must also be 
careful as to how the declining share of 
agriculture in NDP is viewed. It has come 
down from 39.9 per cent in 1980-81 to 33.2 
per cent in 1986-87. There has, of course, 
been a steady decline in the share of agri¬ 
culture in NDP over the years,^ and to 
some extent it is a part ot the ‘structural’ 
transformation that accompanies growth. 
But in our case, as is well known and well 
documented, there has not been the cor¬ 
responding fall in the share of labour force 
in agriculture. That apart, the fall in the 
share of agriculture in NDP in the 1980s is 


clearly a reflection of the poor performance 
of agriculture in an absolute sense and hence 
cannot be treated as an indic^on of healthy 
structural transformation. 

In contrast to agriculture, the service 
sector overall has registered good progress 
in the 1980s. Its share in NDP has gone up 
from 3S.9 per cent in 1980-81 to 38.9 per cent 
which may not appear to be a major change. 
This is partly because of the absolute change 
in the contribution of many of the service 
sector activities in the new series as seen 
from Table 1 which has substantially reduced 
its share in NDP. The reduction in the case 
of the service sector’s contribution to NOP 
has come about through different kinds of 
adjustments. It is pointed out* that in the 
case of trade, hotels and restaurants and 
transport, adjustments in working force have 
been brought about based on population 
census. Enterprise Survey 1983-84 and the 
34th round of the NSSO. In the case of 
public administration and defence the whole 
of the pension payments were so far included 
in this .sector whether made to employees 
engaged in administrative activity or depart¬ 
mental commercial enterprises, in the new 
series, the amount of pension has been 
allocated separately to the departmental 
commercial enterprises in proportion to the 
salary bill, resulting in a lower estimate in 
the sector.’ The steady increase of the share 
of the service sector in national income, as 
alst) the .sector’s contribution to the growth 
of national income have been noted by both 
Kao and Sundrum. According to Kao the 


share of the tertiary sector in NDP incieiiwd 
from 26.62 per cent in 1930-31 to 38.88 per 
cent in 1979-80. And while in the third 
decade, 1970-71 to 1979-80 the growth rates 
of both the primary sector and the secon¬ 
dary sector declined in comparison with the 
first and second decades, that of the tertiary 
sector showed a significant increase. The 
growth rate of NDP too increased in the 
third decade and Rao observes; “This is en¬ 
tirely due to the rise in the growth rate of 
the tertiary sector which was high enough 
to offset the fall in the growth rates of the 
secondary and primary sectorl’"* Sundrum 
has a more dramatic procedure to 
demonstrate the increasing impact of the ser¬ 
vice sector on the growth of the national 
economy. He has calculated for each of the 
three decades between 19Sl-S2and 1981-82, 
the sectoral contributions to the increase in 
GDP. In the Erst decade from 19S1-S2 to 
1961-62 GDP increased by Rs 8,347 crore in 
1970-71 prices, and the contribution of 
agriculture to this increase was 38.3 per cent, 
of industry 28.5 per cent and of services 33.2 
per cent. In the next decade, agriculture’s 
share in the increase in GDP of Rs 10,660 
crore was 30 per cent, of industry 29.7 per 
cent and of services 40.3 per cent. In the 
third decade. 1971-72 to 1981-82 out of the 
GDP increase of Rs 15,742 crore, the con¬ 
tribution of agriculture was only 23.7 per 
cent, of industry 24.4 per cent but of ser¬ 
vices 51.9 per cent." A similar calculation 
for the period 1980-81 to 1986-87 in terms 
of the new series shows that GDP increased 
by Rs 40,100 crore in 1980-81 prices, and the 
contribution of agriculture to this increase 
was 12.2 per cent, of industry (mining and 
manufacture) 41.2 per cent and of services 
46.6 per cent.'^ 

These figures may give the impies-sion that 
the surging of the service sector has at last 
been arrested. But that has been achieved 
primarily through the changes that the new 
series have adopted which have deflated the 
service sector, and marginally at least in¬ 
creased the manufacturing sector. The 
impact of the changes brought in through 
the new series on the contribution of the 
three sectors to the increase in GDP can Ire 
seen by comparing the relative contributions 
according to the old and the new series for 
the period from 1980-81 to 1985-86 for 
which we have data in terms of both. The 
comparison is shown in Htble 4. 

In view of what Bible 4 indicates, it is 
reasonable to assume that but for the ad¬ 
justments made in the new series the con¬ 
tribution of the service sector to the growth 
of GDP would have been higher in the 1980s 
as compared to the 1970s when it already 
played a predominant role to raise the 
growth rate of GDP. Some further com¬ 
ments on this aspect are reserved for Part V. 

A look back at Ihbk 3 shows that if the 
agriculture and mining and manufacturing 
sectors are combined into the ‘commodity* 
sector, its growth rate during the I98(h was 
3.8 per cent per annum compared to 6.1 per 


Tabli- I: EstiMAits or Gross Domistu Proixict at Factor Cost by Kind of Economic 
Activities, 1980-81, acc'ordino to Oi d and New Series 



Economic Activity 

Old Series 

New Series 

Difference 


U) 

(2) 

(3) 

(4) 

1 

Agriculture, forestry and fishing 

42788 

46479 

3691 


l.l Agriculture 

40838 

42466 

1628 


1.2 Forestry and logging 

1041 

3092 

2051 


1.3 Fishing 

909 

921 

12 

2 

Mining and quarrying 

1843 

1887 

44 

3 

Manufacturing 

I8%3 

21644 

2681 


3.1 Registered 

12306 

12281 

- 25 


3.2 Unregistered 

6657 

9363 

2706 

4 

Electricity, gas and water supply 

1970 

1989 

19 

5 

Construction 

5671 

6114 

443 

6 

Bade, hotels and restaurants 

17023 

14713 

-2310 


6.1 Trade 

15837 

13839 

- 1998 


6.2 Hotels and restaurants 

1186 

874 

-312 

7 

Bansport, storage and communication 

6238 

5724 

-514 


7.1 Railways 

1124 

1124 



7.2 Ban-sport by other means 

4167 

3680 

-487 


7.3 Storage 

157 

122 

-35 


7.4 Communication 

790 

798 

8 

8 

Financing, insurance, real estate and 
business services 

7860 

10841 

2981 


8.1 Banking and insurance 

8.2 Real estate, ownership of dwellings 

3461 

3458 

-3 


and business services 

4399 

7383 

2984 

9 

Community, social and personal services 

11192 

12835 

1643 


9.1 Public administration and defence 

5414 

5794 

380 


9.2 Other services 

5778 

7041 

1263 

10 

Tbtal gross domestic product at factor cost 

113548 

122226 

8678 


Source: CSO, New Series on National Accounts Statistics with 1980-SI as Base Year (February 
1988), Ihble 3. 
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cett of the Mtifloe Cncm-coiimK^ 
OlHoiuly a giDuping of the many activities 
in the economy into ^commodity’ pnxlucing 
(moR accuratdy perhaps ‘goods’ producing) 
and non-commodity producing (again more 
accurately ‘service* generating) sectors is 
rather questionable on many grounds. And 
there is nothing a priori to indicate what the 
‘appropriate* mix of the two should be or 
at what rates they should be growing. But 
in our economy the service sector already 
accounts for close to 40 per cent of GDP, 
and the availability of goods is at a low level. 
Under these conditions the big differential 
in the growth rates between the two groups 
with the service sector still surging cannot 
be considered as a healthy sign. At the 
technical level, it also raises questions about 
the manner in which the output and value 
added in the service sector, especially in 
public administration and defence, are 
calculated and the procedures adopted for 
deflating them from current prices into con¬ 
stant prices. But since the thrust of this 
paper is somewhat different, 1 do not pro¬ 
pose to go into these aspects here. 

Ill 

< Against the background of the structural 
retrogression and stagnation in the industrial 
sphere during the late sixties and the seven¬ 
ties. a special effort has been made in the 
eighties to stimulate and accelerate industrial 
growth. A new Industrial Policy Statement 
was issued in July 1980 by the government 
and several other policy measures have been 
adopted and aimounced since then, especial¬ 
ly in the second half of the decade.'^ The 
Sixth Five-Year Plan document, which came 
out sometime after the Industrial Policy 
Sutement was issued claimed that it brought 
about ‘directional change* in industrial 
policy. The main features of the new policy 
statement were summed up as follows; "This 
accords particular emphasis on improving 
efTiciency and productivity in the industrial 
sector through optimum utilisation of ex¬ 
isting capacity. To this end it is proposed to 
grant recognition to increased capacities 
arising from technological improvements 


and liAtour productivity by endorsing 
industrial licences selectively on the basis of 
such capacities and to permit automatic 
growth in industries in which the core sector 
or those which have a direct linkage with the 
core sector or with long-term exporis. The 
Industrial Policy Statement of 1980 also pro¬ 
vides for the induction of advanced tech¬ 
nology, introduction of processes which 
would aim at optimum utilisation of energy 
as also for the establishment of appropriate 
capacities to achieve economies of scale. A 
special thrust is to be given to the establish¬ 
ment of export-oriented units.**” At that 
time no special designation was given to the 
‘directional change* that the statement was 
bringing about, but in retrospect it is clear 
that the shift was in favour of ‘liberalisation* 
and ‘export-orientation*—two thrusts of in¬ 
dustrial policy which came to be explicitly 
recognised in the mid-eighties. 

The directional change was considered 
necessary to ‘‘remove the lingering con¬ 
straints to industrial production and, at the 
same time act as catalyst for faster growth 
in coming decades’* as the Statement itself 
claimed. On this basis the Sixth Plan en¬ 
visaged an average annual rate of growth of 
8 per cent of industrial production during 
its five-year period, admitting that against 
the oackground of the actual rate of growth 
in the preceding decade the targeted growth 
might appear to be a ‘formidable task*. Soon 
after the Sixth Plan period was over the 
Reserve Bank of India made an analysis of 
the trends in industrial production during 
that period.” The finding was "The 
average annual rate of growth of industrial 
production was S.3 per cent and significantly 
fell short of the revised Sixth Plan target of 
7 per cent, the target originally envisaged be¬ 
ing 8 per cent. This growth rate has al.so been 
marginally lower than the trend growth rate 
of S.8 per cent per annum registered during 
the period 19.31 to 1979 as also the Fifth 
Five-Year Plan (1974-79) growth rate of 6.1 
per cent which in itself was sluggish in rela¬ 
tion to the planned rate of 7 per cent"” In 
other words, as against the Sixth Plan’s at¬ 
tempt to revive industrial production and 


accelerate growth through a directional 
change in industrial policy, the actual per¬ 
formance turned out to be worse than dur¬ 
ing any previous period.” The 
phenomenon calls for a closer scrutiny. 

In the generally poor year 1979-80 which 
formed the reference year for the Sixth Plan’s 
performance, the index of industrial produc¬ 
tion had also gone down compared to the 
preceding year, showing a negative growth 
rate of 1.4 per cent. The next year the growth 
rate went up to 4.0 per cent, not yet showing 
a recovery rate which was seen only in 
1981-82 with a growth rate of 8.6 per cent, 
the highest for the entire five-year period, 
and far above the figures for the subsequent 
years. In fact the growth rate in 1982-83 was 
only 3.9 per cent (which justifies the 1981-82 
performance being considered as a recovery 
rate) and the next two years being 5.5 per 
cent and 5.6 per cent respectively. Among 
the major groups within industry, mining 
and quarrying did better in the Sixth Plan 
period compared to the previous four years, 
the growth rate of the group going up from 
the Fifth Plan annual average of 6.2 per cent 
to the Sixth Plan average of 10.2 per cent. 
Electricity’s average annual growth rates 
during the periods were 9.9 per cent and 8.3 
pier cent. Manufacturing which should have 
shown the directional change performed 
badly, its average annual growth rate coming 
down from 5.7 during the Fifth Plan to 4.5 
during the Sixth. Within manufacturing, 
again it is important to note that the poor 
performance came from metal-based and 
chemical-based industries which were to be 
the ones that should have responded to the 
new pwlicy initiatives. (For details see Tkbic 5.) 

In terms of use-based classification, 
deceleration in the rate of increase in output 
was recorded by all major sub-groups. In the 
basic goods .sector fertilisers, organic 
chemicals, iron and steel and electricity 
showed pioor pierformancc, the performance 
of iron and steel in particular being con¬ 
sidered as ‘dismal*, moving down from 9.0 
pier cent during the Fifth Plan to 3.3 per cent 
in the Sixth. Fertiliser too came down from 
16.8 pier cent to 11.9 pier cent. In the capital 


Table 2: Comparison of GDP ArcoRoiNC to Oi.d and New Series, 1980-81 to 1985-86 




1980-81 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

1 

GDP at factor cost 
(Rs ctore—current pirices) 

I.I Old Series 

1,13,548 

1,30,770 

1,45,961 

1.72,704 

1,90,888 

2,15.024 


1.2 New Series 

1,22,226 

1,42,876 

1,58,851 

l,86.406r- 

2.06,732 

2,33,305 


1.3 Difference 

8,676 

12,106 

12,890 

13.702 

15,844 

18.281 


1.4 Percentage difference 

7.6 

9.3 

8.8 

7.9 

8.7 

8.5 

2 

Growth rates 

2.1 Old Series 

7.3 

5.6 

3.0 

8.1 

3.9 

5.1 


2.2 New Series 

NA 

6.2 

3.1 

7.9 

3.2 

4.8 

3 

Pa capita GNP (Rs) 

3.1 Old Series 

1,676.1 

1.884.2 

2,049.1 

2,371.7 

2,563.2 

2,832.3 


3 J New Series 

1J03.2 

2,059.3 

2,231.6 

2,561.6 

2.778.2 

3,071.2 

4 

Per capita NNP (Rs) 

4.1 Old Series 

1,557.3 

1,743.0 

1,887.3 

2,186.0 

2,354.8 

2,595.6 


4.2 New Series 

1,687.2 

1,851.0 

1,993.4 

2,294.8 

2,477.0 

2,721.0 


Soweti CSOl New Serks on National Accounts SlatMes with 1980-81 as Base Year, 1988. Based on Statement 1. 
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goods industries poor performance was 
recorded by hand tools and small tools, 
boilers and steam generating plants, tractors 
and heavy electrical equipment, while inter¬ 
nal combustion engines, air-conditioners and 
refrigerators, cables and wires, electric 
motors, etc, did well. Intermediate goods 
industries also showed uneven performance;. 
Even the consumer goods industries, both 
consumer durables and non-durables had 
depressed performance having fallen from 
the Fifth Plan average of 5.5 per cent to 3.6 
per cent in the Sixth. But there is something 
of an aggregation problem here. In con¬ 
sumer durables there was a sharp improve¬ 
ment in the production of motor cars and 
motor cycles; fans, telecommunications and 
office equipment indicated significant 
decrease. 

What is perhaps more impressive is that 
during a period of generally poor perfor¬ 
mance, the production of a few industries 
was “far in excess of projected level” as the 
RBI analysis puts it. The industries belong¬ 
ing to this category were scooters, motor 
cycles, boilers, computer systems, passenger 
cars, domestic refrigerators, petroleum 
crude, jeeps, consumer electronics, machine 
tools, and communication equipment where 
actuals for 1984-85 were up to 80 per cent 
above the targeted figures. 

Some details of the poor performance of 
industries during the first five years of the 
present decade have been dwelt upon 
because the official attitude towards the 
industrial performance of the decade has 
changed of late. Thus, Economic Survey, 
1987-88 claims: “Industrial production 
during 1980-81 to 1986-87 grew at a com¬ 
pound annual rate of 7.6 per cent against 
4.2 per cent per annum between 1971-72 to 
1979-80. Also, the growth rate achieved 
during the eighties is much higher than the 
trend growth rate of 6 per cent witnessed in 
the earlier three decades. The sectoral growth 
profile reveals an improvement in growth 
performance during 1980-81 to 1986-87 as 
compared to 1971-72 to 1979-80 in all sec¬ 
tors, 1 e, mining and manufacturing and elec¬ 
tricity generation. This high rate of in¬ 
dustrial growth recorded during the eighties 
as compared to the seventies, has been main¬ 
tained during 1986-87 and the first eight 
months of the current year for which the 
data is available!’’^ 

IVvo other claims are being made regar¬ 
ding “the high rate of industrial growth 
recorded during the aghties”. The first is 
that it is the result of the new policy in¬ 
itiatives. That claim was made by Economic 
Survey, 1986-87 which opened with the 
following statement; “There is strong 
evidence that the Indian economy is now on 
a new growth path. In the eighties, the 
avenge annual rate of growth has been 5 per 
cem which is much higher than the historical 
trend rete of growth. The industrial growth 
rete is increasing... These are substantial 
achievemerns, made possible by a sound and 
responsive macro-economic policy envlron- 
mentr'* The second claim has been that the 



industrial sector has been emerging m a 
resilient and dynamic sector of the Indian 
economy. This new view about the industrial 
sector is on the basis of the reflection of the 
experience of the drought of 1987-88. In 
presenting the central government's budget 
for 1988-89 the finance minister said; 
“Despite the decline in agricultural produc¬ 
tion, GNP growth in 1987-88 is reported to 
be in the range of 1 to 2 per cent, in con¬ 
trast to a decline of 4.7 per cent in 1979-80. 
Available data show that industrial produc¬ 
tion in April-Novcmber 1987 rose by 10.2 per 
cent over the corresponding period of the 
previous year. In contrast, in the drought 
year 1979-80 there was an absolute decline 
of 1.7 per cent in industrial production!' 
Economic Survey. 1987-88 had argued that 
some important structural changes have oc¬ 
curred over the years which have now made 
the industrial economy less sensitive to fluc¬ 
tuations in agricultural production. 

How did these shifts in moods and figures 
come about? First, the eighties are now 
being compared with the period 1971-72 to 
1979-80. With the general performance, in¬ 
cluding industrial performance, being what 
it was in 1979-80, it is not surprising that 
the growth rate for this period is seen to be 
low. .Secondly, the Index of Industrial Pro¬ 
duction was revised in 1985-86 shifting the 
base from 1970 to 1980-81, consequent 
reallocation of weights and some significant 
additions and deletions. In carrying out the 
revision it was pointed out that many ot the 
present critical growth areas like chemicals, 
petro-chemicals, garments, gem-cutting and 
electronics did not have commensurate 
weights in the old series while many of the 
traditional but currently stagnant industries 
such as mill sector cotton textiles command¬ 
ed disproportionately high weights. It was 
point^ out too that data for a number of 
items in the manufacturing sector was not 
being reponed for several years and that con¬ 
sequently these items were dropped and their 
weights redistributed over the remaining 
items. Another major change was the inclu- 


Sion for the first time of some 50 items fRHii-‘|} 
the small-scale sector which were coii-.'.i^ 
tributing at least 25 per cem to the total pro- ' ' 
duction of the relevant items in the base year, .-i.' 
Thus the revision of the index of industrial, 
production with base year 1980-81 has been > 
of more than the standard pattern. The net 
effect of the revision has been that industrial : 
production in the eighties now shows a much 
higher rate of growth than was seen on the 
basis of the old series. The changes are noted ' 
in Tkble 6. In particular it is noticed that the ', 
growth rate of manufacturing industry . 
moved up sharply from 5.7 per cent accor¬ 
ding 10 the old index to 8.0 per cent accor- ' ■ 
ding to the new index in 1984-85 and from 
6.1 per cent to 9.7 per cent in 1985-86. 
Whatever may have been the rationale 
behind the revision ol the index of industrial 
production, it has come in handy to imply 
that the directional changes in industrial 
growth have begun to show clear evidence 
from 1984-85 associating them with the 
polic-y changes in industry initiated by the 
new administration from early 1985. These 
changes, indeed, have been very major ones, 
delicensing, broad-banding, capacity re¬ 
endorsement, raising minimum a.sset limits 
of MRTP companies, liberalisation of 
depreciation provisions, changes in tax struc- 
tuie, etc. However, it is loo early to docu¬ 
ment whether indusuy has responded to 
these changes and whether they have suc¬ 
ceeded in raising the growth rate of industry 
on a fairly sustained basis. But till concrete 
evidence to the contrary is provided, what 
is pre.sented as a sudden spurt in-industrial 

Tabu 4: C'oMRiRiniiiN or Tin Thru-. 

Maior Si< ujrs ioOrowih in GDP 
I ROM 1980-81 to 1985 -86 
_ (Per Cent) 

Old Series New Series 

20.7 18.6 

23.0 33.6 

56.3 47.8 

Sourve: Calculated from original CSO material. 


Agriciihurt' 

Industry 

Services 


Tabu- 3: Annuai Variations in NDP 1980-81 lo 1986-87 
(At 1980-81 Prices) 


(Per Cent) 



1981-82 

1982-83 

1983-84 

1984-85 

1985 86 

1986-87 

1980-81 to 
1986-87, 
Com¬ 
pound 
Annual 
Growth 
Rate 

1 Agriculture, etc 

5.8 

-1.9 

11.2 

-2.1 

0 

2.9 

1.5 

2 Mining and 

Manuftauring 

7.9 

4.1 

8.2 

6.3 

8.0 

8.4 

7.1 

3 1-62 

6.6 

0.03 

10.0 

1.1 

3.2 

1.9 

3.8 

4 Service 

5.4 

7.1 

4.6 

5.7 

6.9 

6.8 

6.1 

4b Public admn 

and defence 

1.6 

10.6 

3.0 

10.0 

6.1 

11.6 

7.1 

5 NDP 

6.2 

2.8 

8.0 

2.8 

4.6 

3.7 

4.7 


SongeK Centre for Monitoring Indian Economy, National Income, Consumption Expenditure 
Saving and Capital Formation, Quick Estimates 1986-87 (February 1988). Based on 
■ Ihble 8. Original source, CSO. 


1989 


791 ; 



Protchem Industries will soon 
commence operations with a built in 
double advantase - a tax free status 
and 100% suaranteed buy back by 
their collaborators M/s Union Bros 
Industries Inc., Japan 
The collaborators m addition to offtake 
are also suaranteemgrated production 
and requisite quality Ihey will also 
have an equity stake of Rs 27 42 lakhs 
in the Company 

Protchem Irrdustries will manufacture 
Ammo Acid Powder, Cystine and 
L - Tyrosine at their plant in the 
Union Territory of Por, Jicheriy These 
products are used in the pharmaceutical 
and food processing industries and 
enjoy a. tremendous demand in Japan 
S) Western Countries The 6asic raw 
material, human hair is easily available 
Apart from its tax free status, the 
unit will also enjoy backward area 
benefits. The plant is likely to 
commence operations in May, 1989. 
With the inbuilt acfvantagcs Protchem 
Industries should make a rewarding 
investment 


ISSUE OPENS ON 
27th APRIL 1989. 


HIGHUGHTS 

• 100% Export Orianted Unit 
No custom* duty on import of 
capital goods ara raw 
matarlals. 

Finishad products axamptad 
from ail iavias. 

• Convarsion of wasta human 
hair into national wealth 
with latest Japanese 
Technology. 

• Firm buy back arrangamant 
with the foreign Collaborator 

a Professional Management 
having vast experience in 
Chemical Industry 
a No gestation period- 
production to commence 
from May 1989. 
a No constraints as to 
production due to 
comfortable availability of 
raw materials and other 
infrastructure facilities, 
a Equity Participation by the 
foreign coliaborator. 
a Easy liquidity- Listing at 
Madras and Bombay Stock 
Exchanges 

a 80 CC and other tax banafHs. 


PUBUC ISSUE OF 
19,00,000 

EQUITY SHARES OF 
Rs. 10/- EACH FOR 
CASH AT PAR. 


Protchem 
Industries 
(Iivdia)Ltd. 

Registered Office 2. Rafa Rafeswari Nagar, 
Pondichany 605 011 

Admn Office AG 50. Ill Street. Anna Nagar. 
Madr«600 040 



MANAGERS TO the ISSUE 


FINieJNClAJL 
SERVICES LTD. 


^ W/1, An 


ownrd suMKfwy of CAMARA bankj 
M arkets Group 
Arm* Saiai, 

Tcynampet, Madras 600 Oi0 



.■ «c«xxnk ^ 


792 





















fnxn wtfer 'MvMge 
of industries and reallocation of wei|hts 
rtiher than from technological progress, in* 
provement in productivity or better utilisa¬ 
tion of capacity.'* The late Daniel Thome 
once referred to “agricultural revolution 
through census redefinition"; we may be 
passing through a similar experience in the 
sphere of industry in the eighties. This must 
be kept in mind in evaluating the mining and 
manufacturing sector’s contribution to NDP 
seen in Ihble 2. 


The July 1980 Industrial Policy Statement, 
as noted already, had postulated a close con¬ 
nection between induistrial growth and ex¬ 
port performance. It was expected that if 
industrial growth were to pick up it would 
lead to an increase in exports and that a 
more open economy would stimulate in¬ 
dustrial growth as well. For this purpose the 
regime o^ liberalisation that was launched 
within the economy to augment industrial 
production was extended to the external 
sphere also in terms of more liberalised im¬ 
port policies, more concessions for exports 
and more favourable conditions for foreign 
collaboration. Hence a review of these 
aspects will be useful both to assess the per¬ 
formance of the economy in the 1980$ as 
also to consider the impact of the new policy 
measures. 

There are, of course, some very visible 
results of policy initiatives. For instance, 
foreign collaborations approved which were 
as low as 271 in 1975 and 267 in 1979 shot 
up to 526 in 1980, and although there was 
a fall to 389 in 1981 picked up again in 1982 
and kept on rising.^ They showed a peak 
figure of 1,024 in 1985, but again came down 
to 957 in 1986 and 853 in 1987.*' Foreign 
investment approvals more than doubled in 
a short period of two years from Rs 61.8 
crore in 1983 to Rs 126.0 crore in 1985 after 
which they too have come down somewhat, 
to Rs 106.9 crore in 1986 and Rs 107.7 crore 
in 1987. Here again, perhaps it is too early 
to say what may be expected of these 
changes. 


the per f d^ uiB CC has been more 
modest, and indeed not up to expectations. 
I shall concentrate on sports. Thble 7 brings 
togsher information on principal exports 
which shows that in value terms exports 
increased from Rs 6,710 crore in 1980-81 to 
Rs 12,566 crore in 1986-87. The growth of 
exports in value terms will not be a good in¬ 
dicator of sport psfornumce. The Reserve 
Bank of India’s analysis of sports during 
the Sixth Plan period says that "the annual 
average compound rate of growth in volume 
of sports... works out to 2.6 per cent, less 
than one-third of the targeted aimual growth 
during the Plan period.** And the Seventh 
Five-\fear Plan Mid-lbrm Appraisal says: 
“piports fared poorly until 1986-87 recor¬ 
ding an average real growth of only about 
2.4 per cent”. And so it may be safe to state 
Uuit the growth of goods sported in the 
1980s has been rather than poor and not at 
all in tune with the spectations of the plans. 
The usefulness of the value figures given in 
liible 7, therefore, is to understand the com¬ 
position of sports. In the table, sports have 
been divided into five major group.s. Agri¬ 
culture and Allied Products, Ores and 
Minerals, Manufactured Goods, Minerals, 
Fuels and lubricants and others. In the con- 
tst of this paper the main concern is with 
manufactured goods. At the beginning of 
the decade they constituted about 56 per cent 
of our sports; by 1986-87 there was a 
marginal decline to 55 per cent. What is 
more important is the relative share of items 
within the group indicated as (a) to (i) in the 
table. Ibxtils accounted for about 25 per 
cent of manufactured goods sported in 
1980-81, but moved up to about 28 per cent 
at the end of the period. Leather and 
Leather Goods showed a small increase from 
10 to 11 per cent. A big increase came in the 
share of Gems and Jewellery, from 16 per 
cent to 30 per cent.*** The combination of 
chemical and metal manufacture (items (g) 
and (h)) accounted for 28 per cent in 1980-81 
but came down sharply to 11 per cent in 
1986-87. These products from the modern 
manufacturing sector, it may be noted, now 
account for only a little more than half the 


Table 5: Industrial Production: Rates ot Growth 


General 


Major Groups 


ut-Based Classification 



Index 

(100.00) 

Mining Electricity Manufac- 
and Qaai- (9.23) turing 
rying (81.08) 

(9.69) 

Agro- 

based 

(33.68) 

ill 

Chemical- 

based 

(12.86) 

Fifth Plan Average 
(1974-79) 

6.1 

6.2 

9.9 

5.7 

3.9 

5.9 

7.9 

1979-80 

-1.4 

0.7 

2.1 

-2.1 

-3.8 

-1.0 

-0.4 

1980-81 

4.0 

4.3 

5.8 

3.7 

6.0 

4.1 

1.7 

1981-82 

8.6 

13.8 

10.2 

7.3 

6.1 

5.7 

13.4 

1982-83 

3.9 

10.8 

7.1 

2.5 

2.7 

-1.0 

3.1 

1983-84 

5.5 

11.5 

6.8 

4.5 

1.9 

8.6 

5.3 

1984-83 

5.6 

8.4 

11.4 

4.1 

2.0 

4.4 

7.8 

Sbtth Plan average 

3.5 

10.2 

8.3 

4.5 

3.7 

4.4 

6.3 


Source: Reaerte Bank of India Bulletin, May 1986, ‘Ttends in Industrial Production during 
the Sixth Five ifear Han: A Review. Fttmi Ikble 1. 


(f) ) make fo our export earnings. Su^ we" 
are very far frmn a process of industrialisa¬ 
tion linked to export promotion, not to 
speak of export-led industrialisation. The 
comment of the Economic Survey, 1987-88 
on the ‘improved performance’ of exports 
in 1986-87 may be recalled: "The principal 
commodities which contributed to this 
increase in exports include gems and 
jewellery, leather and leather manufacTuiers, 
ready-made garments, oil-cakes, cashews, 
kernels, marine products, tobacco, raw cot¬ 
ton and coffee. There was a decline in the 
exports of tea, engineering goods, chemicals 
and allied products, ores and minerals, rice 
and sugatf’*' The directional change that 
was heralded has not materialised at all. 

A further aspect regarding our exports is 
worth noting. The value of exports in 
Tible 7 is in rupee terms. One of the main 
purposes of export is, obviously, to earn 
foreign exchange, the rupee is linked to a 
basket of foreign currencies and the contents 
of the basket is kept a secret by the Reserve 
Bank of India. However, since 1982-83 there 
has been a sharp decline in the value of the 
rupee in teims of ail major convertible cur¬ 
rencies. The US dollar exchanged for Rs 9.7 
in 1982-83 and Rs 13.1 in January 1988; the 
pound sterling Rs 16.1 and Rs 23.6; Deutsche 
mark Rs 3.9 and Rs 7.9; Yen Re 0.04 and 
Re 0.1 and SDR Rs 10.6 and Rs 18.0.** 
Thus there has been an effective devaluation 
of the rupee which may account for much 
of the increase in the value of exports in 
rupee terms; there may not have been any 
significant increase in the value of our ex¬ 
ports in foreign exchange. 

There is a related aspect. In 1980-81 our 
exports to the USSR and the east European 
countries were around 22 per cent of the 
total. These are rupee payment transactions. 
During the Sixth Plan period exports to 
rupee payment countries increased by 222 
per cent,*’ although as a share of total ex¬ 
port values it has come down a little. Im¬ 
ports too have been increasing, but not as 
fast as exports and so we have an export 
surplus with these groups of countries 
which, however, cannot be used to cover the 
growing import surplus we have with western 
countries and Japan. In the context of the 
discussion of the relationship between in¬ 
dustrial growth and report promotion, it 
must be noted too that il exports to the 
USSR and other socialist countries are in¬ 
creasing, it is mainly through political pro¬ 
cesses and hence in no wav an indication of 
the increasing competitiveness ot Indian in¬ 
dustries in the international markets. 

To make an overall assessment of the rela¬ 
tionship between the new industrial policy 
and our international economic position it 
is nwessary to examine what has been hap¬ 
pening to our imports also, especially in the 
light of the more liberalised import policies. 

1 am not entering into that area, but shall 
continue with some more a.spects of exports 
which cannot be captured from the kind of 
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aggregate data that plan documents pnd 
&onomic Surveys make available. For these 
issues 1 rely on a study conducted by the 
Corporate Studies Group, Indian Institute 
of l^blic Administration.^'' Pan Two of the 
study is an analysis of the export peifor- 
mance of the large private coiporaie sector 
in response to the export promotion policy 
measures. It may be recalled that some of 
these measures such as relaxation of the 
restrictions on expansion of industrial 
capacities, modification of the anti- 
monopoly legislations, etc, were meant 
specifically to enable and encourage the 
large private concerns to produce more and 
to enter the international markets on a more 
competitive basis. Hence the export perfor¬ 
mance of these concerns is of special 
significance. 

The study examines 40S companies in the 
private corprorate sector during the period 
1975-76 to 1983-84. The exports of these 
companies constituted 12 per cent of na¬ 
tional exports in 1975-76 came down to » 
little less than 9 per cent in 1983-84, but were 
still substantial. Their share in the export of 
manufactured goods durirg these two years 
were 28 per cent and 17 per cent respectively. 
Compared to the national exports, the ex¬ 
ports of these concerns were, not sur¬ 
prisingly, more of engineering and chemical 
industries and Ihcir related products. The 
companies represented both manufacturing 
and non-manufacturing concerns (the latter 
being mainly trading, hotels, etc) and the 
ratio of these two broad categories in export 
remained about 4:1 throughout the period. 

These concerns not only contribute to ex¬ 
ports, but they claim a share in the coun¬ 
try’s imports as well. One of the major Hn- 
dings of the study is that although in the 
early part of the period their total foreign 
exchange earnings (primarily through ex¬ 
ports, but also through commissions, 
royalties, etc) exceeded foreign exchange ex¬ 
penditures (import of raw materials, com¬ 
ponents, spares and capital goods as also ex¬ 
penditure on royalties, technical fees, travel 
abroad, etc) from 1978-79 onwards expen- 
ditujes have been in excess of earnings. The 
earnings/expenditures ratio which was 1.22 
in 1975-76 and moved up to 1.52 in 1976-77 
turned out to be 0.91 in 1978-79 and gradual¬ 
ly came down to 0.68 in 1983-84. A second 
finding is that exports as a proportion of the 
total sales of these concerns have not increas¬ 
ed at all during this period; on the contrary, 
the exports/sales ratio has shown a fairly 
steady decline throughout the period. One 
reason for this was the decline of companies 
reporting export earnings. Out of the 405 
companies 297 reported export earnings.in 
1975-76. The number peaked to 315 in 
1977-78, but from then on thee was a steady 
decline to 271 in 1983-84. On the other hand, 
the number of companies reporting imports 
tanged only between 379 and 387 during the 
whole period. These figures show the grow¬ 
ing dependence on the domestic markets. A 
third finding is that in the context of specific 
companies and products it emerges that ex¬ 


ports are directed not infteqnaii^’to tlid 
Soviet Union, east -European and African 
countries rather than to countries where 
Indian products are sure to face stiff com¬ 
petition. Fourthly, these companies have 
sub-contracting arrangements with other 
producers and such traded items account for 
a fairly high share of what figures as their 
exports. Fifthly, in the case of a company 
which claims to be one of the largest ex¬ 
porters of automotive tyres, in one year 
marine products accounted for as high as 
58 per cent of its total exports. While this 
share may have been somewhat on the high 
side, the phenomenon was not confined to 
that one company. And sixthly, even TNCs 
appear to be more interested in the domestic 
market than making India a base for farm¬ 
ing out a part of their production processes. 

Admittedly one cannot jump to general 
conclusions on the basis of this study. For 
one thing the period covered is from the mid¬ 
seventies to the early eighties and things may 
have changed since then. And some of the 
problems may be specific to the companies 
concerned. And yet the study brings out a 
.set of problems in examining the relation¬ 
ship between industrial growth and expiort 
promotion which needs to be researched 
further as specifically as possible and which 
may have a crucial bearing on the overall 
pattern of development of the economy 
during the rest of the eighties and well into 
the nineties. 


In this concluding section, I shall pool 
together some of the main findings of the 
earlier parts and speculate what bearing they 
may have on the Indian econonor as it moves 
into the 1990s. I begin with the pattern of 
industrialisation that has been emerging. 

In official pronouncements the attempt 
has been to show that what is significant 
about the industriad growth of the eighties 
is a new quantitative thrust especially during 
the Seventh Plan period. The mid-term 
Appraiiial of the Seventh Plan, for instance, 
says: “Industrial approvals (comprising 
grants of letters of intent and registrations 
for setting up of fresh capacity) by the 
Secretariat of Industrial Approvals (SIA) in¬ 
creased from 2424 in 1985 to 3,570 in 1986. 
Conversion of letters of intent to industrial 
licences increased from 432 in 1985 to 566 
in 1986. Consents given by the Controller 
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(Rs 2,579 core) in 1985 to 1,171 (Rs 6,168 
crore) in 1986.’’^^ These numben are cer¬ 
tainly impressive although it is too early to 
say what they mean in terms of actual per¬ 
formance The Economic Survey, 1987-88 
records that the number of small-scale units 
increased by 7.7 per cent from 1985-86 to 
1986-87, but notes also that from December 

1985 to December 1986 the number of sick 
small-scale units increased by 23 per cent. 
The sick units at the end of I9M constituted 
10 per cent of the total. The increase in the 
numbers of large units that became sick 
during the same period was 12 per cent. 

But there is a qualitative difference in the 
industrial growth of the eighties which has 
not escaped the attention of even some of¬ 
ficial sources. The Reserve Bank of India’s 
Annual Report for 1986-87 notes: “Among 
the consumer goods industries, the con¬ 
sumer durables industry has shown a signifi¬ 
cant degree of dynamism since 1984-85 
following the liberalisation of licensing 
policies. The group recorded a higher growth 
rate of 22.3 per cent during April-October 

1986 as against 18.5 per cent during the cor¬ 
responding period of the previous yeaf’^* 
The Economic Survey, 1987-88 shows that 
the output of consumer durables increased 
by 10.9 per cent in 1981-82, 9.1 per cent in 
1982-83, 16.1 per cent in 1983-84, 21.6 per 
cent in 1984-85, 18.7 per cent in 1985-86 and 
19.5 per cent- in 1986-87. The industrial 
goods whose production was "far in excess 
of projected level’’ during the Sixth Plan 
period have already been noted. They have 
continued to flourish since then also.^’ 
Consumer durables do not account for a 
very high share in the industrial output of 
the country, and yet a ‘directional change* 
that is quite visible in recent years is the 
emergence of these items as the trend setter 
in industrial production. The qualitative dif¬ 
ference is that this is indicative of demand- 
led industrialisation, the demand in this case 
emanating from a rather small segment of 
the population in the country in the top 
income groups. This is contrary to the 
strategy of industrial development that was 
being propounded up to and including the 
Fifth Five-lbar Plan according to which 
priorities of industrialisation were to be 
based on what were considered to be sodaily 
necessary, ana not on the basis of private 
profitability and demand. In fact during the 


Tabu 6: Ohowth Rates in Muoa Sectors of Industry 
ACCORDINOTO IIP 1970 - 100(1) AND UP 1980-81 « 100(2) 


(Percentages) 



Minina 

ManufiKturini 

Electricity 

General 

(I) 

Wt9.69 

(2) 

1146 

(1) 

81.08 

(2) 

77.11 

(1) 

9J3 

(2) 

11.43 

(1) 

100.0 

(2) 

100.0 

1981-82 

15.7 

17.7 

7.5 

7.9 

lOJI 

loa 

8.6 

93 

198243 

11.4 

12.4 

2.4 

1.4 

5.7 

5.7 

3.9 

33 

1983-84 

11.0 

11.7 

5.7 

5.7 

7.7 

74 

54 

6.7 

198445 

8.0 

8.8 

3.7 

8.0 

12.0 

12.0 

54 

84 

1983-86 

4.7 

82 

6.1 

9.7 

8.5 

8.5 


8.7 

198647 

— 

62 

— 

9.3 

— 

10.3 

— 

9.1 


Source: Compiled ftom EBonomk Surviyt 1988-87 and 1987-88 
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be to curb the ooniumptioii (rf the top three 
deciles in income distribution to nise the 
levels of income of the bottom three 
deciles.* 

Whether this strategy was meant to be 
taken seriously or not, one of the arguments 
put forward to support it is worth recalling. 
It was shown that the consumption of the 
top groups was import-intensive and hence 
curbing their consumption would con¬ 
siderably ease the pressure of foreign 
exchange. A process of industrialisation 
responding to the demand of these groups, 
therefore, is'at best a new import substitu¬ 
tion strategy. The liberalisation of the im¬ 
port of capita] goods and industrial raw 
materials on the one hand, and the failure 
of exports, espedally exports of manufac¬ 
tured goods to increase are both cpmpatible 
with this pattern. The Report of the (Abid 
Hussain) Committee on Ihide Policies had 
recognis^ that “the income elasticity of 
demand for most of our exports is quite high 
in the domestic market”. And the Mid-lbrm 
Appraisal identifies engineering goods and 
chemicals as major examples of products 
where domestic demand has been a persis¬ 
tent obstacle to rapid development of the 
export market. Thus, there appears to be an 
inherent incompatibility between the kind of 
industrial growth we have accepted and the 
sort of export promotion we desire. Not sur¬ 
prisingly, therefore, our sports will continue 
to be dominated by handicrafts, marine pro¬ 
ducts and our traditional agricultural goods, 
and not manufactured industrial goods. But 
imports of capital goods are unavoidable for 
the industrial growth pattern we are pursu¬ 
ing. One of the problems to be anticipated 
in the coming years, therefore, is a growing 
adverse balance of trade. The net invisible 
earnings have not been increasing much and 
hence the balance of payments situation is 


bafaineeof payments defleiti and the repay¬ 
ment of loans may result in growing com¬ 
mercial borrowings which have already in¬ 
creased from 6.5 per cent of the total in 1975 
to 27 per cent last year. Correspondingly, the 
debt service burden, which already claims 
close to a quarter of the export earnings, will 
also increase. 

The emerging pattern of industrialisation 
also will have domestic implications. Since 
the goods concerned have high income 
elasticity and low price elasticity, cost effec¬ 
tiveness need not a major concern for the 
producers. Thus the expectation of the Abid 
Hussain Committee that the new phase of 
import substitution should have an emphasis 
on efficiency is not likely to be realised. Even 
the claim that import liberalisation would 
make Indian industries more competitive, is 
yet to be established. In fact a study that 
examined this issue in the context of one of 
the leading concerns producing automobile 
andllaries and components has come to the 
conclusion that “liberalisation policies of the 
government have facilitated automatic 
growth in capacity and enables the group 
companies to seek re-endorsement of 
enhanced capacities thus expanding their 
hold over the market” and that collabora¬ 
tion with leading world manufacturers 
coupled with the group’s concentration in 
the automotive ancill^ and component 
sector has enabled the group to maintain its 
monopolistic lead in this sector.^' A further 
possibility is that the new incentives may 
strengthen the larger concerns and give them 
better bargaining power over the smaller 
ones especially in the small-scale sector, in 
terms of sub-contracting and marketing both 
within the country and in the international 
markets. 

There are certain wider ramifications of 
the growth pattern that is being pursued 
which roust also be taken note of. The 
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of the group of people who demand the Usd 
of goods that are bdng produced as alto to 
a substantial increase in their incomes. This 
island of affluence within the economy is 
being augmented and strengthened through 
other operations within the system. One of 
these is the growth of the service sector 
already referred to in Hart II. While the share 
of national income originating from (and 
accruing to) the service sector has been 
rapidly increasing, the sector’s share in the 
total labour force has not been showing a 
corresponding increase. Hence per capita 
earnings in this sector must be going up; the 
higher brackets at least of this sector must 
add to the island of affluence In this con¬ 
text the higher growth rate of the public ad- 
ministrar'on and defence component within 
the service sector’s income is of special 
significance because that component, again, 
contributes to the demand for the kind of 
goods whose production is now receiving 
special stimulus. Fiscal policy in recent years, 
especially since the budget of 1985-86 has 
made several concessions to the constituency 
that is being catered to by the newly dyiuunic 
segment of Indian industry. In sum, there 
is a desperate effort to create and encourage 
within the system an upper crust of the 
affluent whose economic activities can sup¬ 
port and sustain growth for a while.* It 
may, indeed, succeed/or a while, but in what 
manner and for how long? In response to 
demand there is a tendency to increase 
output and expand capacity. For a while the 
going may be good, but soon the market 
reaches a saturation point. The Reserve 
Bank of India’s analysis of industrial pro¬ 
duction during the Fifth and Sixth Five-Year 
Plans referred to in Part 111 points out that 
electric fans registered a very high growth 
rate during the Fifth Plan and a very low 
rate during the Sixth. And now two-wheelos 


Table 7; Composition of Exports, 1980-81 to 1986-87 


(Rs Cron) 



1980-81 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

1986-87 

I Agricuhunl and allied products 

2056.7 

2221.1 

2450.0 

2621.7 

2996.5 

3018.3 

2912.8* 

11 Ores and minerals 

413.6 

458.8 

490.8 

506.2 

637.6 

784.7 

674.7 

III Manufactured goods 
of which 

3746.8 

4369.6 

4551.1 

4969.1 

6210.1 

6374.2 

6892.2* 

a Itaiiiles 

932.6 

1047.1 

1556.1 

1481.3 

1717.5 

1795.1 

1899.7 

b Coir 

17.3 

27.9 

26.3 

24.9 

27.9 

33.7 

32.2 

c Jute 

330.0 

258.0 

206.3 

170.9 

341.3 

261.8 

265.0 

d Leather goods 

389.7 

424.8 

414.6 

492.5 

724.1 

769.9 

787.2 

e Gems and jeweUery 

618.4 

811.5 

1014.8 

1294.1 

1237.1 

1502.t 

2069.3 

f Other handicrafts 

333.5 

439.3 

425.6 

305.2 

513.7 

378.7 

431.8 

g Chemicals and allied products 

224.8 

364.1 

348.3 

327.6 

482.9 

497.5 

474.5 

h Machinery and metal manufacture 

815.0 

938.9 

807,1 

758.7 

880.3 

897.9 

875.0 

i Iron and steel 

11.7 

6.8 

60.8 

48.5 

75.8 

56.2 

56.9 

IV Mineral fuels and lubricants 

27.9 

224.9 

1240.4 

1590.0 

1822.9 

654.9 

416.2 

V Others 

465.8 

531.5 

70.2 

83.4 

76.6 

62.5 

1670.7* 

Ibtal 

6710.7 

7805.9 

(16.3) 

8803.4 

(12.8) 

9770.7 

(11.0) 

11743.7 

(20.2) 

10894.6 

(-7.2) 

12566.6 

(15.3) 


* For 1986-87 the table does not provide total figures for Agricultural and Allied Products, and manufactured goods, but only of individual 
items listed under these main heads. I have taken the sum of these individuai items to sund for the group totals, and hence tire group totals 
shown here may be a little less than the aauals. For the same reason the residual ‘Others' category may be more than its actuals. 

Sourer. Rased on Economic Survey, I987-S8, Statistical *01610 6.8. 
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dre showing recessionnry tendencies. Are 
capacity created in response to demand 
adequately utilised when the demand 
receto? Can broad-banding handle this pro¬ 
blem? Or does it lead to unudlised capacities 
in different industries from time to time? 
There is alto a larger problem. One of the 
internal inconsistencies of the strategy will 
begin to be felt fairly soon. The group that 
must sustain the expansion of the growing 
industries through their spending is the same 
that accounts for the bulk of the savings of 
^e economy also.^^ Sooner or later one of 
these will ccmie to dominate to the detriment 
of the other and the apparent smooth sailing 
may turn out to be a turbulent affair. This 
will be one of the issues emerging in the 
1990s. 

Stimulus to industry will certainly have 
some secondary effects through forward and 
backward linkages. Ancillary activities will 
be generated; employment opportunities will 
emerge. And through these a wider circle of 
people will be drawn into the process of 
growth and income generation. But in our 
country where close to 70 per cent of the 
population is still dependent on agriculture 
for work, earnings and living, what can be 
achieved through industrial growth alone is 
very, very limited. For growth to touch the 
lives of the majority of the population 
agriculture must change, not only in some 
selected parts of this vast country^ but in 
as wide a manner as possible. From this 
point of view the record of the 1980s has 
been very disappointing so far, as seen in 
Part II, the worst year within the decade 
having been 1987-88. The indication so far 
has been that 1988-89 will turn out to be a 
good year, but essentially one of recovery 
from the calamity of 1987-88. As our ex¬ 
perience of the past shows, such recoveries 
may spread over a couple of years and so 
the dende as a whole may end up on a more 
cheerful note. But that can turn out to be 
a deceptive beginning for the 1990s. For, as 
already noted in Pul II, there are deep- 
rooted problems as far as the agriculturid 
sector is concerned, some of which have 
already been touched upon. Apart from the 
technical problems of seed, water and fer- 
tiliier, there are major institutional problems 
in agriculture essentially of ownership and 
control over land and the consequent pattern 
of control over all operations—production, 
marketing and distribution.^’ During the 
period prior to and immediately following 
indeperidence these problems were recognis¬ 
ed as the crucial ones for the agrarian 
economy. From the mid-sixties the emphasis 
shifted and the problems of agriculture were 
seen to be essentially those calling for 
technological solutions. In the late sixties 
and the seventies the technological approach 
did prop up agricultural production. The 
message of the eighties is that technological 
sdutions can only be short-term measures 
for temporary rdief. The need for institu¬ 
tional changes for the restructuring of the 
agrarian economy will once again become 


ijfes «IWktr-If'k''ilk';iWex 
the institutional aspect was related to 
absentee landlordism and large ownership, 
in the nineties it will be kept alive through 
the proliferation of tiny holdings on the one 
hand and the question of remunerative 
prices on the other. Dealing with them will 
be much more difficult than the ‘land 
reform' measures attempted in the fifties and 
the sixties. But there can be no doubt that 
in new forms the institutional factors will 
re-emerge as the crucial issues in agriculture 
in the next decade. 

The review of the economy in the 1980s 
thus shows that the widely publicised policy 
measures frequently referred to as ‘the new 
economic policy’ may not be achieving their 
objectives even in their limited spheres while 
they show a very inadequate appreciation of 
the real nature of our problems at this stage. 
It is with such a double burden that the 
Indian economy moves on to the 1990s. 

Notes 

[This paper was presented at the National 
Seminar in honour of Professor of V K R V 
Rao held in October 1988 at the Institute of 
Social and Economic Change, Bangalore. I am 
grateful to my colleagues Padmini Swami- 
nathan, A Vaidyanathan and Nasir Tyabji for 
their comments on a draft of the paper.) 
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According to the Seventh Five-1^ Plan 
document, less than 15 per oem of the asea 


dmt of the htciease in food^ns piodu£^^ 
tion in the post-gieen revdution period. 

35 For a very reasoned argument about the 
continuing centrality of the institutional 
aspects of agricultural development, see 
P C Joshi, Institutional,, Aspects of 
Agricultural Development (New Delhi. 
Allied Publishers, 1987). 
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Bhabatosh Datta 

The year 1989-90 is the bench-mark year for everything in the Eighth Plan, but then is no awanness of that 
in the budget for the year. If the old Chinese practice of naming the years after animals or birds were followed 
in India, the most appropriate (and charitaMe) name for 1989-90 would be the Year of the Ostrich. 


THE inimitable Dennis Robenson once 
quoted a Scottish preacher, who, on landing 
himself on rough terrain in his sermon, said 
“Brethren, here is a great deeficulty (sic); let 
us look it firmly in the face and pass on”. 
The union finance minister had not one, but 
three great difriculties—the falling rate of 
saving, the uptrend in consumer prices and 
the downtrend in the balance of payments. 
He did not have even the courage to look 
them “firmly in the face”. He glanced at 
them sideways and then “passed on”—to a 
mixed bag of tax proposals and expenditure 
allocations unlink^ ^ any strong economic 
logic. 

With the basic difficulties brushed under 
the carpet, the budget that was presented on 
February 28 naturally lacked direction. Or, 
perhaps, there was a direction and that direc¬ 
tion was myopically political. There is 
nothing wrong in having a political budget, 
if the politics explicit or implicit in it is in 
conformity with the accepted political values 
of the pieople. But the actual political slant 
in the budget for 1989-90 is opfenly derived 
from what the ruling party considers 
necessary for winning the coming general 
election. It has been instructive to find even 
the seniormost officials linking the budget 
to the election year. It is however not realis¬ 
ed that the view is short-sighted, because the 
voters have learnt to distinguish between 
promises and performances. 

An attempt has been made to create the 
illusion that the tax proposals are meant to 
put the burdens only on the rich and that 
some at least of the expenditure proposals 
will directly benefit the low-income groups. 
A furthur impression has been sought to be 
created that the budget deficit has b^ con¬ 
tained. In his introduction to Part B of the 
budget speech, the finance minister has put 
his climactic objective as “containing the 
budget deficit for 1989-90”. Shakespeare 
used the verb Contain’ to mean ‘keeping in 
check'. The more usual meanings are rest¬ 
raining, or holding back. It is permissible 
perhaps to strut writh the deficit as indicated 
in the 1989-90 budget. 

Revenue deficit 

The deficit is certainty smaller that it was 
in 1988-89. And there is a remarkable special 
feature It has been our recent experience 
that a large revenue account deficit is par¬ 
tially reduced by the surplus in the capital 
account. For example the revenue account 
deficit in the 1988-89 budget was shown as 
Rs 9,842 crore, but this was reduced to a 
final deficit of Rs 7,484 crore by transferr¬ 
ing the capital account surplus of Rs 2,358 
croie. This practice of financing revenue 


deficits by using up funds that should be 
available for creating capital assets was 
universally condemned. The government 
itself was not happy about it, as is shown 
by its instruction to the Ninth Finance Com¬ 
mission “to keep in view the objectivc-of not 
only balancing the receipts and expenditure 
on revenue account of both the states and 
the centre, but also generating surpluses for 
capital investment” (emphasis added). 

The budget for I989-W has not fulfilled 
this expectation. No one expected any magic 
change. The Ninth Finance Commission in 
its study paper on the requirements for 
reducing the central revenue deficit to zero 
by 1995 did allow a rise in the deficit in 
1989-90, followed by a sharp annual rate of 
decline later. There are however certain 
points of special importance in this year's 
revenue and overall deficit. Instead of the 
usual surplus in the capital account there is 
an estimated deficit of Rs 325 crore, which, 
added to the revenue deficit of Rs 7fill core, 
makes the total deficit to be financed by 
Reserve Bank credit Rs 7,337 crore. This is 
somewhat lower than the final deficit 
estimate of Rs 7,484 crore in the 1988-89 
budget and substantially lower than the 
revised estimate of Rs 7,940 crore (Ihble 1). 

The important fact here is that an amount 
of Rs 2,300 crore of deposits of the Oil Co¬ 
ordination Committee held in the Public Ac¬ 
counts has been transferred to the revenue 
account. If this transfer had not been made, 
the revenue account deficit would have been 
Rs 9,312 crore. The final position would not 
have been affected, but, for more reasons 
than one, the government has felt tempted 
to show a decline in the revenue deficit this 
year. One has of course to be watchful, 
because the revenue deficit of Rs 9,842 crore 
shown in the budget for 1988-89 hu become 
Rs 11,030 crore in the revised estimates, 
which is reduced to Rs 7,940 crore by the 
capital account surplus of Rs 3,090 crore. 

The question that naturally arises im¬ 
mediately is why the capital account surplus 
of Rs 3,090 crore in the revised estimates for 
1988-89 has become converted into a deficit 
of Rs 325 crore in 1989-90. There is a small 
decline in the recoveries of loans (from 
Rs 4,661 crore to Rs 4,444 crore), but market 
borrowings, raternal assistance and provi¬ 
dent funds show small increases. There is a 
specially large increase in the “special 
deposits” from Rs 5,173 crore to Rs 5,830 
crore. The centre's share in the “small sav- 
irigs” remains unchanged after the change in 
the division formula. The only remarkable 
element on the receipts side of the capital 
account is the fall in the "Other”—the 
residuBi component—from Rs 3,489 crore to 


a negative figure of Rs 217 crore, i e, a fall 
of Rs 3,706 crore. Part of the decline is 
presumably ex*'lained by the transfer of 
Rs 2,300 crore to the revenue account. A 
fuller picture cannot be easily derived from 
the details now available. It should however 
he noted that boosting up the revenue 
receipts, or showing a fall in the revenue 
deficit by a lump transfer from the public 
accounts is not a device that can be adopted 
every year. 

The other question is why there should be 
a revenue deficit of even Rs 7,012 crore after 
heavy new taxation. T he total net additional 
lax receipts available to the centre in the 

1988- 89 budget was Rs 587 crore. With a net 
gain of Rs 903 crore as the centre’s share in 
the new taxes, the revenue account deficit in 

1989- 90 should have been somewhat less. 
The gross impositions are Rs 1,585 crore, 
which is a record. The net amount available 
for the centre and the states together comes 
to Rs 1,287 crore. Apart from the distribu¬ 
tional impact of these taxes, there are two 
special features to be noted. The first is the 
relatively low weightage to the customs 
dutie.s. Over the last few years, the main 
reliance of the union government has been 
on the import tariffs. It was fiscally conve¬ 
nient to liberalise imports and then to put 
high duties on them. This trend has been 


TvHII 1; ClNIRM CiOVIKNMINt 
Dflkn. 1989-90 

(Rs crore) 


(1) 

Revenue deficit before 
transfer from oil 
deposit and at I98B-89 



tax rales 

-10.215 

(2) 

Transfci of oil deposit 



to revenue a/c 

4 2,300 

(3) 

Effects of new taxes 

4 903 

(4) 

Revenue deficit shown 



in budget (14 24 3) 

7,012 

(5) 

Capital account deficit 

-325 

(6) 

Final dcticit (44 5) 

-7,337 • 

(7) 

Net RBI credit 

7,337 

(8) 

Net market borrowing 

7,400 

(9) 

External assistance 



(net) 

3,722 

(10) 

Total central govern¬ 
ment borrowing 



(748 ( 9) 

18,459 

(11) 

Increase m internal 



debt 

16,305 

(12) 

Increase in external 



debt 

2.798 

(13) 

Increase in public debt 

19,103 


Note. Discrepancy between No 10 and No 13 
is due to minor ctassificatory differences. 
Source: Annual Financial Statement and 
Receipts Budget, 1989-90. 
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% Qtcises are expected to yield Rt 863 crore in 
.'[ 1989-90, while the concessions amount to 
Rs 71 crore only—leaving a net yield of 
' Rs 792 crore. The centre’s share in this is 
Rs 408 crore w hile the states •* ill get Rs 384 
crore (including their dues from the addi- 
. tional excises in lieu of sales tax). In the case 
of customs, however, the concessions at 
Rs 237 crore arc larger than the new imposi- 
tions of Rs 117 crorc, leading to a net Ion- 
. of Rs 120 crore of revenues. With the receipts 
of Rs 8S crore from the increases in the taxes 
on foreign and inland air travel, the net yield 
of the new proposals of indirect taxes will 
come to Rs 757 crore—Rs 373 crore for the 
centre and Rs 384 crore for the states. 

The decline in the relative importance of 
' customs is visible in the aggregate picture 
also. The total yield from the union excises 
as a multiple o( that from customs was 1.16 
in the budget for lUgg 89, 1.17 in the rcs'is- 
cd estimates for that year and is Rs 1.27 in 
the budget for 1989-90. It appears that the 
government has adopted a policy of holh im- 
] 1 port liberalisation and lower duties, with a 
•: view to inviting foreign enterprise and with 
j- no regard foi the balance of payments. 

Till ‘NrHRlI SlJRC HARC.h’ 

I An important development this year is the 
replacement of the drought surcharge of 
5 per cent on I he income tax payable by 
* those with a taxable income of more than 
Rs 50,000 by a special surcharge of 8 per 
cent, fur financing the Jawaharlal Nehru 
Rojgar Yojana. The surcharge will operate 
from the as.sessment year 1990-91, but the 
, 2 payers of advance tax will have to start pay¬ 
ing in 1989-90. The total collection is 
3 estimated at Rs 245 crore from the personal 
assessccs and Rs 255 crore from the cor- 
2 porate sector, making a total of Rs .500 crore 
additionally available for the Nehru Yojana. 
The states will not have any share in this, 

: nor in another amount of Rs 30 crore cxpec- 

^ ted from the increase in the tax on expen¬ 
diture on hotel bills. It is conveniently 
forgotten that both in the case of the air 
travel taxes and the tax on hotel bills, the 
payments will be made practically wholly by 
government departments, public sector 
enterprises and large private enterprises. In 
the case of the latter, the additional payment 
wUI be deductible in computing the taxable 
profits. 

These are however minor matters. 
Another minor matter is the absence of any 
marginal relief for the Nehru Yojana sur¬ 
charge. The result is that a person whose in- 
31 come increases from Rs 50,000 to Rs 51,000 
i e, by Rs 1,000 only, will have to pay an 
additional Rs 1,044 including the surcharge, 
which becomes payable on the whole of the 
income tax. This probably will be rectified. 
1 But the important point is that the govern- 
moit is pluning to select 120 districts and 
adopt a scheme of giving employment or 
‘fttUer’ employment to at least one member 
of each household below the poverty line. 
As an employment-generation acheme, it is 
I likely to be as unsuccessful as the other 
79! 


groups. This has been persistently pointed 
out by imtependent observers and very 
recently the prime minister has accepted the 
charge. It has also been off.cially admitted 
now that the percentage of population bdow 
the re-defined poverty Une is still 37.S, mean¬ 
ing that the total number involved is around 
300 million. 

There is however a more important point 
involving the constitutional power of the 
union government to impose such a sur¬ 
charge on the tax on corporate proHts. 
Under Article 271, parliament may increase 
“any of the duties and or taxes” referred to 
in Articles 269 and 270 by "a surcharge for 
the purposes of the union”. The taxes listed 
under Article 269 are those that the centre 
can levy for full distribution among the 
states. Article 270 deals with taxes on income 
other than agricultural income and it is 
clearly laid down that “taxes on income does 
not include a corporation tax”. But sur¬ 
charges can be levi^ only on incomes com¬ 
ing under Article 270. Constitutional experts 
will certainly fight to resolve the question 
whether the union government can collect 
Rs 255 crore of surcharge on the corpora¬ 
tion tax which is clearly excluded from the 
ambit of Article 270. 

What is still more important is not a mat¬ 
ter of constitutional law but of economic 
ethics. The spirit of Article 271 authorising 
the levy of surcharges is that these should 
be emergency, or at least tem|}orary mea¬ 
sures. A drought is an emergency in a sense 
and there can be some justification for a 
drought surcharge for a few years. Un¬ 
employment, on the other hand, is an intrac¬ 
table permanent problem and if funds have 
to be collected specially for tackling this pro¬ 
blem, they should, first, be much larger than 
Rs 500 crore and, secondly, be collected 
through major permanent changes in the tax 
system. This implies a straightforward in¬ 
crease in the income tax and corporation tax 
rates, with the states given their due share 
of the former. The argument that such an 
increase will go against the Long Term Fiscal 
Policy is ridiculous, because the LTFP is 
stone dead in regard to the pattern of finan¬ 
cing. And a surcharge violates whatever re¬ 
mains of the LTFP when it by-passes what 
was supposed to be a promise. The suspi¬ 
cion will not die that the whole scheme is 
an election-year design to gain political 
mileage through the fiscal system, i e, 
through tax payers' money. 

We come back to the vital question, why 
in spite of additional net tax resources of 
Rs W3 crore available to the centre (Rs 373 
crore from indirect taxes and Rs 530 crore 
from direct taxes) there will still be a revenue 
account deficit of Rs 9,312 crore before 
counting in the transfer of Rs 2,300 crore 
from the oil deposits. The total tax revenue 
collection is increasing by 17.56 per cent 
from Rs 32,652 crore in the revised estimates 
of 1988-89 to Rs 38,387 crore in the budget 
for 1989-90. The non-tax revenues are ris¬ 
ing by 35.87 per cent from Rs 10,483 crore 


Rs 52,630 crore, i e, by 22.01 per cent. These 
are substantial increases. The increase in the 
total revenue expenditure is smaller at 10.11 
per cent—from Rs 54,165 crore to Rs 59,642 
crore. The revenue deficit in 1988-89 is 
Rs 11, 030 crore in the revised estimates 
against Rs 9,842 crore shown in the budget. 
The piercentages become irrelevant and it is 
the absolute difference between revenue 
receipts and expenditure that comes to be 
material. 

In the total revenue expenditure of 
Rs 59,642 crore in 1989-90, non-plan expen¬ 
diture is Rs 47,875 crore (80.27-per cent), 
while the plan revenue expenditure is only 
Rs 11,767 crore (19.73 per cent). The increase 
in the plan revenue expenditure is very 
small—from Rs 11,282 crorc in the revi.scd 
estimates for 1988-89 to Rs 11,767 crore in 
the budget for 1989-90. Practically all the 
increase in the revenue expenditure is on the 
non-plan account. The three major items— 
interest payments, defence revenue expen¬ 
diture and the three major subsidies— 
account as u.sual for a little more than 70 
per cent of the total non-plan revenue 
expenditure. 

DEFtNCt. SUBSiniES AND INTEREST 

Credit has been taken (and given) for the 
containment of the defence expenditure, 
made up of a revenue component of 
Rs 9,093 crore and a capital component of 
Rs 3,907 crore The total defence budget for 
1989-90 is thus Rs 13,(X)0 crore, against the 
budget of Rs 13,0(X) crore and the revised 
estimate of Rs 13,200 crore for 1988-89. In 
fact the revenue expenditure on defence is 
going down from the revised estimate of 
Rs 9,473 crore for 1988-89 to Rs 9,093 crore 
in 1989-90. Part of the decline may be due 
to the increase in expenditure in 1988-89 on 
account of pay revisions. But, in any case, 
the public was prepared for some increase 
in the total defence outlay, and they must 
express some sense of relief. One only hopes 
that some elements of defeno: expenditure 
have not been transferred to other heads, in 
the quiet manner in which the oil deposits 
have been transferred to the revenue account. 

Ihbie 2 shows the mqior components of 
defence expenditure in 1989-90. A com¬ 
parison with the previous year shows that 
there is some increase for the air foreci while 
there are net declines elsewhere: It must 
however be kept in mind that if towards the 
middle or the close of the financial year, the 
defence chiefs come forward with what they 
consider indispensable increases in allot¬ 
ments, these will have to be allowed. If there 
is any election-slanted estimation of the 
defence budget, the elections will be over 
when the revised estimates are presented. 

Everyone; including government spokes¬ 
men, has urged the need for reducing sub¬ 
sidies. But, while the food subsidies have not 
been increased, the subsidies for export pro- 
motimi in 1989-90 wUI be 48.58 per coit 
above the budget and 16.53 per cent above 
the revised estimates for 1988-89. The sub- 
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sidies for indigenoui fertilisers increased 
sharply between the budget and revised 
estimates for 1988'89 and there is some fur¬ 
ther increase in 1989-90 alsa In the case of 
imported fertilisers, there is a sudden jump 
of 112 cent in 1989-90 above the budget 
and revised estimates for the previous year 
(Ihble 3). This order of increase cannot be 
explained by the rise in the rupee-equi^^lent 
of the foreign prices, for in that case, there 
would have been a visible rise in the revised 
estimates for 1988-89. If the next agricultural 
year is expected to be normal, there can be 
no justification for importing larger 
amounts of costlier fertilisers. 

The most debated component of the non- 
plan revenue expenditure is the interest 
payments. The total is increasing from 
Rs 14,IS0 crore in the revised estimates for 
1988-89 to Rs 17,000 crore in 1989-90. This 
is easily explained by the increase of 
Rs 19,103 crore in the public debt and the 
rise in other interest bearing liabilities. It is 
however necessary to be cautious about the 
cry against what is being called an ‘internal 
debt trap’. 

The first point to note here is that while 
the centre will be paying out Rs 17,000 crore, 
it will also be receiving interest amounting 
to Rs 8,041 crore from the loans granted by 
it. The net interest burden of the centrsd 
government in 1989-90 will be Rs 8,959 crore, 
which, of course, is much higher than the 
net burden of Rs 7,004 crore in 1988-89, but 
is not a large fraction of the total 
expenditure. 

The second point about the so-called in¬ 
ternal debt trap is that both the payments 
and the receipts are mainly intra-public- sec¬ 
tor (Ihble 4). Of the total of Rs 7,960 crore 
of interest payable in 1989-90 on the inter¬ 
nal debt. Rs 6,200 crore will go mainly to 
the commercial banks, the LlC, the Provi¬ 
dent Fund authorities sind the Rnerve Bank. 
Further, the Reserve Bank will return Rs 210 
crore to the central budget as the govern¬ 
ment’s share in its proHts. The LIC will also 
pay a substantial amount and the commer- 
ci^ banks a smaller amount. In the case of 
the interest receipts of the central govern¬ 
ment, Rs 4,509 crore will be realised from 
the stale government in 1989-90, when the 
total receipts are Rs 8,041 crore. Among the 
other debtors are bodies like the Port Trusts. 
If the public sector is defined in a wide sense, 
the interest payments and receipts are largely 
internal cross transactions. 

There is however a real debt tmp for the 
state governments. In 1989-90, the states and 
union territories will get non-|dan capital 
loans of Rs 80 crore and Rs 5,701 crore of 
plan assistance in the form of loans, mak¬ 
ing a total of Rs 5,781 cron. The total in¬ 
terest burden in that year will be Rs 4,509 
crore and there will be large repayment 
obligations. On the net balance; some states 
will end up as net contributors to the cen¬ 
tral exchequer on the debt and debt service 
accoiuit. 

For the centre also; there is a growing 
danger of a debt trap on the exteraal ac¬ 
count. In 1989-9Q. according to the Receipts 
Bridget, the gross cash loans received from 


abroad will be Rs 4,808 crores and repay¬ 
ments will amount to Rs 1,820 crore (with 
a net inflow of Rs 2,988 crore). Interest 
payments on the external debt will be 
Rs 1,449 crore. Thus, amortisation and in¬ 
terest will absorb Rs 3,269 crore or 68 per 
cent of the gross loan receipts of Rs 4,808 
crore. Fortunately, the percentage is not in¬ 
creasing and India is not yet a net exporter 
of funds to its creditors. But the external 
debt service charge is already a large frac¬ 
tion of the current account earnings of 
foreign exchange The time for extreme cau¬ 
tion has arrived. 

A common argument in New Delhi is that 
the central deficit is large because of the in¬ 
creasing transi ers to the states. The absolute 
total is high, reaching Rs 17,265 crore (in 


grants and loans) in 1989-90. But ks 12,438 
crore out of this is the constitutionally per- > 
mined share of the states in the taxes col- ; 
lected by the centre; more or less as a lessee' ; 
of the taxing rights that could otherwise 
have been exercised by the state govenunents. 
(In some countries such arrangements are 
known as ‘tax renting’.) Rs 4.100 crore is the 
states’ legitimate share in the collection of 
small savings, though these are shown as 
loans. The really relevant elements are the 
non-plan grants of Rs 2,874 crore and plan 
grants of Rs 3,902 crore These amounts are ' 
increasing, but if it is sought to reduce the 
central deficits by reducing these grants (and 
other transfers), the only result will be that 
the state governments’ deficits will increase. 
Arithmetically, this is a zero-sum policy, but 


Tabif2; Major Components or DiifNcE Expenoiiure, 1989-90 


fRs crore} 



Army 

Navy 

Air Force 

Total 

(1) Pay and allowances 

2,359 

1.58 

379 

2,896 

(2) Stores 

2,664 

317 

1,146 

4,181 

(3) Aircraft and aero-engines 

19 

332 

977 

1,328 

(4) Heavy and medium vehicles 

95 

5 

3 

103 

(5) Other equipment 

773 


96 

874 

(6) Naval fleet 


474 


474 

(7) Ordnance factories 




362 

(8) Total 

5,910 

1,345 

2,601 

10,218 


Noies-.O) "Pay and allowances" do ndt include the payments to the civilian employees of the 
defence ministry or the pension payments. Pension payments are equal to near by 47 
per cent of the regular wage-bill. 

(2) Other components of the defence budget for 1989-90 include Rs 272 crore for establish¬ 
ment housing, etc, and loans to public enterprises, Ks I,.150 crorcs for pensions, and 
about Rs I,2(X) crore for “other capital outlay". 

Source: Expenditure Budget, 1989-90, Vj| 2. 

Tablf 3: Major Si iB.siDins 

(Rs crore) 


1988-89 1988-89 1989-90 

(B E) (R E) (B E) 


(1) Food 

2,300 


2,200 


2,200 

(2) Export promotion 

1,091 


1,391 


1,621 

(3) Fertilisers—indigenous 

2,750 


3,000 


3,121 

(4) Fertilisers—imported 

250 


250 


530 

(5) Ibtal 

6,391 


6,841 


7,472 

Source: Expenditure Budget, 1989-90. 






Table 4: Interest Payments and Receipts 







(Rs cron) 



1988-89 


1989-90 

Increase 



(RE) 


(B E) 


(1) Interest paid on internal debt 






(a) Market loans 


4,112 


4,999 

4-887 

(b) lleasury bills 


900 


1,200 

-1-300 

(c) Other 


1,753 


1,761 

48 

(d) Tbtal 


6,765 


7,960 

■H.195 

(2) On external debt 


1,259 


1,448 

-4189 

(31 On small savings 


2,445 


3,039 

-4 594 

(4) On PF. etc 


3.306 


4,230 

•4924 

(5) Other 


374 


323 

-51 

(6) Total 


14,150 


17,000 

•42,830 

(7) Interest receipts (of which from states) 

7,146 


8,041 

•4895 



(3.822) 


(4.309) 

(-4687) 

(8) Net interest outgo (6-7) 


7,004 


8,939 

■41,955 


Vote; In 1989-90,77 per cent of the increase in interest receipts will be contributed by the states. 
Source- Expenditure Budget and Receipts Budget, 1989-90. 
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it is worse titan that because states, without 
any power of inflationary financing, will be 
forc^ to cut down their plan projects. The 
state plans will plummet downwards. 

Plan Outlay 

One can now come to the centre's plan ex¬ 
penditure. The total central plan outlay in 
1989-90 will be Rs 34,446 crore, but this is 
not the amount shown in the budget. The 
central plan outlay is equal to the amount 
shown in the budget minus the budgetary 
aiisistance to the states and union territories 
and plus the internal and extra- 
budgetary resources of public enterprises 
(lEBR) (Thble S.). It will be noticed that the 
only noteworthy change between the tevis- 
ed estimates for 1988-89 and the budget for 
1989-90 is in respect of the share of lEBR 
in the total outlay. In 1988-89. 55.56 per cent 
of the central plan was financed by 
budgetary allocation and the remaining 
44.44 per cent from the lEBR. In 1989-90. 
the proportions have been reversed—49.25 
per cent will be the budgetary support and 
the lEBR will provide 50.75 per cent. Alter¬ 
natively, while the budgetary support will in¬ 
crease by only 1.15 per cent, the lEBR will 
increase by 30.51 per cent. 

It is logical to pul forward the hypothesis 
that there is an over-ambitious estimate for 
the lEBK. This element tncrea.ses between 
1988-89 (RE) and 1989-90 Irom Rs 1,954 
crore to Rs 2,480 crore for telecommunica¬ 
tions and the Mahanagar Telephone Nigam, 
from Rs 568 crore to Rs 1,330 crore for coal, 
from Rs 1,709 crore to Rs 2,424 crore for 
powet, from Rs 2,898 crore to Rs 3,181 crore 
for petroleum and from Rs 1,184 crore to 
Rs 1,696 crore m the case of steel (Thble 6). 
Overestimation here may be one of the fac¬ 
tors explaining the reduction of the final 
deficit in the budget. Besides, it is certain 
that there will be a laige borrowing compo¬ 
nent in the lEBR. Such proxy borrowing fot 
the government keeps the related budgetary 
figures down, but creates heavy burdens for 
the public in general who have to meet in¬ 
directly the attractive terms of the borrow¬ 
ings of the public sector units. Incidentally, 
tt deserves to be mentioned that 31 industrial 
units under the control of the department 
of public enterprises (ministry of industries) 
together produced only Rs 260 crore of 
lEBR in 1988-89, but are expected to raise 
Rs 426 crore in 1989-90. 

There is not much to be said about the 
plan allocation which, in general, follow the 
usual pattern. There is a marked rise only 
in the energy sector where the revised 
estimate of Rs 9,100 crore in 1988-89 is being 
raised in 1989-90 to Rs 11,227 crore. The 
finance minister has made much of the 
allocation of Rs 1,711 crore in 1989-90 (in¬ 
cluding that for the Nehru Yojana of Rs 500 
crore) for employment creation. One k en¬ 
titled to be dubious about the success of the 
new i^an, in view of the recorded ecperience 
of the already operating projects like NREP 
and RLEQP. Official reports have shown 
that the benefits have reached undeserving 


groups, that the assets created have not been 
maintained and that there is no evidence of 
a permanent improvement in the income 
streams. And it lias been stated from the 
highest quarter that the major part of the 
allocation flows along devious paths. The 
finance minister has stated that under the 
two existing programmes, 670 million 
person-days of employment were generated 
in 1987-88. It is not clearly pointed out that 
with the standard definition of 8 hours work 
a day for 273 days in the year, 670 million 
man-days (ignoring (he hours of work and 
the wages earned ) mean only 2.45 million 
of full person-years of employment. The 
numbers in the live registers of employment 
exchanges exceed 30 million and unrecord¬ 
ed rural unemployment may be around 100 
million. 

The Nehru Rojgar Yojana with Rs 500 
crore from the new income tax surcharge is 
expected to give “fuller employment oppor¬ 
tunities to at least one member of each fami¬ 
ly living below the poverty line". It has now 
been officially admitted that the percentage 
of population below the revised poverty line 
is still 37.5, which means about 300 million 
persons or about 70 million potential bene¬ 
ficiaries of the new scheme. Even if only 120 
districts are chosen now, the number of 
benefleiaries should be more than 15 million. 
This will make Rs 330 available per in¬ 
dividual assuming absolutely no leakage 
anywhere. Besides, the preparation of the 
scheme will take some time and may be 
delayed till September or October. That will 
of course be the right time from the angle 
of the general election. The distribution of 
20 million saries may also become a political 
tool. The National Ibctiles Corporation will 
welcome it, though it may be asked why this 
was not thought of earlier. 

Tax Objectives 

It remains to look into the general effects 
of the complicated structure of tax revisions 


(1) Revenue expenditure on central plan 

(2) Central assistance to states and UTk on 
plan revenue a/c 

(3) Tbtal revenue expenditure of the centre 
on plan a/c (l-t-2) 

(4) Capital expenditure on central plan 

(5) Central assistance to states and Ulk for 
plan capital a/c 

(6) Total capital expenditure of centre on 
plan account (4-i-S) 

(7) Ibtal plan expenditure of the centre 
(3-t-6) 

(8) Ibtal central Ran expenditures shown in 
budget (l-f4) 

(9) Internal and-extia budgetary resources of 
public enterprises 

(10) Ibtal centrd plan outlay (8-f9) 


which will yield Rs 1,287 crore over 
above the amount of Rs 1,276 crore to ^ 
raised through increases in coal and ste^ 
prices in January and in railway freights 
February. The increase in railway freight^ 
stated to be II per cent, is in effect mon(. 
because most of the goods have been ‘pro¬ 
moted’ two steps upward in the scale of 
freight-slabs. The finance minister has in¬ 
troduced his proposals by laying down Six. 
objectives: “promoting productive employ-^ 
ment; protecting the consumption standards 
of the poor; discouraging non-essential lux¬ 
ury consumption, particularly when it is to- - 
port intensive; providing some relief to mid¬ 
dle income tax payers; maintaining the tem-,' 
po of industrial modernisation and growth; - 
land] containing the budget deficit for 
1989-90”. The problem of the deficit hat 
already been discussed. The other matters 
can be examined fully only by legal and in-, 
dustrial experts but some bro^ conclusions 
are possible. 

The employment generating effects of the- 
expenditure financed by the income tax sur¬ 
charge will be, as has been stated earlier, 
minimal. By using the term “productive; 
employment", the finance minister has to-, 
plicitly accepted the position that new 
employment may sometimes be "unproduc¬ 
tive”. There is a very logical sense in which 
this is correct and one hopes that the ''an-' 
dard practice of showing high rates of GDP 
giowth by expanding certain sub-sectors of 
the tertiary sectui will be avoided in future, 
The “consumption-standards of the poor", 
can be maintained or raised mslinly through 
low prices and a widespread public distribu¬ 
tion system. There is no mention of any plsai 
regarding public distribution in the budget! 
Prices are a different matter. The wholesale < 
price index has risen by 6.11 per cent in the 
first eleven months of 1988-89. The con¬ 
sumer index inflation rate is reaching two. 
digits. The new push will come against this 
background. ' 


Table 5: Central Plan Outlay 


r/cs ewagj 


1988-89 
(R E) 


1989-90 

(BE) 


Per Cent 
Change 


7,282 

4,000 


7,569 

4,198 


-V3.94 

-1-4.95 


Sourte: Budget. I9S9-90. 


11,282 

11,767 

+4.30 

9,489 

9,395 

-0.99 

6,135 

6,652 

+ 8.43 

15,624 

16.047 

+ 2.70 

26,906 

27,814 

+ 3.37 

16,771 

16,964 

+ 1.15 

13,395 

17,482 

+ 30.51 

30.166 

34,446 

+ 14.19 
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CESCON. Wow a new dimenston 
to pon^ consultamy. From conc^ 
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CESCON stands for the Consultancy- 
and Contracts Division of CESC Limited. 
In operation for 10 years now, CESCON 
commands expertise in every facet of 
power engine^ng - generation, 
distribution, the lot. 

CESCON's strength is built largely on 
the vast experience of its parent 
organisation, CESC Limited—over 
90 years in power generation, 
an enviable performance by its power 
plants. 

This explains why CESCON has already 
established an enviable frack record at 
the national level. 

Installation of 132 KV gas filled cables 
along Jawahar Tunnel in 
Jammu & Kashmir; commissioning of 
overhead and underground EHV cables 
for gas turbines of WBSEB; installation 
of 66 KV XLPE cables for OESU and 
many more. 

Today CESCON is geared to undertake 
these services for you: 


□ Consultancy for power-oriented 
projects 

□ Execution of 

• Mechanical/electhcal erection jobs 

• Cabling work, both EHV and LT 

• Engineering of EHV substations 

• Testing and commissioning of 
electrical plants 

• Turnkey construction of captive 
power j^ants 

{cEscarx 

Consultancy a Contracts OhrMon of 



CALCUTTA OFFICE 

97 Park Strssi (3rd Floor), Calcutta 700 016 
DELHI OFFICE 

P-3«13 Asian Gamas VMags Complax. 

Shi Fort Rood, NSW DsM 110048 

MADRAa OFFICE 

WaMa Swiss ExseuUve Csntrs, Om Floor, 
Jhavsr Plaza, 1A Nungsmbakkam High Road, 
Madras 600 034 
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TaM-E 6: IntekMal and Extra-Buixietarv 
Resources (IEBR) 

(Ks croret 


1980-S9 

1989-90 

(RF:) 

(RE) 


(t) Telecommunications 
and Mahanagar 


Telephone Nigam 

1,954 

2,480 

(2) Energy—coal 

568 

1,330 

(3) Energy—power 

1,709 

2,424 

(4) Chemicals and 



petro-chemicals 

427 

385 

(5) Petroleum 

2,898 

3,181 

(6) Steel 

1,184 

1,696 

(7) Mines 

70 

285 

(8) Nuclear power 

250 

485 

(9) Other heads 

4,335 

5,216 

(10) Total 

13.395 

17,482 


NotF. Railway resources are not shown here 
separately. 

Source: Expenditure Budget, 1989-90, Vol 2. 


The annual post-budget announcement 
that the new taxes will not raise prices by 
more than 0.3 per cent has been ritually 
made. The ritual does not any longer carry 
any weight. The commodities for which 
there is a 5 per cent addition to the specific 
duties include a wide range of goods con¬ 
sumed by the poor, or are used lor the 
manufacture of such consumer goods. The 
increase in the prices of steel, coming over 
and above the increase in railway freights, 
will affect the prices of many low-income 
consumer goods. And, of course, the con¬ 
sumption standards of the poor will be af¬ 
fected by the inflationary effects of the large 
deficit-financing that will still be there and 
may prove to be larger than the budgfl 
presently shows. The “relief to middle- 
income tax payers” consists in the reduction 
of the income tax rate on the lowest slab 
(Rs 18,000-Rs 25,000) from 25 per cent to 
20 per cent. The maximum annual gain is 
Rs 350, but the important point is whether 
income tax payers even at the lowest levels 
do constitute a “middle^incomcf' groups The 
effective mimmum limit b much higher than 
Rs 18,000 and ail income Uye payers belong 
to the top ten per cent of the income-scale 
in the economy as a whole. Placing the 
“middle’ within the topmost decile is a 
travesty of statistics. 

“Non-essential luxury consumption par¬ 
ticularly when it is import-intensive” is 
sought to be reduced through higher import 
duties or excise on some commodities— 
especially television sett, motor cars and 
hi^-pric^ dgarettes. If the objective b only 
to raise revenues, the proposab ate cottunen- 
dable. But'such increases in taxes in the pre¬ 
sent Indian situation do not reduce con¬ 
sumption (or the using up of teal resources). 
The buyen of thb group of conunodities ate 
those whose incomes (white or black) ate 
continually rising and to them the price- 
dasticity of demand b practically zero. If 
luxury consumption has to be curtailed and 
real resources are to be diverted to necessary 
consumption, thetmly wav b lo strike at the 


root thfbugh controls on production. The 
government has however brnn taught by its 
mentors that physical controls are an 
economic sin. But the attempt to create in 
an election year the illusion that the budget 
is pro-poor and anti-rich can be easily seen 
through. 

The objective of “maintaining the tempo 
of industrial modernisation and growth" in 
practice will relate to those industries which 
are helping to raise the general index of in¬ 
dustrial production. These are not necessari¬ 
ly the industries that are high in the order 
of social priorities. Some of the import duty 
concessions—especially those that relate to 
the import of capital goods—will have 
perverse effects on the domestic producers 
of such goods. The increase in steel duties 
and the raising of the railway freights on coal 
and steel will affect a wide range of in¬ 
dustries, including particularly the small- 
scale engineering units. Some of the conces¬ 
sions on food-processing and packaging 
machinery will benefit the middlemen more 
than the primary producers and will be par¬ 
ticularly welcome to multinationals and their 
.Indian collaborators. Now that the govern¬ 
ment has accepted the position that the value 
of an Indian worker’s life is US $ 6,500, 
multinationals will be attracted not only by 
low wages, cheap raw materials, low tariffs 
on imported equipment and a large domestic 
market, but also by the laxity in regard to 
safety regulations. 

All in all, the objectives of the finance 
minister are not going to be reali.sed—in 
regard to employment generation, main¬ 
tenance of poor people’s consumption, equi¬ 
ty in distribution or giving the right thrust 
to the desired type of industrial growth. The 
objection here, it should be emphasised, is 
not against the size of the tax-effort. There 
are strong arguments for higher tax burdens 
on those who are able to.bear them Con¬ 
sidering the fact that the agricultural out¬ 
put is better than ever and that the industrial 
production index has risen, 1989-90 should 
be a good year for high taxation. The im¬ 
portant requirement however is that the total 
interrelated effects of the tax proposals 
should be worked out carefully. It is doubt¬ 
ful if thb has been done. It is possible to say 
that a tax rise has the fiscal effect of increa.s- 
ing the revenues, but the thesis that a tax cut 
may also have positive revenue effects has 
not been proved. The effects of tax changes 
on production have not been examined in 
detail, commodity by commodity. 

PRICES, Savings, 

External Payments 

In concluding the discussion it is 
necessary to go back to what was said at the 
begiiming—about prices, savings and the 
balance of payments. The government seems 
to be delud^ by the slow rise in the 
wholesale price index and has not cared to 
notice adequately that the percentage in¬ 
crease in the consumer price index is 
reaching two digits. It has already been 


pointed out that the danger of high pricei • 
in 1989-90 remains serious. Practically no . 
attention has been paid to the falling sav-' 
ing rate. The income tax relief up to Rs 350 
per year will be eaten up by increases in 
prices and in any case, the “savers” of the 
country numbes much more than the 7 mill¬ 
ion who pay income tax. The two new sav¬ 
ing instruments—the Home Loan Account 
Scheme and the Equity-linked Savings 
Scheme, the details of which are still to be 
drawn up—are unlikely to increase the net 
savings in the economy, when the probability 
is that only the form in which savings are 
held will change. The logical step of treating 
all genuine savings through approved assets 
equally—by exempting the new savings and 
taxing the dissavings, on the lines of the 
National Savings Scheme—is still far away. 

In the meantime, the proposed decontrol of 
all non-primary gold will gladden the ear¬ 
ners of ‘unrecorded incomes' who will be 
able to hold gold on which very minor 
fabrication work has been done. 

, The balance of payments crisis has been 
looked at from the wrong angle Government 
has “attached high priority to expanding ex¬ 
ports”, but it has been admitted that the “im¬ 
port bill has also increased sharply” and that 
the debt repayment liabilities have been 
“relatively high”. But, no difficulty is “en¬ 
visaged in servicing our external debt”! It 
is not recognised that the payments problem 
is not simply one of servicing the official ex¬ 
ternal debt, but one of servicing the total im¬ 
ports and other outpayments liability of the 
whole economy. It is intriguing to find that 
the Slate Bank of India is inviting non¬ 
resident deposits by forecasting that the US, 
dollar will rise to Rs 20 in the near future. 
The government is .still unable to think in 
terms of anything but inviting more imports 
(through duty concessions and through fur¬ 
ther expansion of the OGL), hoping that this 
will create an “export thrust”. It is time that 
there was a detailed .study of the precise links 
between the liberalised import and, exports 
in the last four years. 

Perhaps the American experience of liv¬ 
ing with the twin pressures of huge internal 
fiscal and external payments deficits has 
blinded our policy-makers, who do not see 
that the US can depend on large inflows of 
foreign funds. Even there, the future is bleak, 
and for India the position is dangerous 
already. The fact that the economy requires 
positive action in cuttiitg internal expen¬ 
diture and imports does not register in the 
Indian ofTicial mind. It is one thing to be 
naturally blind, but it is quite another to 
keep the eyes deliberately closed, or to bury 
one's head in the sands when a storm is 
brewing. The year 1989-90 is the bench-mark 
year for everything in the Eighth Plan, but 
there is no awareness of that in the budget. 

If the old Chinese practice of naming the 
years after animals or birds were followed 
in India, the most appropriate (and 
charitable) name for 1989-90 would be the 
Year of the Ostrich. i 
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1989-90 Budget: ‘Business as Usual’ 

4run Ghosh 

An annual budget cannot be expected to make for any major impact on the long-term issues/(King the economy. 
However, one expects a directional change—and there is none of that in the 1989-90 Budget. Judging from the 
general approach, it appears that the hallmark of the budget is "business as usual’. There is no indication that 
the budget is intended to prepare the country to face a crisis situatioru 


THE government of India’s budget has 
many dimensions. The final expenditure of 
the central government in 1987-88 (revised 
estimate) was as much as 20.6 per cent of 
the Gross Domestic Product at market price 
(as per estimates given in the latest Currency 
and Finance Report published by the Reserve 
Bank of India). Obviously, the budgetary 
operations of the central government are a 
major factor in the overall balance between 
supply and demand in the economy as a 
whole. The manner of raising resources for 
expenditure of this order—amounting to 
more than one-fifth of the GDP—and the 
pattern of expenditure of the central govern¬ 
ment necessarily have a mgjor impact on the 
distribution of income in the country as well 
as on the pattern of economic activity. 
Through taxes on imports, tax concessions 
or subsidies on exports, the budget has an 
important inHuence on the external trade of 
the country. More signiricantly, to the extent 
that there is a close link between the internal 
and external balance in the economy, the 
budget has an overwhelming impact on the 
balance of external payments. Finally, 
through the financing of the five-year plan, 
and through policies calculated to influence 
the overall rate of saving and investment in^ 
the economy, the budget becomes the prin¬ 
cipal instrument for furthering the long-term 
growth of the economy. 

It will easily be seen that the respon¬ 
sibilities of the Indian finance minister are 
quite heavy and onerous; on his understan¬ 
ding of the problem and his wisdom rests 
the well-being of more than 800 million 
people, or around one-fifth of the world’s 
population. 

It must be noted that an annual budget 
has a greater impact on the short-term direc¬ 
tion of the economy; for long-term growth, 
the budget can at best subserve the objec¬ 
tives and programmes of the Hve-year plan. 
Nonetheless, a series of short-term steps 
taken makes for a long-term trend; and 
indeed, a problem deferred for the time 
being usually has a tendency to reappear in 
a mote acute form after some time It may 
therefore be interesting to see the direction 
taken by the central govermnent budget 
since, say, 1981-82. Ihble 1 highlights the 
major trends. 

The significant points which emerge from 
the summary figures of Thble 1 are: (a) that 
the tax effort of the central government (in 
the aggregate) cannot at first glance be 
faulted, tax receipts having increased from 
7 J per cent to 9.S per cent of the GDP bet¬ 


ween 1981-82 and 1989-90; (b) however, the 
increased tax effort has not been anywhere 
near enough because, in the meanwhile, 
aggregate government expenditure increased 
from 15.3 per cent of the GDP in 1981-82 
to 20.8 per cent in 1989-90; (c) in thi.s in¬ 
crease, government’s plan expenditure played 
a very small part, the increase being only 
from 6.5 per cent (of the GDP) to 7.0 per 
cent, whereas interest payment.^ alone in¬ 
creased from 2.0 per cent of the GDP to 4.3 
per cent; and all other types of revenue 
expenditure increased from 6.8 per cent of 
the GDP to 9.4 per cent; and (d) as a result, 
both the revenue deficit and the overall 
deficit showed a big spurt, the former in¬ 
creasing from less than 0.3 per cent to 2.0 
per cent of the GDP, and the latter, from 
0.9 per cent to 2.1 per cent. Incidentally, the 
actual figure of deficit in 1989-90 is likely 
to far exceed the budgeted figure, as indeed 
has happened over the past few years. But 
the significant point to note is the sustained 
deficit over nearly a decade, which has in 
fact been increasing every year. 

This background is necessary in order to 
understand the budget for 1989-90, since a 
catastrophic storm in the life of a com¬ 
munity does not usually occur suddenly; it 
takes a long time to gather momeiitum. Suc¬ 
cessive finance ministers have taken the soft 
option of postponing the task of balancing 
the budget, which in turn has led to a steadi¬ 
ly increasing imbalance between aggregate 
demand and supply, in turn resulting in a 
steadily widening deficit in the balance of 
payments. 

Unfortunately, other economic policies 
have accentuated our balance of payments 
difficulties. For reasons which are not easy 
to decipher the country has, for some years, 
followed the path of ‘import-intensive’ 
industrialisation. The quest for ‘modernisa¬ 
tion’ of the industrial structure has not led 
to the results sought but to a pattern of in¬ 
dustrial investment and output which is 
heavily dependent on the import of com¬ 
ponents and raw materials. Another dis¬ 
concerting factor has been the alarming 
extent of covert capital flight, mainly 
through the over-invoicing of imports, so 
that what one observes on the surface as a 
deficit in the balance of trade is really a 
result (in part) of the increasing flight of 
Indian capital abroad. The attempt to 
modernise the industrial structure through 
increased i’rports appears unfortunately to 
have accelerated this undesirable (and 
perhaps unanticipated) process, although it 


is not certain to what extent ‘commissions’ 
on large import orders by government have 
encouraged private business to follow suit. 

What was the overall economic situation 
in the country before the formulation of the 
1989-90 budget? There are three official 
documents, first, the Currency and Finance 
Report for 1987-88 issued the Reserve 
Bank of India; secondly, the Report of the 
Central Board of Directors of the Reserve 
Bank of India; and finally, the Economic 
Survey issued four days before the budget 
by the ministry of finance, which sum up 
the views of the experts within government 
(or semi-government) organisations on the 
urgent problems facing the economy. There 
is a clear convergence of views in all three 
documents on the immediate dangers facing 
the economy; and in this context, one can 
best sum up the situation in the words of 
the Economic Survey which emphasises “the 
need for more effective action to tackle the 
linked problems of the balance of payments 
deficit and budgetary imbalance”. 

llible 1 pre.sented earlier does not give 
figures for all the years, for obvious reasons 
of economy of space. Suffice it to mention 
here that a steadily mounting deficit in the 
budgetary transactions of the central govern¬ 
ment. rising from around I per cent of the 
GDP in the beginning of the early eighties 
to more than 2 per cent of the GDP in the 
latest year, cannot but lead to a growing 
imbalance between aggregate demand and 
supply in the economy; and this has, in turn, 
led to a widening gap between external 
receipts and external payments. According 
to the Economic Survey, “the strains on the 
balance of payments position have con¬ 
tinued, and to some extent, intensifled”. 

It is in the context of the needs of the 
situation, namely, the need to control the 
‘linked’ deficit in the budget and the external 
payments, that one has to examine the' 
budget for 1989-90. Is it likely to dampen 
inflation? Is it likely to stem the deficit in 
the balance of payments? 

Unfortunatdy, the answer on both counts 
has to be in the negative. The reasons ate 
fairly obvious. With out foreign exchange 
reserves down to Rs 5,967 crore by the end 
of January 1989 (vide. Economic Survey), 
our reserves are now a mere 2.7 months’ 
imports (which had reached Rs 13,164 crore 
over April-September 1988). Clearly, there 
is little room now for a sustained import 
surplus, and newspapers are already talking 
of informal an>roaches by the government 
to the IMF for a loan. In the absence of an 
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Accretion to exports, reserve money crea¬ 
tion—and therefore the increase in 
Ml—would be directly linked to the govern¬ 
ment's borrowing from the Reserve Bank of 
India to meet its budgetary deficit. During 
1988-89, the overall budgetary deficit of the 
central government was Rs 7,980 crore 
(revised estimate); and yet Reserve Bank 
(net) lending to the central government 
during the year up to January 13, 1989 was 
as much as Rs 9,679 crore (Economic 
Survey). Quite clearly, some pan of long¬ 
term borrowing by the government has had 
,to be absorbed by the RBI. With the overall 
budgetary deficit of the central government, 
during 1989-90, at Rs 8,240—even if this is 
not exceeded and going by past experience, 
it would certainly be exceeded-the Reserve 
Bank's net lending to the central government 
is likely to exceed the overall budgetary 


deficit. The increase in the ‘narrow’ money 
supply (Ml) could well be of the order of 
Rs 12,000 crore during 1989-90, or even 
higher. And since we are examining all 
Tigures pertaining to January 13, 1989— 
when Ml had reached Rs 64,836 crore (or 
say Rs 650 billion)—the likely increase in 
Ml (by Rs 120 billion) may be by more than 
18 per cent over the year. Further, with the 
' need to build up food stocks, total commer¬ 
cial bank credit is also likely to exceed the 
rate of expansion of bank credit registered 
last year. (Gross non-food credit has in¬ 
creased by 18.6 per cent during 1987-88.) 

With this type of increase in money 
supply, and real GDP growth of around 5 
per cent, the increase in prices during 
1989-90 is certainly likely to exceed the 
double digit figure. The portents already— 
pace 'the sharp increase in milk prices by 


TsHI I I: CrNTRAL GOVrRNMt'Nf'S BUDUkTAKV OPbRAllONS SINtl- 1981-82 


{Rs billion) 



1981-82 

(Actuals) 

1984-85 

(Actuals) 

1987-88 

(ActuaLs) 

1989-90 

(Budget) 

(1) Total non-plan expenditure 

141 

251 

408 

543 

of which 

(a) Interest payments 

32 

60 

112 

170 

(b) Defence 

43 

67 

120 

130 

(c) Subsidies 

19 

42 

63 

85 

(2) Plan expenditure 

103 

166 

243 

278 

(3) Total expenditure 

244 

417 

651 

822 

(4) Revenue receipts 

146 

230 

367 

510 

of which 

(a) Ikx receipts 

IIS 

177 

280 

375 

(b) Non-tax receipts 

31 

53 

85 

135 

(5) Capital receipts 

84 

ISO 

225 

229 

of which 

(a) Net borrowing 

43 

60 

99 

III 

(b) Small savings (includ- 

ing) Provident Funds) 

8 

21 

17 

17 

(6) Total receipts 

230 

379 

593 

739 

(7) Deficit on revenue account 

4 

42 

91 

79 

(8) Overall deficit 

14 

37 

58 

82 

(9) GDP at market price 

1.S94 

2295 

3286* 

3949** 

(lO)Ovcrall deficit as a 

percentage of GDP 

0.9 

1.6 

1.8 

2.1 


Notes: * Derived from data given in Currency and Finance Report, Vol I. 

** Estimated on assumption of 1988-89 GDP increase in real terms of 9 per cent and 
overall price increase of 5 per cent (Economic Survey); and 1989-90 increase in GOP 
by 5 per cent. No price changes are assumed for 1989-90 since the budget estimates 
are presumed to be based on the assumption of zero inflation. 


Tabii; 2: Net Domestic Savtnos in India iby Sectors) 

{at current prices, in Rs crore) 



1986-86 

1986-87 

1987-88* 

(1) Public sector 

( •)2968 

(-)S186 

(-)5863 

Percentage of total saving 

(-)9.8 

(-)I5.2 

(-)I6.6 

Percentage of NDP 

(-)1.3 

(-)2.0 

(-)2.0 

(2) Domestic private corporate sector 

964 

702 

603 

Percentage of total saving 

3.2 

2.1 

1.7 

Percentage of NDP 

0.4 

0.3 

0.2 

(3) Household sector (including unincorpora¬ 
ted enterprises) 

32446 

38632 

40486* 

Percentage of total saving 

106.6 

113.1 

114.9 

Percentage of NDP 

13.8 

14.7 

13.8 

Total net domestic saving 

30442 

34148 

35226 


Note. * Provisional. 


■ y T*,*,';'. ire, , 

mote than 66 per cent the DMS (even 
prior to the Economic Survey), the increase 
in cement prices by around 10 per cent after 
budget day, the 10 to 16 per cent increase 
in prices of two-wheelers announced by 
manufacturers as of writing, the increase in 
paper prices by some 30 per cent—the 
portents even on Alt Fools Day, at the com¬ 
mencement of the new fiscal year, are quite 
grim in regard to inflation. 

On the Eternal payments front there is 
bazaar gossip of the Reserve Bank’s inability 
to meet the rush of demand for payments 
against current imports; and though the 
government has denied the rumour, it is said 
that informal approaches have already been 
made for a loan from the IMF which, at S 5 
billion, may be of the order of Rs 8,000 
crore. 

This is where the great danger arises; one 
can understand a small loan of, say S I 
billion to meet, immediate payment liabi¬ 
lities, with a severe tightening of the belt. For, 
aftei all, the present finance minister has 
inherited a bankrupt economy and bankrupt 
policies. But even today, our policy-makers 
appear to live in a fool’s paradise; short-term 
expediency is quite clearly more important 
than the long-term health of the nation. 

And this is where the budget fails; it does 
not even attempt to tackle the basic problems 
of the economy which are, first, a fun¬ 
damental imbalance between aggregate 
demand and supply, and a fundamental dis¬ 
equilibrium in external payments (arising 
from a combination of internal imbalance 
and the policy of import-intensive industria- 
li.>ation—and modernisation—assiduously 
pursued over the past few years). 

The increasing ‘dissaving’ by the govern¬ 
ment is brought home sharply from a 
perusal of the pattern of savings in the 
economy over the past few years. The latest 
estimates are reproduced here from the 
Currency and Finance Report (Dible 2). 

The main pmnt that emerges from lable 2 
is that it is not only the government sector 
but also the private corporate sector which 
has got into the habit of depending on 
savings from other sectors for Hnandng its 
investment expenditure. Private corporate 
savings (during 1987-88) were no mote than 
1.7 per cent of total (net) saving tn the 
economy, and a mere 0.2 per cent of the net 
domestic product. More significantty, private 
corporate savings have been on the decline 
in recent years. And yet, these ate the years 
lauded by the finance minister in his budget 
speech as recording high industrial growth. 
These are the years when private industry 
has been able to extract one concession after 
another from the government, including— 
very recently—the restoration of the Invest¬ 
ment Allowance (which had been given up 
a few years back because of lampant misuse 
of the facility^ Indeed, it is the combina¬ 
tion of ‘soft’ policies, both in the budget and 
otherwise—a high debt-equity rttio and 
libera) lending at concessional rates of 
interest by the term-lending financial 
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ihstmitloAs*^owt have led to the present 
situation of low corporate saving and heavy 
dependence on the government for invest¬ 
ment finance required by the private cor¬ 
porate sector. Consider, in this context, the 
financing of new asset formation by the 
private corporate sector (Table 3). 

A major qualification must be remem¬ 
bered here. The latest NAS estimates are 
based on estimates of capital consumption 
derived from the replacement value of fixed 
capital and the estimated annual amortisa¬ 
tion thereof; in a period of rising prices, the 
private sector may be expected to provide 
much less for 'depreciation' than the theore¬ 
tical ‘consumption of capital', and hence the 
estimate of net fixed capital formation may 
be less than the investment in new projects. 

Nonetheless, and ignoring the contribu¬ 
tion by banks, the term-lending institutions 
are seen to provide Rs 2,702 crore and 
Rs 3,588 crore for investment on new 
projects by the private corporate sector 
during 1986-87 and 1987-88 respectively; 
during these two years, retained profits were 
no more than Rs 702 crore and Rs 603 crore 
respectively. The focus has been on the use 
of outside funds for investment; not surpris¬ 
ing, considering the example of the govern¬ 
ment which has depended on borrowing 
even for meeting current (consumption) 
expenditure. 

It is not surprising also that interest on 
public debt has risen to Rs 170 billion in 
1989-90—a .staggering 4.3 per cent of the 
(estimated) GDP at market piicc. 

If I have strayed away from the budgetary 
operations of the government, it is for a 
deliberate reason: the balance of payments 
crisis looming large before the economy is 
partly the result of sustained imbalance 
between aggregate demand and supply, and 
partly also the result of (mistaken) policies 
aimed at the 'modernisation' of the in¬ 
dustrial structure. The finance minister has, 
indeed, pointed out in his budget .speech that 
“a few bulk commodities like foodgrains, 
edible oils, fertilisers, petroleum and metals 
(which accounted for 65 per cent of our 
imports in 1980-81).. accounted for only 33 
per cent of our imports (in 1987-88). The 
other unports cover a vast range of raw 
material^ capital goods, chemicals and 
industrial components" (emphasis added). 
In fact, it is primarily the unrestrained 
import of capital goods and components, 
arising from our present industrial develop¬ 
ment policies, which has led to the steadily 
widening import surplus. Capital goods im¬ 
ports increased from Rs 5,467 crore in 
1986-87 to Rs 6,285 crore in 1987-88; capital 
goods imports had reached 28 per cent of 
total imports during 1987-88. No separate 
statistics of component imports are avail¬ 
able, but judging from the type of industrial 
production being assiduously promoted 
lately, these must also account for a large, 
and growing proportion of total imports. In 
fact, one direct result of such policies has 
been that the higher our industrial growth 


rate, the latter will be the deficit in the 
balance o( payments. 

In fact, herein lies the basic malady of the 
strategy pursued over the past few years. To 
give a somewhat sordid example—which 
exemplifies not only this problem but also 
another basic malady in the economy—one 
has only to delve into the government’s 
approach to the modernisation of the 
Durgapur Steel Plant, a unit owned by the 
government of India, to realise why our 
balance of payments—indeed, our economy 
in general—is in a mess. The story needs to 
be told, even though the problem transcends 
the problem of balance of payments dif¬ 
ficulties caused by the government’s policies, 
since what is recounted here is now fairly 
typical of central government projects, and 
the increasing trend of reliance on imports. 

The programme of modernisation of the 
Durgapur Steel Plant (hereafter, DSP) has 
been pending with the government for more 
than four years; way back in 1984, a pro¬ 
gramme for revamping DSP was presented 
to the government, purporting to increase 
the effective capacity of the plant from 
around l.l million tonnes to 1.6 million 
tonnes. The modernisation, to be carried out 
in two phases, was to cost a total of 
Rs 1,2(X)-1,300 crore; and it seems that this 
programme had been broadly approved. But 
with a change in command of the SAIL, this 
was not satisfactory; and in the name of 
‘modernisation’ and of ‘quick implementa¬ 
tion’—in the pattern of the uneconomic 
fertiliser plants sold to the country in the 
past four or five years—a proposal for ‘turn¬ 
key’ contract for the modernisation pro¬ 
gramme was put forward. This programme, 
now formally approved by government, 
plans to take DSP’s effective capacity from 
some 1.1 million tonnes (the current rate of 
production) to 1.8 million tonnes, of which 
0.2 million tonnes would be in the form of 
billets—an uneconomic product for which 
a ‘continuous caster’ for billets is to be 
imported. There arc other imports, as also 
the import of knowdiow under ‘tied aid’ 
from the UK, itself an inefficient producer 
of steel. The total cost of the programme: 


R$ 2,600 crore with provision for etcatai^il^^ 
by Rs 400 crore; the foreign cost; upward 
Rs 600 crore. , 

Now, consider the implications; for addi-' i-! 
tional output of 0.7 million tonnes (i e, 1.8 ,/ 
million tonnes minus current production 
level of 1.1 million tonnes), the investment.' ,, 
would be Rs 3,000 crore. If we take a life of,; 
20 years for the plant, i e, depreciation at 
5 per cent, and interest/retum on the coital 
at a minimum of 12 per cent, the capita) 
servicing charge for the additional output 
(of 0.7 million tonnes) would be Rs SIO 
crore—or, Rs 7,286 per tonne of additional , ; 
steel to be produced as a result of the moder¬ 
nisation programme. Due. there could arise 
some saving in operating costs even for the 
existing level of production, but even allow¬ 
ing for these savings, the net capital servicing 
charges for the investment to be undertaken 
(oi the modernisation programme per tonne 
of steel would be higher than the present 
price of steel. 

Apart from making DSP a permanently 
loss-making sick unit, the foreign exchange 
implications of the modernisation pro¬ 
gramme are an avoidable outgo of more 
than Rs 600 croic, partly because of reliance 
on ‘tied aid’ (because we are short of rupee 
resources) and paitly because of the prefer¬ 
ence for a ‘turnkey contract’ to be given to 
a foreign firm, in preference to the moder- 
nrsation programme being implemented by 
Indian experts/firms 

To digress, how the Planning Commis¬ 
sion, its projects approval division, the steel 
ministry, could all approve of cugh an a$- 
toundingly uneconomic proposal is difficult 
to understand; quite clearly, the Planning 
Commission is either im[X)tent or incompe¬ 
tent or worse; it is in league with some others 
who have no hesitation in taking the country 
down the path to economic bankruptcy. 

The example of the DSP is but only one 
of a whole series of similar programmes, 
getting speedy approval. Foreign exchange 
costs are of no consequence After the order 
for 19 airbuses placed by the Indian Airlines ' 
only recently, another 12 have now been 
ordered. Chiriously, there is unusual speed 


Tabi r 3. Financino of New Assfi Formation in Private Corporate Sector 

{Rs crore) 

1986-87 1987-88 


(t) Net fixed capiul formation in the private (non-financial) 
corporate sector (as pei NAS New Series: 


Quick Estimates, lanuary |989) 

5273 

3.344 

(2) Retained profits of the private corporate sector 

(3) New equity/debenture capital raised from the market 
(a) Subscribed by IDBI, IFCI, ICKI, UTl. LIC, OIC 

702 

603 

(approximate) 

(b) Raised from the market (including contribution from 

655 

620 

commercial bank.s) 

1906 

1142 

(c) Sub-total of (a) and (b) 

(4) Long-term project loans from IDBI, ICICI, IFXI, UTI, 

2561 

1762 

Lie, GIC 

2047 

2968 

(!) Ibtal of finance raised 

5310 

5333 

(6) Errors!?) 

(37) 

(1989) 


Source. Rows 2-5 extracted from Currency and Finance Report, 1987-88, Vol I. 
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in acceding approval of programmes in* 
volving foreign exchange. No wonder, a 
foreign exchange crisis is looming large 
ahead of us. 

It is true the above docs not concern the 
budget directly. And yet the matter does 
concern the finance minister who ought to 
be looking at all plan projects, certainly pro¬ 
jects of this size, magnitude and implica¬ 
tions; and imports involving large foreign 
exchange outgo. 

Perhaps the finance minister is helpless; 
in which case, the example cited is one of 
the total failure of our present system of 
government. There are really no checks on 
the follies (in the instant case, the rapacity) 
of a few leading the country down to a posi¬ 
tion of bankruptcy and surrender of econo¬ 
mic (and therefore political) sovereignty. 
This is a far cry from self-reliant growth that 
remains (on paper) the long-term objective 
of government policy. 

There is grave danger in analysing this 
year’s budget of repeating oneself. But the 
problem is that we are facing a near-crisis 
situation on the external payments front. 
Can any one claim that the mild increase in 
taxes on, say, a few imports, or the excise 
duty on the Maruti car in the budget will 
reduce the pressure on imports? Will the in¬ 
creased duty reduce the sales of the Maruti 
car, and therefore the import of components 
for this vehicle? The Expenditure Budget, 
vol 2, states that “Goverrunent have already 
approved the company’s proposal to manu¬ 
facture 10(X) cc. 3-box car. The entire cost 
of this project would be met by the internal 
and extra-budgetary resources and therefore, 
no budgetary support has been asked for!’ 
And yet. there is a provision of “non-plan” 
expenditure of Rs 85 crore for Maruti Udyog 
Ltd for 1989-90. What is this in aid of? In¬ 
cidentally, no mention is made of the import 


content of the existing velucle or of die new 
model; and according to knowledgeable 
sources, the import content of even the 
existing vehicle exceeds 50 per cent. At this 
rate, components for the Maruti vehicle 
alone would cost the country something like 
Rs 400 crore in foreign exchange annually, 
and this is likely to go up with the introduc¬ 
tion of the new 1000 cc modd car. The same 
goes for an enormous range of durable 
goods the production of which represents, 
in the finance minister’s own words, “kit 
culture-based consumerism”. 

The budget has signally failed to stop this 
rot; and to that extent, the budget has failed 
to contain the rapidly increasing deficit on 
external payments account. 

In a crisis situation, one does not expect 
policies or expenditures which would solve 
long-term problems of employment growth. 
But one does expect that all postponable 
expenditures would get curtailed, for, as 
stated earlier, there is a close link between 
the (large) budgetary defidt, the defidt in 
aggregate supply in relation to demand, and 
the deficit in the balance of payments. But 
ndther the budget nor the functioning of the 
government appears to give any indication 
of any undue concern in official quarters in 
this behalf. India festivals abroad would 
continue as before; there is an increase in the 
expenditure on Delhi—^where the dite of the 
country live—from Rs 1,234 crore in 1988-89 
(revised estimates) to Rs 1,325 crore in 
1989-90 (budget), and on police (from 
Rs 1,328 crore to Rs 1,399 crore), on atomic 
energy and nuclear power (from Rs 1,187 
crore to Rs 1,412 crore), even as the outlay 
on some of the vital economic and social 
services stands reduced (e g, the ministry of 
water resources from Rs 371 crore to Rs 319 
crore, khadi and village industries from 
Rs 92 crore to Rs 49 crote, on the scheme 


for self-employment—funded by the in¬ 
dustry ministry—from Rs 100 crore to Rs 60 
crore, etc). 

That the primary concern of the govern¬ 
ment is not on problems that touch the guts 
of the long-term problems facing the country 
or affecting the well-being of millions of 
common people can be seen from the figures 
of budgetary outlay by a few selected depart¬ 
ments/ministries for solving these problems, 
as against the outlay on glamorous depart¬ 
ments as atomic energy and space (lable 4). 

Only two comments need be made on the 
figures in Ikble 4. Admittedly, both forests 
and minor irrigation are state subjects, but* 
then, so are agriculture as well as industry; 
and central intervention in both is quite 
extensive Against this background, central- 
government expenditure on programmes 
that affect ecology and environment 
directly—other than on cleaning the Ganga 
some other items—is seen to be no more 
than Rs 104 crore in 1989-90. Expenditure 
on flood control, river training and on minor 
irrigation is another Rs 121 crore, making 
for a total expenditure under the above 
specified heads of Rs 225 crote out of total 
central government expenditure of Rs 82,181 
crore, or less than 0.3 per cent. This com¬ 
pares with an expenditure on nuclear energy 
and space, of Rs 1,540 crore, or nearly 1.9 
per cent. Secondly, even in regard to progres¬ 
sion. the increase in central outlay in 1989-90 
over 1988-89, on sectors which affect the 
well-being of vast masses of people, and 
against the background of a constant refrain 
in the speeches of central leaders of the need 
to protect and regenerate the environment, 
was only from Rs 179 crore to Rs 187 crore, 
or by 4 per cent. The outlay on atomic 
energy and space increased by more than 10 
per cent. 

As stated earlier, one cannot expect an 
annual budget to make for any major im¬ 
pact on long-term issues. In any case; in a 
year of crisis, that is not something one may 
expect. However, one expects a directional 
change—tmd there is none of that. In fact, 
judging from the general approach, it 
appears that the hallmark of the budget is 
‘business as usual’. There is no indication 
that the budget is intended to prepare the 
country to face a crisis situation. 

On recognises, of course, that ‘confidence' 
in the economy is something that any 
government must assiduously promote. 
Equally, in order to promote confidence, 
while government must avoid action that 
would create panic, government must also 
demonstrate its will to face a tough situa¬ 
tion with tough measures. And the situation 
is such that it calls for restraint in expen¬ 
diture and a tax effort which would have 
reduced the increase in monetary circulation 
to something like 10 per cent over the 
previous year. Measures were also necessary 
that would cut back on inessential imports 
severely, even as the export effort continues. 
Whatever else the budget may or may not 
have achieved, it has failed to achieve either 
of the above two essential needs of the 
situation. 


I xBi I 4: OiM.o oi mr Cinirai Govi-.rnmi.ni on Selected Programmes 

{Rs crore) 


Deparlmcnl/Hcad of Pxp 

1988-89 

(Revised) 

1989-90 

(Budget) 

Agrirultun* 

(1) Naiional watershed development programme 

27 

25 

(2) Soil and water conservation 

38 

41 

Suh-total 

65 

66 

Envirunnii*nl and FurealN 

(1) Conservation, environmental planning. lesearch and ecological 
regeneration, capital outlay on ecology and environment 

19 

16 

(2) l-orcst conservation, development and regeneration 

3 

6 

(3) National wastelands development programme 

13 

16 

Suh-total 

35 

38 

Water nnourees 
(1) Minor irngaiion 

45 

51 

(2) flood control 

46 

48 

(3) larakka Barrage. Gaiulak. Western K'osi and Don canals, 

Jalapur floiKl control works 

23 

22 

Sub-total 

114 

121 

Atomic Eni-rgy and Space 
(1) Atomic energy 

710 

851 

(2) Nuclear power 

254 

299 

(3) Spusc 

432 

390 

Suh-total 

1396 

1540 

Total central government expenditure 

75,783 

82,181 
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Indirect Taxes in India 

An Incidence Analysis 

Shikha Jha 
P V Srinivaaaii 

This paper seeks to provide an evaluation of the indirect tax structure in terms of, inter alia, its redistributive 
effects or incidence. A knowledge of these effects is necessary to assess the implications of the indirect tax reform 
through the introduction of the modified value added tax or ‘MODVAT’. 


Introduction 

INDIRECT taxes form an important ele¬ 
ment of public revenue in India. For in¬ 
stance, out of a total revenue receipt of 
Rs S8,070 crore of the central government 
in 1987-88 customs and union excise duties 
alone accounted for about 52 per cent or 
Rs 30,080 crore [see, for example, Govern¬ 
ment of India (1986a)]. Of the total tax 
revenue of central and state governments 
taken together the indirect taxes form about 
80 per cent. The purpose of this paper is to 
provide an evaluation of the existing indirect 
tax structure in terms of, inter alia, the 
redistributive effects or incidence of indirect 
taxation. A knowledge of these effects would 
constitute an important input in exploring 
the implications of the indirect tax reform 
which has recently been inducted in the form 
of a modified value added tax or MODVAT, 
as it is generally known. 

Of the different studies of the overall inci¬ 
dence of indirect taxes in India the first 
systematic study was carried out in 1953-54 
Iv the Dotation Enquiry Commission [see 
Government of India (1954)]. For various 
years thereafter more or less the same raier- 
cise was done in which the burden of indirect 
taxes in terms of percentages of expenditure 
of different monthly expenditure classes was 
worked out. See, for instance, Government 
of India [1961 ] and Government of India 
[1969]. 

TDe most signifleant and elaborate of 
these studies was carried out by the Indirect 
Ihxation Enquiry Comminee (ITEC) in 
1977-78 under the chairmanship of L K Jha 
[See Govenunent of India (1978) and 
Chdliah and Lall (1981)]. Chelliah and LaU 
in tbdr study for ITTC recognised that 
nominal tax rates are inadequate to calculate 
tax burdens. However, due to the absence of 
a proper input-output tabl^ in this study the 
estimates were derived through a ‘^ase by 
case allocation of taxes on inputs and 
machinery to the different expenditure 
groups on the basis of their pattern of con¬ 
sumption of final goods”. In a similar 
exercise in 1978 by the National C^ncil of 
Applied Economic Research (NCAER) the 
element of excise duty in the price of com¬ 
modities was measured at three stages, 
namely, final product, inputs and inputs of 
inputs. 

On the other hand, Dey [1974], in hit 


study on the shifting and incidence of 
indirect taxation for the year 1964-65, used 
a 144 sector inp.it-output table and signi¬ 
ficantly improved the methodology for the 
study of incidence of taxes. 

Ahmad and Stern [1983, 1986. 1987] 
worked on similar lines and devised a neat 
way of handling the taxes on inputs of in¬ 
puts by way of what are called ‘effective 
taxes’, i e, the taxes on commodities as also 
those on inputs of commodities, on inputs 
of inputs, and so on. In their studies on 
India they, however, did not take care of the 
Proforma Credit Scheme (PCS) which was 
operating at the time of their study although 
they were aware of it. 

Under PCS input duty credit is available 
to manufacturers against the excise and 
countervailing (henceforth called CV) duties 
paid on excisable raw materials and com¬ 
ponents used in the manufacture of excisable 
finished or semi finished goods. This .scheme 
applies only when both the inputs and the 
final product fall under the same tariff 
heading of the central excise tariff. If there 
are some excisable inputs which do not fall 
under the same tariff heading then no duty 
credit is available for those inputs. CV duties 
are levied (over and above customs duties) 
on imports at the same rates as excise duties 
on like products produced domestically. 
These duties change simultaneously with the 
excise duties. and are imposed on the 
assumption that they are just sufficient to 
effect the cost disadvantage of domestic 
products. 

With the introduction of MODVAT in 
early 1986 the PCS has been extended to all 
excisable commodities with the exception of 


1 Cost of inputs 

2 -Input duty credit 

3 Net cost 

4 -t-Profit (= 10 per cent of net cost) 

5 Ibtal assessable value 

6 -fDuty on output 

(duty as per cent of total assessable value) 
Final consumer price 


a few with ‘special problems’, viz, petroleum, 
tobacco and textile products. The scheme of 
MODVAl allows manufacturers to obtain 
complete reimbursement of excise duty and 
CV duty paid not only on all excisable com¬ 
ponents and raw materials used in the 
manufacture of excisable final products but 
also on the essential parts of the marketed 
product, e g, paints, packaging materials, 
etc. However, as in PCS, the excise duty on 
the final product is then increased by exact¬ 
ly the same amount as the subsidy provid¬ 
ed on inputs. This scheme; while keeping the 
government revenue unchanged, affects the 
final consumer price if a profit mark-up is 
applied to the input costs. It can be easily 
understood by means of a simple example; 
given in Table I. 

Note from this example that while a duty 
rebate of Rs SOO is given, ocise tax is increas¬ 
ed from 15 per cent to 20.o per cent in order 
to keep the government revenue neutral. 
Note also that if all the inputs are covered 
undtg MODVAT, the new nominal rate of 
excise duty (20.6 per cent) is also the effec¬ 
tive rate due to the set-off of duties paid on 
inputs. Since the final consumer price is af¬ 
fected, this may have serious implications for 
incidence or tax burdens on various con¬ 
sumer classes. However, there will be no 
direct change in consumer price in the 
absence of profit margins. It can be check¬ 
ed that in this case the consumer price is 
Rs 11,500 (=10,000 -f 1,500 or 9,500 + 
1,500 -I- 5Cio) both before smd after the in¬ 
troduction of MODVAT. 

In this paper we take care of the aforesaid 
problems by allowing for positive mark-up 
rates as also the scheme of MODVAT by stu- 


Table 1: An Example of Consumer Price Change with MODVAT 


Calculation of Consumer Price 

Before 

After 


MODVAT 

MODVAT 


(Rs) 

(Rs) 

(1) 

(2) 

(3) 


10,000 10,000 

- -500 


10,000 

9,500 

■1-1,000 

-F950 

r.ooo 

10,450 

■F 1,650 

-F 2,150 


(=1,650-F 500) 

(15) 

(20.6) 

12,650 

12,600 
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dying (tK dau for 19^85. In the next sec¬ 
tion we present our model to derive the ef- 
iibctiw rates of taxes from nominal rates with 
the help of input-output coefficients. We 
then present the calculated effective rates for 
union excise and import duties for 1984-8$ 
and compare them with those obtained in 
the absence of MODVAT. It turns out from 
this comparison that the tax reform under¬ 
taken by the government is indeed able to 
reduce the total (import and excise) effec¬ 
tive duty rates in all the sectors. Effective 
excise duties also go down m most sectors, 
the most notable being electricity (47) for 
which it comes down from a level of 6.97 
per cent to 6.43 per cent and plastics (27) 
for which the reduction is from 24.3 per cent 
to 23.86 per cent. 

In section III. we give a description of the 
methodology for the calculation of the tradi¬ 
tional concept of tax burden. We find, as 
expected, that with the introduction of 
MODVAT there is a reduction in the tax 
burdens due to both excise and import duties 
for most of the expenditure classes in both 
rural and urban areas. The excise tax burdens 
are, in general, progress! e but more evenly 
distributed than found in previous studies, 
being higher for urban than for rural areas. 
This is supported well by the evidence in 
Chelliah-UII 1)981], Ahmad-Stern |1983, 
1987] and Murty (1987] (which covers com¬ 
modity taxes in general). However, with the 
introduction of MODVAT there is no reduc¬ 
tion in excise tax burdens of the uppermost 
urban expenditure classes. Also, unlike the 
earlier studies, we find that the burdens from 
import duties arc much higher ranging from 
2 to 3 per cent of expenditure. In this sec¬ 
tion we also calculate the progressivity of in¬ 
dividual commodity taxes. Finally, we ob¬ 
tain and compare the per unit profits both 
before and after the introduction of 
MODVAT. 

Section IV explains the theory for obtain¬ 
ing the effects of changes in tax rates. We 
present and discuss the effects on market 
pirices and public revenue due to tax changes 
in various groups of commodities in both 
pre- and post-reform regimes when wages 
are indexed to prices and wh^n they are not. 
Wt assume here that there is a 100 per cent 
shifting of indirect taxes to consumer prices, 
in this section we also obtain the sensitivity 
of the overall progressivity of indirect taxes 
to changes in excise duties in some sectors. 

Section V provides some concluding 
remarks. 

11 

Tile Model 

Price Equations 

t or purposes of comparison we shall use 
notation.s as close to those of Ahmad and 
Stern [1983] (henceforth called AS) as pos¬ 
sible. (') superscript denotes the transpose 
of the relevant vector or matrix. 

Let L be the number of all commodities 
indexed by the set It. If M and N are the 
numbers of commodities respectively 


covered und not covered by M<M>Wr then 
their index sets are denoted by Im and In 

with Ii - Im U In = ^1.L} 

Henceforth, we .shall call the former 
MODVAT commodities and the latter non- 
MODVAT commodities. 

t**, t"' and T™ respectively denote the 
specific excise, customs and countervailing 
(CV) duty rates in the absence of MODVAT. 
t'‘ is the specific rate of excise duty after in¬ 
troduction of MODVAT. 

A** and A™ are respectively the domestic 
and imported input use coefficients matrices 


of SiKi. XL. 

y is the vector of gross value added and 
it is decomposed as y = W -f fl 

W is a vector of personal incoiiies. It in¬ 
cludes wages, distributed profits, interest, 
etc. 

n constitutes the non-personal or profit 
income It consists of corporate and govern¬ 
ment incomes such as retained profits which 
may be used for investment purposes, tax on 
profits, depreciation, etc. For our purposes 
we shall call fl the profit income It is ob¬ 
tained by applying a fixed mark up to prime 


Table 2: Nominal and Effective Rates of Excise Duties in Two Regimes 


Sector Nominal Rates Effective Rates 



Customs 

Duty 

Excise Duly 

No- MODVAT 
MODVAT 

Excise Duty 

No- MODVAT 
MODVAT 

(1) 

(2) 

(J) 

(4) 

(5) 

(6) 

1 Faddy 

.0000 

.0000 

.0031 

.0169 

.0167 

2 Wheat 

.0000 

.0000 

.0056 

.0257 

.0252 

3 Other cereals (jow, baj, maize) 

.0000 

.0000 

.0041 

.0164 

.0163 

4 Pulses 

.0000 

.0000 

.0021 

.0099 

.0098 

S Fibre crops (cotton, jute) 

.0000 

.0000 

.0043 

.0144 

.0141 

6 Iba -F coffee (plantation) 

.0000 

.0001 

.0049 

.0130 

.0128 

7 Other crops 

.5450 

.0004 

.0021 

.0094 

-0093 

8 Animal husbandry 

.0130 

.0000 

.0029 

.0156 

.0155 

9 Forestry and logging 

.1120 

.0000 

.0048 

.0087 

.0075 

10 Fishing 

.0000 

.0000 

.0026 

.0070 

.0071 

11 Coal and lignite 

.0090 

.0188 

.0275 

.0335 

.0312 

12 Petroleum and natural gas 

.0320 

.2578 

.2578 

.2736 

.2736 

13 Iron ore 

.0000 

.0082 

.0131 

.0371 

.0365 

14 Other metallic minerals 

.5570 

.0000 

.0066 

.0168 

.0154 

IS Non metallic -f minor minerals 

.0930 

.0019 

.0058 

.0168 

.0161 

16 Sugar 

.0800 

.1602 

.1678 

.1786 

.1785 

17 Khandsari + boora 

.0000 

.0000 

.0093 

.0237 

.0236 

18 Other food and beverage industries 

.3890 

.0845 

.0845 

.1127 

.1126 

19 Cotton textiles 

.1590 

.0262 

.0261 

.0571 

.0567 

20 Art silk -f synthetic fibre textiles 

.5440 

.0985 

.0985 

.2372 

.2367 

21 Woollen textiles 

.4570 

.0629 

.0628 

.1129 

.1126 

22 Other textiles 

.2310 

.0085 

.0084 

.0365 

.0363 

23 Wood based industries 

.6420 

.0248 

.0596 

.0683 

.0675 

24 Paper -f paper based industry 

.2500 

.0501 

.1040 

.1116 

.1202 

2$ Leather -f leather products 

.0480 

.0025 

.0406 

.0536 

.0512 

26 Rubber products 

.8700 

.1969 

J907 

.3101 

.3056 

27 Plastics 

.3610 

.0637 

.2080 

.2437 

.2385 

28 Petroleum products 

.0240 

.1846 

.1845 

.2506 

J305 

29 Coal tar products 

.4840 

.0000 

.0244 

.0383 

.0363 

30 Fertilisers 

.0010 

.0000 

.0151 

.1234 

.1214 

31 Pesticides 

.1910 

.0000 

.0420 

.0581 

.0557 

32 Synthetic fibres + resin 

.8640 

.7019 

.7806 

.8221 

.8196 

33 Other chemicals 

.5510 

.0869 

.1377 

.1599 

.1582 

34 Cemmt 

.1740 

.7415 

.7587 

.7801 

.7788 

3$ Other non-metal mineral products 

-.8430 

.0468 

.0987 

.1141 

.1125 

36 Iron and steel 

.5860 

.0272 

.0578 

.0685 

.0675 

37 Non-ferrous metals 

.5770 

.0521 

.0847 

.1050 

.1030 

38 Non-electric machinery 

.0800 

.0456 

.0802 

.0881 

.0871 

39 Electrical machinery 

.7830 

.0545 

.1047 

.1115 

.1124 

40 Rail equipment 

.6800 

.0072 

.0457 

.0602 

.0588 

41 Motor vehicles 

,7330 

.0816 

.1507 

.1643 

.1634 

42 Other transport equipment 

.2290 

.0118 

.0785 

.0849 

.0902 

43 Communi -f electronic equipment 

.4670 

.0957 

.1599 

.1588 

.1677 

44 Other manufacturing 

.5350 

.1077 

.1459 

.1552 

JSSO 

45 Rail transport services 

.0000 

3)000 

.0198 

.0409 

.0387 

46 Other transport service 

.0000 

.0000 

.0109 

.0575 

.0570 

47 Electricity 

.0000 

.0158 

.0292 

.0696 

J)642 

48 Construction 

.0000 

.0000 

.0603 

.0696 

.0689 

49 Communication 

.0000 

.0000 

.0054 

.0124 

.0115 

50 Other services 

.0070 

.0003 

.0146 

.0189 

.0196 
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ea^ madqf,' me maimd coia eid W. 

«is the vector of fixed profit margins as 
applied to the prime costs. It includes tax 
on profits, depreciation and obsolescence, 
other overheads, etc 
For any matrix B « ((bij)) the following 
variations ate defined 
B ((b ij)) with b ij bij if i, j i Im 
^ rv * ® otherwise 

B = ((b ij)) with b ij = (l + itj) bij 

B = ( (b ij) ) with b li = (I + iij) b ij. 

fV 

Similarly for any vector Z, Z is defined as 
Z = (Zj) with 2*1 = (l + xj) Zj. 

Apart from the usual assumption of a fixed 
coefficient Leontief technology implying 
constant returns to scale we also assume a 
'100 per cent shifting’ of taxes to consumers 
which may be considered a ‘natural bench¬ 
mark’ [see Stem (1982)]. Here we shall not 
go into the discussion of tax shifting. 
Assuming imports to be complementary, 
unit production of good j requites aij** units 
of domestically produced good i and aij"* 
units of imported good i. With the introduc¬ 
tion of MODVAT, the assumption of a fix^ 
mark-up over prime costs' implies a pro¬ 
ducer price for commodity j defined as 

p;* = (l + xj) [pqf aij" + qi''"ai,"') + W, 
Z(ti‘‘a' 0 "*+ Ti™ a" ij"*) j (2.1) 

I 

Apart from the mark-up, the firat three 
terms on the right hand side corutitute in¬ 
put costs and pmonal iitcome The last two 
terms show the amount of subsidies provid¬ 
ed by mug of relief on excise aiul CV duties 
paid on MODVAT inputs. 

In matrix notations, equation (2.1) can be 
written as 

P'' = q‘' A"* + q"" A*" + -t** A** 

- T" A™ (2.2) 

where the vectors and matrices with * 'v* on 
top ate as defined above. With the introduc¬ 
tion of profit rates aplidtly in our model 
the gross output vector is obtained 

as X** = X** + ?* where ^ is obtained 

ftom the vector of final demands, F, to satisiy 

X" = (I-A") ' ^ =’0-A'’)-' F. ie. 

F = F - A" diag «(!- A'')-‘F 

» F - A^diag nX''. The difference 

F - 2* = A** diagnX** can be interpreted as 
the component of demand from profit in¬ 
come obtained as a mark-up on the (gross) 
cost of domestically produced inputs. 
Also, the, imported input reqiurements 

can be obtained as A^X". 

Since the uxes are fully passed on, the 
consumer prices are given by 
q" = p" + t"’ (2.3) 

where is the excise tax vector under 


MoDVAT which is derived as: 

t" = t*!' + (fd A." + t"" a-") (2.4) 

That is, f* is obtained by adding' the 
amount of input duty credit to t**, the ex¬ 
cise tax vector in the absence of MODVAT. 
Thus, the subsidy given on inputs is 
recovered from the increase in tax on out¬ 
put. By rearranging equation (2.4), we. 
therefore, get the Revenue Neutrality 
Condition; 

t"’ = (f + t"" A"*) (I-A") ' (2.5) 

Also, using equation (2.2) and (2.3), we have 


q"' = q" + q® + %" 

+ t'* (I - A'') -t'" A'" (2.6) 

We can rewrite equation (2.6) to give us 
the decomposition of market price 

q** = (q"’’ X'" + ^' -T*" A'")(l-A‘') ‘ 
+t‘* (l-A**) d-A'ik' (2.7) 

Effective excise duty rate is then defined as 
t"' = f"'(l-A"*) (1-A") ' (2.8) 

Effective import duty rate is defined as 
{me ^ [(,n, + yn jX™ - i^ S^Kl - A^**) ' (2.9) 


Table 3: Effective Tax Rates undeb Two Different Regimes 


Sector 

(1) 

Excise Duty 

Import Duty 

No- 

MODVAT 

(2) 

MODVAT 

(3) 

No- 

MODVAT 

(4) 

MODVAT 

(5) 

1 Paddy 

.0169 

.0167 

.0074 

.0073 

2 Wheat 

.0257 

.0252 

.0128 

.0127 

3 Other cereals (jow, baj, maize) 

.0164 

.0163 

.0043 

.0042 

4 Pulses 

.0099 

.0098 

.0024 

.0023 

3 Fibre crops (cotton, jute) 

.0144 

.0141 

.0061 

.0059 

6 Iba -F coffee (plantation) 

.0130 

.0128 

.0006 

.0003 

7 Other crops 

.0094 

.0093 

.0030 

.0049 

8 Animal husbandry 

.0136 

.0153 

.0027 

.0025 

9 Fbrestry and logging 

.0087 

.0075 

.0003 

.0001 

10 Fishing 

.0070 

.0071 

.0003 

.0000 

II Coal and lignite 

.0335 

.0312 

.0004 

.0001 

12 PetrtdEum and natural gas 

.2736 

.2736 

.0002 

.0000 

13 Iron ore 

.037! 

.0365 

.0002 

.0001 

14 Otha metallic minerals 

.0168 

.0134 

.0002 

.0001 

IS Non metallic -f minor minerals 

.0168 

.0161 

.0001 

.0000 

16 Sugar 

.1786 

.1785 

.0033 

.0029 

17 Khandsari -f boon 

.0237 

.0236 

.0029 

.0023 

18 Other food and beverage industries 

.1127 

.1126 

.0074 

.0070 

19 Cotton textiles 

.0571 

.0567 

.0036 

.0031 

20 Art silk .-F synthetic fibre textiles 

.2372 

.2367 

.0228 

.0216 

21 Woollen textiles 

.1129 

.1126 

.0042 

.0033 

22 Other textiles 

.0363 

.0363 

.0029 

.0024 

23 Wood based industries 

.0683 

.0675 

.0019 

.0005 

24 Paver +. paper based industry 

.1116 

.1202 

.0127 

.0009 

23 Leather + leather products 

.0336 

.0312 

.0041 

.0033 

26 Rubber ptoducU 

.3101 

.3056 

.0036 

.0029 

27 Plastics 

.2437 

.2385 

.0293 

.0281 

28 Petroleum producu 

.2306 

.2505 

.0006 

.0004 

29 Coal tar producu 

.0383 

.0363 

.0012 

.0005 

30 Fertilisers 

.1234 

.1214 

.0010 

.0005 

31 Pesticides 

.0381 

.0357 

.0041 

.0018 

32 Synthetic fibres -f resin 

.8221 

.81% 

.0061 

.0032 

33 Other chemicals 

.1599 

.1382 

.0057 

.0035 

34 Cement 

.7801 

.7788 

.0012 

.0006 

33 Other non-metal mineral products 

.1141 

.1123 

.0013 

.0003 

36 Iron and steel 

.0683 

.0675 

.0012 

.0003 

37 Non-ferrous metals 

.1030 

.1030 

.0015 

.0003 

38 Non-electric machinery 

.0881 

.0871 

.0021 

.0003 

39 Electrical machinery 

.1113 

.1124 

.0030 

.0003 

40 Rail equipment 

.0602 

.0588 

.0018 

.0004 

41 Motor vdiicles 

.1643 

.1634 

.0035 

.0005 

42 Other transport equipment 

.0849 

.0902 

.0095 

.0003 

43 Communi -f electronic equipment 

.1388 

.1677 

.0141 

.0005 

44 Other manufacturing 

.1532 

.1530 

.0043 

.0006 

43 Rail transport services 

.0409 

.0387 

.0013 

.0009 

46 Other transport service 

.0573 

.0370 

.0036 

.0023 

47 Electriciiy 

.0696 

.0642 

.0008 

.0003 

48 Construction 

.0696 

.0689 

.0011 

.0003 

49 Communication 

.0124 

.0113 

.0003 

.0001 

30 Other services 

.0189 

.01% 

.0019 

.0003 
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whw <t* ♦ t*) is the import tax compo¬ 
nent in q"* 

Considering a number of special cases, let 
us now see how the definitions (2.7), (2.8) 
and (2.9) simplify. 

Special Cases: 

Case fa); When profit rates are zero, we have 

<Vj . <V 

A" = A**, A” = A"', W = W 

<V nj 

A" = A", A"" = A"" 

Definitions (2.7), (2.8) and (2.9) become 


q^' 

_ jqm' 

4 W' - t^'A™)!! 

-A'*)-' 


-E t" (1 - 

A^Xl - 

A") ' 


or. 





q-* 

= (q"' A" 

4 W')(I 

- A**) ' 



+ t" (1 - 

A"*) ' 


(2.7.a) 

fdtf' 

= f*' (1 - 

A’')(l - 

A*') ' 



- (t*' -1- 

>1 

- A”) ' 

' (2.8n) 

and 





^mc' 

= [(f"' + 

T™ ) A"* 



1 

> 

>1 

3 

- A**)-' 


(2.9.a) 

Comparing (2.8.a) and (2.9.a) it i 

is clear 

that 

there is a redistribution of tax 

burden 


amounting to t™ A™ (l-A**) ' from the 
consumers of imported inputs to consumers 
of domestically produced outputs. However, 
under the assumption of full forward shift¬ 
ing of taxes, both these tax burdens would 
be passed on to the consumers of final 
products 

Cose (b): When all goods aie covered under 
MODVAT, we get 

A" - A" A™ «- A" 

•i;. ~ »v 

A"* = A" A ” = A™ 

so that the market price and the ettective 

excise and import duty rates are given by 

q"' = (q*"' A" + A™) 

(I - Xo) ' * t-*' (2.7.b) 

t* = t" (2.8.b) 

{m. ^ (in' (j _ ^dj-l (2.9.b) 

As we have already noticed in the example 
above, if all goods are covered undei 
MODVAT, all input duties paid as excise and 
CV duties are set off and hence the effec¬ 
tive and nominal ratm of excise duty coin¬ 
cide. And this is precisdy what equation 
(2.8.b) depicts. Also, since duty c^t is 
available on all CV duty paid, the effective 
import duty (2.9.b) incorporates only the 
customs duty paid on imported inputs. 
Case (c): In the absence of MODVAT, the 
modifi^ input use coefficient matrices 
become 

= A" * 0 
A- = A" = 0 

so that the definitions (2.7), (2.8) and (2.9) 



, , t. :>• 

reduce to 


q"' = (q"''X"’ 4 ^')(I-A‘') ' 
4 t" (I - A")-' 

(l.l£) 

fi' = fr = ,<i (I_X<*) 1 

(2.8.0 

(r' 4 T™) X" (i-A<*) ' 

(2.9.C) 

This case is akin to that of AS, differing 


only in the positive rates of profits. 

Case (d): In the absence of MODVAT if the 
profit rates are zero, we get 

A** = A'*, A"" = A"", W = W 

A" = A-* = 0, A"* = A"* = 0 

Equations (2.7), (2.8) and (2.9) now become 
q**' = (q™ A-" + W')(I - A")-' 

-t- t"*' (I -A'*) ' (2.7.d) 

t*** = t* .= t**' (l-A**) ' (2.8.d) 

A” (l-A") (2.9.d) 

This case is exactly the .same as that of AS. 
Note also that (2.1 a) and (2.7.d) are iden¬ 
tical. That is, as we have also seen earlier 
in the example, in the absence of any positive 
profits the consumer price is same under 
MODVAT as without it. This is to be expec¬ 
ted because of revenue neutrality condition. 
However, with the removal of MODVAT, the 
redistribution of tax burden which was 
taking place between (2.8.a) and (2.9.a) is no 
more present. 

For each unit of output produced, if we 
add together the effective rates of excise and 
import duties, the resulting sum will give us 
the taxes actually passed on to the con¬ 
sumers taking into account their direct con¬ 
sumptions of all domestically produced 
goods and ‘indirect consumptions’ of all im¬ 
ported and domestically produced goods. 
This sum, under MODVAT, can be obtain¬ 
ed by adding equations (2.8) and (2.9). 

t* +t"“ =[(t'' ■^T™'A"•)(^-A'')-'(I-A‘!) 

+(tn, +t"')X'"-t”'A"'] (l-A**)-' 
Similarly, in the absence of MODVAT, equa¬ 
tions (2.8e) and (2.9x;) give us 

(de' + (IM' , [t'l +fr +T"’ )^'"] 

(l-A-*) ' (2.11) 


The difference between (2.10) and (2.fl)r 
therefore, provides us an estimate of th« , 
increase/decrease in taxes effectively paid by 
the consumers and hence the change in 
burdens carried by them' with the induc¬ 
tion of MODVAT. It can be easily checked 
that 


(t*+t'"'')-(t‘‘' +t"’')= -it"'A** +t”' 
A “) diag n (1 - X"*!'' (2.12) 

< 0 

where the matrix diag n is defined al 


diagn - 


It IS very clear from equation (2.12) that the 
tax reform in the form of MODVAT is cer¬ 
tainly beneficial for the consumers since it 
is able to reduce the burdens borne by them 
in the form of central excise and import 
duties. But since the reform is revenue 
neutral a question that immediately arises 
is: who bears the burden of the tax difference 
as shown by (2.12)? This question can be 
answered as follows: 


", 

0 


: 0' 

0 

n. 

0 

0 


o' 

"l 

: 0 



o' 


0 





With the introduction of MODVAT, the 
net cost to a typical producer of a MODVAT 
commodity is reduced by the amount of the 
input duty credit. This means, when a fixed 
mark-up is applied to this reduced cost, total 
profits of the producer go down’ implying 
thereby that the final tax burden is borne not 
only by the consumers but also by the pro¬ 
ducers. This happens despite the tact that 
there is a 100 per cent shifting of excise duty 
on the output of each producer to the con¬ 
sumers. Note from the right hand side of 
equation (2.12) that the producers’ burden 
with MODVAT is exactly the input subsidy 
inflated by the profit margin taking into ac¬ 
count all direct and indirect requirements of 
inputs produced dome.stically. In practice, 
however, if the current price formation rule 
is not followed and profits are calculated 
before subtracting the subsidies from 
variable costs then the profits are likely to 
be higher whereas the consumers may have 
to bear the total brunt of taxes as in the pre- 
MODVAT regime. 

Another way of understanding the forego¬ 
ing argument is as follows: 

In the case of MODVAT t he tax revenue 


Table 4: Tax Burdens for 1973-74 


Monthly 

Per Capita 
Expenditure 

Rural Areas 


Urban Areas 


Population 

Proportion 

1973-74 

Central 

Excise 

Duly 

Import 

Duty 

Population 

Proportion 

1973-74 

Central 

Excise 

Duty 

Import 

Duty 

0-lS 

.0060 

1.42 

0.26 

.0003 

2.42 


15-28 

.1006 

1.50 . 

0.37 

.0101 

3.11 

0.63 

28-43 

.2545 

2.01 

0.58 

.0436 

3.75 

0.81 

43-55 

.1652 

2.92 

0.76 

.0381 

4.94 

1.03 

55-75 

.1523 

3.27 

0.99 

.0448 

6.25 

1.36 

75-100 

.0731 

4.85 

1.48 

.0286 

7.77 

1.63 

>100 

.0511 

7.87 

2.43 

.0313 

16.78 

4.21 


Source. Chelliah and tail [1981] 
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from prodiiKiion theiKi'wrnimmt 

can be expressed cither as 

t" X** + (!""■ + - t" A^X" 

- T™ A "’X" 
or as 

({dc + fmcjf' + (fd ^d ^ni) (j) 

drag n(l - A"*) •?' 

= (,1' + t™')?' (ii) 

The first term in expression (i) denotes the 
‘net’ amount of tax paid by the consumers 
while the second term denotes the amount 
of subsidy received by the consumers from 
the producers (which comes in the form of 
reduced consumer prices). The ‘gross’ tax 
paid by the consumers which is the sum of 
the two terms in (I) can be seen to be the 
same as the tax paid by the consumers before 
introduaion of MODVAT (see expression (ii). 

In the absence of MODVAT, the revenues 
generated from excise (R**) and from import 
duties (R"’) are given by 

R" = t** X" 

R,m ^ (jn, + t" )A'"X’' 

R."’ = (t"’ +t"’ ) (X"" -A^X**) 

Rin = ^ u^.in 

= (f" + t"' IX™ 

Where R*"' and Rt"* are net collections of 
import duty from use of imported goods in 
production and in final consumption respec¬ 
tively. A"'X‘‘ is the demand for imported 
inputs so that X"’-A"’X‘' is the demand for 
private consumption. X** and X"* represent 
the gn}ss output and imports respectively. 
Total revenue from these two sources is then 
R = R'^ + R™ = (t"’'+T"’)X'" + t'''X'». 
Once MODVAT is introduced, the revenue 
collections net of excise and import duty 
credits are 

R<| , i-i x*' - t'''A'‘X‘' = t"' (I-A'')X'’ 
= (f* + V” A "')X'‘using equation (2.5) 
R,m , (t" + T™ )X'"X'' - t"' A"’X'* 

R,n. ,, (,n, + ^n. ) _ ^mx*!) 

R'" = Rv"' -I- Rc"’ = (t™ -I- t" ) 

X"' - T^ A^X" 

t"* a "’X'* is the import subsidy on 
MODVAT inputs and t** A "X'* is the excise 
subsidy. Total revenue is 
R = R'l + R"" = (t** -i-j’" A"’)X'‘ + (t'"' + 
T'" ) X™ - t“ A ■"X*' 

-- f* X'' + (t™ + t" IX" 
which is exactly the same as the revenue in 
the no-MODVAT situation. 

Data foR the Model 

In order to run the model, we use the 
SO-sector classification of the economy as 
given in the Ibchnical Note on the Sevmth 
Plan (henceforth called TN) [see Govern¬ 
ment of India (1986a)l. These sectors are 
divided into those coveted under MODVAT 
and those which are not. Among the items 
not covered under MODVAT. there is 
tobacco which forms a large part (21.2 per 
cent as in 1984-85) of the output of the sec¬ 
tor 'other food and beverage industries’ (18) 
and attracts a large tax ratCL We. therefore. 


include this whole teetor among (hose whidi 
do not get the input duty cretHt for produc¬ 
tion. Altogether there are 7 non-MODVAT 
sectors as follows: 


SI No in TN 
Classification 

Commodity Sector 

12 

Crude petroleum and 
natural gas 

18 

Other food and beverage 
industries 

19 

Cotton textiles 

20 

Art silk and synthetic fibre 
textiles 

21 

Woollen textiles 

22 

Other textiles 

28 

Petroelum products 


The remaining 43 sectors are covered under 
MODVAT. 


The Tbx Rates 

In order to calculate the rate of excise duty 
tj^ for the j-th good, we divide the excise 
tax revenue from this good by its produc¬ 
tion. Before going into the calculations of 
import duty rates rirst note the following. 
In actual practice, a CV duty rate (say, $) is 
applied to the customs duty. S<x the total im¬ 
port duty on j-th importable item becomes 
t"* s (1 -bt“). By calling rm » s (1 -K t”), we 
can then define the import duty as f" + 
T™. When we say that the CV duty is equal 
to the excise duty on a like product produc¬ 
ed indigenously we are referring to the 
equivalence between s and t^ and not bet¬ 
ween t“ and t^ . The rates t" and r* are 
obtained by dividing their respective duty 
collection with the corresponding import 
flow. The details about the calculation of 
production, imports and tax collection are 
given in Appendix I. 

The Input-Output Confident Matrices 

Using the TN coefficients for 1984-85, the 
commodity x commodity coefficient matrix 
for total (domestic and import) flows at 
factor c<Mt is obtained as 
A-BD 

where B is the commodity x industry input 
use coefficients matrix and D gives the make 
matrix coefficients of dimension industry x 
commodity. In these calculations the quan¬ 
tity units are chosen such that all the pro¬ 
ducer prices are normalised to Re I per unit. 
The import coefficient matrix A" is deriv¬ 
ed in a similar fashion as 
A" - C"D 

The elements of the matrix C" are ob¬ 
tained from the commodity x industry im¬ 
ported input use coefficients matrix B" at 
cif prices, i e, inclusive of taxes as 

Qi" - by"/ (l+tt" + n") 

C" is a commodity x industry matrix alter 
tax. 

The nutrix of domestic flows of dimen¬ 
sion commodity X commodity is then d>- 
tained as 

A"* - A - A" 


. : IR- ’ ' - ’"v ■'Si"''' 

nt^OmiVtlue 


The vector y of gross value added per 
rupee of output is taken from TN. 

The gross value added in each sector j it 
broken imo personal and non-personal (j^ 
fit) incomes. In order to get this break up 
for 1984-85, we use that obtained for 1979-80 
by Dreze [1983] for a 26-sector classification 
of the economy. We denote the profit and 
gross value added per rupee of output for 
each of these 26 sectors by flf and yj“ respec¬ 
tively. This gives us the ratio oj“ = flf/yf* 
Vfe then link each of our 50 sectors with the 
corresponding sector in Dreze’s list and app¬ 
ly the corresponding af to obtain nj® = 
«j® yj and Wj = yj - rij. The link between 
his and TN’s classifications is given in Ap¬ 
pendix 2. Appendix 3 carries the break up 
of gross value added per rupee-of output 
between personal and profit incomes as ob¬ 
tained for 1984-85. 

The Mark-up Rates 

The rate of profit nj is obtained by 
dividing Hi by the sum of input ano labour 
costs in sector j. The denominator is calcu¬ 
lated from the input use coefficient matrice.s. 

Effective Tax Rates 

A comparison of nominal and effective 
rates of taxes gives us the actual degree of 
taxation of final outputs due to taxation of 
intermediate inputs. This is particularly 
noticeable in a no-MODVAT situation where 
the effective rates unveil the hidden hetuaT 
taxes. The gap between the effective and 
nominal rates of taxes thus gives us a 
measure of the extent to which inputs are 
taxed. In case of zero nominal excise rates 
it also reflects the ineffeaiveness of protec¬ 
tive policies. However, this problem is resolv¬ 
ed to a great extent with the introduction of 
MODVAT (since the effective taxes are not 
very different from nominal taxes under 
MODVAT, a majority of items being covered 
by this scheme). 

Excise Duties 

The nominal and effective raites of excise 
duties in the two regimes are presented in 
Ikble 2. It is worth noting that the effective 
taxes are lowest for agricultural goods in 
general (sectors I to 10) and highest for ‘syn¬ 
thetic fibres and min’ (sector 32). The same 
pattern was found in the 1979-80 study of 
AS alsa In our case the effective rates are 
as low as 0.7 per (rent for ‘fishing’ (10) and 
as high as 82 per cent for sector 32. Also, 
these rates are^ in general, lower with 
MODVAT than without it implying thereby 
a reduction in tax burdens of consumers (see 
section 3). The maximum such reduction is 
found for ‘electricity’ (47) from 6.97 per cent 
to 6.43 per cent followed by ’plastics’ (2*)) 
from 24.3 per cent to 23.86 per cent. 

Non-MODVAT Sectors: These sectors, by 
tfefinitioR, have no change in the nominal 
duty rates between the two regimes. The 
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^ met. At far as tile tUfference wtm«i 
effective and nominal rates is concerned, the 
maximum gap is about 11 per cent for *art 
silk and synthetic Fibre textiles’ (20) and the 
minimum about 1.6 per cent for ‘crude 
petroleum and natural gas’ (12). This is ex¬ 
pected since ’synthetic Fibres and resin’ (32) 
forms a major input for sector 20 and at¬ 
tracts a nominal duty rate of as high as 70 
per cent in the absence of MODVAT and 78 
per cent in the presence of it. On the other 
hand, sector 12’s major input is ‘non-elect 
rical machinery’ (38) besides own use, both 
of which account for only about 2.7 per cent 
of the output. The other non-MODVAT sec¬ 
tors are ‘other food and beverage industries’ 
(18), ‘cotton textiles’ (19), ‘woollen textiles’ 
(21), ‘other textiles’ (22) and ‘petroleum pro¬ 
ducts’ (28) with the respective gap between 
effective and nominal rates being 2.8 per 
cent, 3.1 per cent, 5 per cent, 2.8 per cent, 
and 6.6 per cent under MODVAT. 

Administrative Price Sectors: Among the 
core sectors the nominal rate is highest for 
‘cement’ (34), being 74 per cent and 75.9 per 
cent in the pre- and post-MODVAT scenarios. 
The corresponding effective rates are 78 per 
cent and 77.9 per cent implying a difference 
>of 4 per cent and 2 per cent respectively. 
Note here the ‘closing’ gap between the two 
rates with the introduction of the tax reform. 
The most interesting among these sectors is 
fertilisers (30) for which a negligible level of 
‘desired’ rate at the nominal level has 
translated to an ‘actual’ rate of about 12 per 
cent (in both regimes). This is almost 1.25 
times the rate of 8.9 per cent obtained in AS 
since a major input, ‘petroleum products’ 
(28), has had an increase of about 76 per 
cent in prices between 1979-80 (the year for 
AS analysis) and 1984-85 [See, e g, Jha and 
Mundle (1987) ]. This trend may have very 
serious future implications for the fertiliser 
industry since its manufacturers are not per¬ 
mitted to obtain the reimbursement of ex¬ 
cise and CV duties paid on petroleum inputs; 
the latter having been left out of the new 
scheme However, if this industry is supplied 
these inputs at subsidised rates on a priori¬ 
ty basis then this problem may not occur. 
The difference between nominal and effec¬ 
tive rates range from about 0.4 per cent to 
3.5 per cent for other core sectors, namely, 
’coal and lignite’ (II), ‘crude petroleum and 
natural gas’ (12), ‘iron and steel’ (36), ’non- 
ferrous metals’ (37), ‘rail transport ser¬ 
vices’ (45) and ‘electricitv’ (47). 

Agricultural Sectors: With the advent of 
MODVAT the negligible nominal rates in 
these sectors are modified to a maximum 
nominal rate of 0.57 per cent for ‘wheat’ (2) 
and a minimum of 0.2 per cent for ‘pulses’ 
(4). The difteience between effective and 
nominal rates under MODVAT is maximum 
at 1.9 per cent for ‘wheat’ (2). The difference 
for other sectors is very marginal. 

Basic and Intermediate Goods: These 
goods include those with the highest rates 




Table S: Tax Buboehs f 6 K i979.i80 


_ Rural Areas _ _ Urban Area s_ 

Monthly Population Central Import Monthly Population Central Import 

Per Capita Proportion Excise Duty Per Capita Proportion Excise Duty- 

Expenditure 1979 Duty Expend!- 1979 Duly 

( 1973-74 lure ( 1973 - 

Prices) 74 Prices) 

(Rupees) (Rupees) 


17.09 

.003 

.059 

.005 

13.70 

.000 

.050 

.011 

22.62 

.003 

.053 

.006 

22.25 

.000 

.061 

.007 

27.19 

.009 

.055 

.006 

27.51 

.001 

.057 

.007 

31.81 

.017 

.056 

.006 

31.63 

.001 

.047 

.006 

35-14 

.024 

.057 

.007 

36.62 

.003 

.048 

.007 

42.10 

.046 

.052 

.007 

42.36 

.007 

.049 

.007 

49.94 

.093 

.052 

.007 

50.43 

.016 

.046 

.007 

62.07 

.151 

.053 

.008 

62.28 

.035 

.045 

.007 

78.53 

.158 

.054 

.009 

79.08 

.045 

.044 

.008 

102.84 

.146 

.055 

.010 

103.50 

.052 

.044 

.008 

137.93 

.070 

.058 

.012 

138.84 

.033 

.045 

.009 

192.92 

.037 

.065 

.014 

195 10 

.023 

.047 

.010 

274.69 

.008 

.078 

.017 

277.15 

.008 

.047 

.011 

460.15 

.004 

.083 

.019 

464.00 

.006 

.061 

.014 


Source: Ahmad and Stern [1983], 


Tabi.c 6 ( a ): Tax Burolns ior 1984 - 85 : Bi-k)ri MODVAT 


Rural Areas Urban Areas 


Annual 

Per Capita 

Expenditure 

(Rupees) 

Population 

Proportion 

Central 

Excise 

Duly 

Import 

Duly 

Population 

Proportion 

Central 

Excise 

Duty 

Import 

Duly 

0 - 389 

.0007 

.0457 

.0197 

.0002 

.0475 

.0220 

389 - 518 

.0215 

.0446 

.0195 

.0005 

.0503 

.0231 

518 - 648 

.0457 

.0456 

.0204 

.0131 

.0528 

.0255 

648 - 777 

.0720 

.0467 

.0212 

.0280 

.0513 

.0243 

777 - 907 

.0880 

.0481 

.0222 

.0451 

.0526 

.0255 

907-1101 

.1456 

.0498 

.0234 

.0904 

.0537 

.0266 

1101-1296 

.1383 

.0513 

.0244 

.1032 

.0551 

.0276 

1296-1619 

.1799 

.0536 

.0254 

.1708 

.0570 

.0290 

1619-1943 

.1092 

.0559 

.0262 

.1381 

.0578 

.0294 

1943-2591 

.1066 

.0553 

.0232 

.1714 

.0593 

.0298 

2591-3239 

.0422 

.0596 

.0263 

.0896 

.0602 

.0298 

3239-3887 

.0189 

.0614 

.0259 

.0519 

.0608 

.0300 

> 3887 

.0254 

.0649 

.0235 

.0920 

.0624 

.0282 


Table 6 ( b ): Tax Burdens for 1984 - 85 : After MODVAT 


Annual 

Per Capita 

Expenditure 

(Rupees) 


Rural Areas 


Urban Areas 

Population 

Proportion 

Central 

Excise 

Duty 

Import 

Duty 

Population 

Proportion 

Central 

Excise 

Duty 

Import 

Duty 

0 - 389 

.0007 

.0454 

.0195 

.0002 

.0474 

.0216 

389 - 518 

.0215 

.0443 

.0192 

.0005 

.0501 

.0228 

518 - 648 

.0457 

.0454 

.0201 

.0131 

.0526 

.0252 

648 - 777 

.0720 

.0465 

.0209 

.0280 

.0512 

.0239 

777 - 907 

.0880 

.0479 

.0219 

.0451 

.0524 

.0251 

907-1101 

.1456 

.0496 

.0230 

.0904 

.0536 

.0262 

1101-1296 

.1383 

.0511 

.0240 

.1032 

.0550 

.0271 

1296-1619 

.1799 

.0534 

.0250 

.1708 

.0569 

.0285 

1619-1943 

.1092 

.0558 

.0257 

.1381 

.0578 

.0289 

1943-2591 

.1066 

.0551 

.0227 

.1714 

.0593 

.0293 

2591-3239 

.0422 

.0595 

.0258 

.0896 

.0602 

.0292 

3239-3887 

.0189 

.0613 

.0253 

.0519 

.0608 

.0293 

> 3887 

.0254 

.0648 

.0227 

.0920 

.0624 

.0274 
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'OY &ty, rufmety, ’»ymH«ic wd 
resin’ (32) with MODVAT and no-NfO0VAT 
nominal rates of 78 per cent and 70.2 per 
cent respectively, followed by ‘cement’ (34) 
with rates of 76 per cent and 74 per cent. 
The corresponding effective rates are higher 
by 3.9 per cent and 12 per cent for sector 32 
and by 2 per cent and 4 per cent for 
sector 34. The difference (12 per cent) bet¬ 
ween the two rates in a situation of no- 
MODVAT is much higher for sector (32) as 
compared to the difference of 7 per cent for 
1979-80 (AS). One reason for this is the 
general increase in various tax rates. 
However, a more important reason .seems to 
be the assumption of a positive mark-up ap¬ 
plied to the prime costs in our model. 

For the other intermediate goods sectors, 
‘coal and lignite* (11), ‘iron ore’ (13), ‘other 
metallic minerals’ (14), ‘coal tar products’ (29), 
‘other chemicals’ (33), ‘other non-metallic 
mineral products’ (35), ‘iron and steel’ (36) 
and ‘non-ferrous metals’ (37), the difference 
between MODIWr rates of effective and 
nominal excises is less than 5.5 per cent. 

Engineering Industries: .All these in¬ 
dustries show at least one-and-a-half times 
increase in the nominal excise rates as bet- 
,ween no-MODVAT and MODVAT. Since the 
new nominal rates are very close to the ef¬ 
fective rates this gives a much clearer pic¬ 
ture of the actual tax rates laced by the con¬ 
sumers. The difference between these two 
rates under the new .scheme varies marginally 
from less than I per cent to 1.3 per cent for 
ail engineering industries, viz, ‘non-electrical 
machinery’ (38), ‘electrical machinery’ (39), 
‘rail equipment’ (40). ‘motor vehicles’ (41), 
‘other transport equipment’ (42), ‘com¬ 
munication and electronic equipment’ (43) 
and ‘other manufacturing’ (44). Within this 
group ‘communications and electronic 
equipment’ (43) has the highest effective 
excise duty rate of 15.9 per cent. This rate 
varies from 4.5 per cent to 15 per cent for 
all other sectors in this gioup. 

Other Consumpiton Goods’. In this group 
‘rubber products’ (26) have the highest 
nominal rates of 19.6 per cent without 
MODVAT and 29 per cent with MODVAT. 
The corresponding effective rates are 31 per 
cent and 30.6 per cent. The highest dif¬ 
ference between effective and nominal rates 
is 3 per cent for ‘plastics’ (27) followed by 
differences varying from I per cent to 2.8 
per cent for ‘sugar’ (16), ‘khandsari and 
boora’ (17), ‘wood based industries’ (23), 
‘paper and paper based industries’ (24) and 
‘leather and leather products’ (25). Among 
the food items covered here, sugar has the 
highest effective rate of 17.9 per cent. This 
also dominates the non-MODVAT sector 
‘other food and beverage industries’ (18) with 
a rate of 11.3 per cent. But the numbers for 
this industry should be used with caution 
since more than 20 per cent of its output is 
accounted for by tobacco products and the 
duty on cigarettes alone is about 400-450 per 
cent of the value of clearances. The duty on 
this sector does not include the excise on 


tkittor since (hat is edveted by slate exctiies. 

Services: Among the various services, 
‘construction’ (48) has the highest 'effective 
rate’ of 6.9 per cent and 6.96 pet cent respec¬ 
tively in the MODVAT and no-MODVAT 
scenarios. Although most of the services 
were not taxed in the previous regime, after 
the tax reform it becomes imperative to tax 
them, thus bringing out the implicit taxes 
carried by these sectors. The difference bet¬ 
ween the effective and nominal rates in the 
post-reform period is 1.9 per cent foi ‘tail 
transport services’ (45), 4.6 per cent for 
‘other transport services’ (46), 3.51 per cent 
for ‘electricity’ (47), 0.9 per cent for ‘con¬ 
struction’ (48), 0.6 per cent for ‘communica¬ 
tion’ (49) and 0.5 per cent for ‘other ser¬ 
vices’ (50). These numbers are higher for .so:- 
tors 46 and 47 since the non-MODVAl sec¬ 
tor 28 ‘petroleum products’ forms a inaioi 
input and attracts a duly at the rale of 18 5 
per ccni 

Import Duties: 

.A comparison of nominal excise and 
customs duties fioip Table 2 shows the ex¬ 
tent to which the domestic producers arc 
hedged against foreign competition. The 
table also gives an idea of the tax burdens 
borne by consumers (sec Section Ill for a 
detailed analysis) from final consumption of 
imported goods. Some of the sectors have 
low import duties such as ‘leather and 
leather products’ (25) with a duty rate of 4 8 
per cent and 'petroleum products’ (28) with 
a rate of 2.4 per cent. Note that the domestic 
production of the latter leads to an effec¬ 
tive gxcisc duty of as high as 25 per cmi. 
The effective rates of import duty as 
calculated from the formula given in equa¬ 
tion (2.9) are presented in Table 3. The i-tli 
element of the vector of effective import 
duty rates gives the amount of duty collected 
from the use of imported inputs in the pro¬ 
duction of the (corresponding) i-th good. It 
is not, however, comparable to the nominal 
rate of import duty paid for i-th imported 
good. On the other hand, a comparison of 
the effective rates of excise and import duties 
gives us the distribution of government 
revenue arising from the two duties from 
each of the domestic production sectors. 

The highest import duties paid on inputs 
per unit output are by the sector 
‘plastics’ (27) with the effective import tax 
being 2.8 per cent wtd 2.9 per cent respec¬ 
tively under MODVAT and no-MODVAT. 
The duties paid by agricultural sectors are 
negligible. The effective excises are substan¬ 
tially higher than import duties for all sec¬ 
tors. This implies, as may be expected, that 
a major portion of government revenue from 
production sectors originates from excise 
taxes. This is especially pronounced in the 
case of ‘synthetic fibres and resins’ (32) with 
effective rates of 82 per cent and 0.3 per cent 
for excise and customs respectively under 
MODVAT. 

We will not discuss these duties any fur¬ 
ther. Although the effective import duties 


may iw of interest in studying, e g, fdreigfl - ' 
trade policies, in this paper, we are concerned ; 
mainly with the calculation of consumer tax ■; 
burdens due to these duties. 


Ill 

'Fhe Distributional Incidenw 

Tx\ Burdins: Mpthodoiogy 

Tax burden borne by a household group 
is defined as the ratio of the taxes paid on 
its ‘direct and indirect consumption’ of all 
goods and its mean expenditure. For in¬ 
stance, the tax burden from excise duties on 
the li-ih goup IS 


b'“' = 


•dc 


X 


(3.1) 


where t**'' is the vector of effective excise 
taxes, x'"’ the vector of consumption from 
domestic pmduction and x the mean total 
expenditure ot the gioiip In order lo 
calculate the tax burden from import duties 
we should, unlike the earlier studies, con 
sider the burden arising out of not only ej- 
feciive import diittcs on consumption from 
domestic production hut also nominal duiic'. 
on imported Jinal consumption. That is. 


y (t"’ y t"' ) x'"''l/x 


(3.2) 


where t"" is the vector of effective import 
duties as applicable to domestically produc¬ 
ed consumption x**''. And x'"'' is the final 
consumption from imports. 

Excise duties are said to be progressive if 
bdi < b‘‘2< .. < bX” for x' i x" i ..' <x~ ” 
Similar definition holds for import duties 


DisTRiBurioN oi Consumption 
EXP bNDITURHS 

For consumption expenditure we make use 
of the National Sample Survey (NSS) data 
for the 38th round for 1983-84 published in 
Government of India [1986 cj. This gives the 
value of consumption (in Rs) of (19) broad 
groups of items per person for a period of 
30 days by monthly per capita expenditure 
classes for both urban and rural areas with 
13 expenditure classes each. We update this 
data according to the average annual rates 
of growth of consumptions of various com¬ 
modity groups at the aggregate level between 
1977-78 [NSS, 32nd round; see Government 
of India (1986 b)] and 1983-84. We then con¬ 
vert it into value of consumption (in Rs) of 


Tabic?: OvtRAti Tax Burdens as 
Pf.rcentauf OF Totai. Consumer 

F-XPPNDnURE 


Year 

Central 

Excise 

Duty 

Import 

Duty 

Chelliah/Ull (1973-74) 

5.34 

1.43 

Stern/Ahmad (1979-80) 

5.44 

0.99 

Before MODVAT 

5.67 

2.63 

1984-85 

After MODVAT 

5.65 

2.58 
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(the same itroad grouia 6t itettii per'iier* 
son for a period of one year by annual per 
capita expenditure classes. This gives us two 
matrices of dimension 19 x 13, one each 
for rural and urban areas. 

However, there is a large degree of 
overlapping between the NSS and the Plan¬ 
ning Commission Classifications [see 
Government of India (1986 a)J of sectors. 
For instance, the groups ‘edible oils', ‘meat, 
ftsh and eggs' and ‘milk and milk products‘ 
of NSS are all clubbed together into the 
goup ‘Other food and beverage industries' of 
TN. On the other hand, an item like ‘fuel 
and light’ of NSS corresponds to at least two 
groups, ‘coal* and ‘electricity’ of TN. 
Whereas, an item like ‘miscellaneous goods 
and services' in NSS clubs together a varie¬ 
ty ol services including ‘gas’ which may go 
into the oil sector of TN, ‘transport’ which 
goes into ‘railways’ and ‘other transport’ of 
TN and so on. Since we are also trying to 
use the effects of tax changes in various 
commodities on the price levels, it may be 
worthwhile to break up the non-MODVAT 
sectors such as ‘textiles’ or ‘clothing’ into 
sub-sectors in order to have a better picture 
of the underlying complications. To take care 
of these and similar other problems, we 
break the consumption of the various expen¬ 
diture classes i nto the 50 sectors of TN. The 
matching of the 19 sectors of NSS with the 
50 sectors of TN is presented in Appendix 4 
with details. 

Private consumption expenditure is 
decomposed into consumption from imports 
and that from domestic production in the 
following manner. For each of the 13 con¬ 
sumer groups we use the fractions obtained 
from the Technical Note on the 6th Plan 
[Government of India (1981)] which gives 
data on private consumption of imports'* 
and private consumption from domestic pro¬ 
duction for 1984-85 at 1979-80 prices. This 
gives us four matrices ol dimension 50 x 13 
each—two each for rural and urban areas. 

T.AX BUROLNS: RESLIITS 

In their study for 1973-74, Chelliah and 
Lall [1981] found the taxes to be progressive 
on the whole. Also taxes such as central ex¬ 
cise. import duty, sales taxes and other taxes 
were found to be progressive when taken 
separately. AS in their study for 1979-80 also 
found taxes to be more or less progressive 
in general with a few exceptions. They 
covered subsidies also. However, since we arc 
concerned with excise and import duties we 
report their results only for these two duties. 
These are presented in Thbles 4 and 5. 

The effective tax burdens for 1984-85 tn 
the absence and presence of MODVAT are 
presented in Tables 6 (a) and 6 (b) respec¬ 
tively. A comparison of the tables for the 
three years shows that over time the burdens 
arc being spread more and more evenly 
across expenditure classes. In other words, 
they are tending to become proportional. 
(For the progressivity of individual com¬ 
modity taxes see the next subsection.) The 
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: S.t« per pent and the correspon¬ 


classes (except for the two richest classes). 
Also with the introduction of MODVAT the 
excise tax burdens reduce more for the poor 
classes than for the rich. In fact, for the five 
uppermost expenditure clas.ses in urban 
areas there is no reduction. 

On the whole the excise tax burdens are 
progressive, varying from about 4.5 per cent 
of expenditure for the poorest class to about 
6.5 per cent for the richest in the rural areas. 
The numbers are much closer for urban 
areas, being 4.7 per cent at the lowest level 
and going up to about 6.2 per cent at the 
highest level. 70 per cent of the total excise 
burden of rural class I is accounted for by 
‘other food and beverage industries’ (18) and 
‘petroleum products’ (28) alone. Their 


ding effective tax rates under MODVAT 11 
per cent and 25 per cent. On the other hand, 
the richest class in the rural areas pays about 
52 per cent of its excise tax through pur¬ 
chases of ’other food and beverage in¬ 
dustries’ (18), ‘cotton textiles’ (19) and ‘other 
textiles’ (22) which account for 21.86 per 
cent, 11.87 per cent and 6.62 per cent of its 
expenditure respectively' The urban poor 
follow the same pattern as the rural poor; 
out of their total excise tax burden of 4.74 
per cent more than half (3.2 per cent) comes 
from sectors (18) and (28). Urban rich dif¬ 
fer from rural rich in their consumption of 
textiles: they spend about 5.55 per cent of 
their expenditure on ‘cotton textiles’ (19) and 


Table 8: Sectorwise PRiKii«Es.siviT^ Indk'es 


Sector 

Rural 

Urban 

All India 

1 Paddy 

-.164594 

.233753 

-.217953 

2 Wheat 

-.157428 

-.221236 

-.210109 

3 Other cereals (jow, baj, maire) 

-.158628 

-.232571 

.216931 

4 Pulses 

-.037949 

-.109371 

-.072680 

5 Fibre crops (cotton, jute) 

.287601 

.253829 

238905 

6 Tea coffee (plantation) 

.055617 

.022765 

.050795 

7 Other crops 

.014540 

-.004986 

.015200 

8 Animal husbandry 

-.031145 

-.028835 

.039246 

9 Forestry and logging 

.187088 

.118651 

.143911 

10 Fishing 

.126049 

.077124 

.098804 

II Coal and lignite 

.007205 

-.006574 

-.012054 

12 Petroleum and natural gas 

-.064719 

-.072535 

.077416 

13 Iron ore 

.279482 

.135053 

.196462 

14 Other metallic minerals 

.348096 

.209458 

.245272 

15 Non metallic minor minerals 

.084710 

.053314 

.019826 

16 Sugar 

.056014 

.092974 

-.013240 

17 Khandsari + boora 

.292321 

.116207 

.187886 

18 Other food and beverage industries 

.041569 

.015446 

.045834 

19 Cotton textiles 

.293506 

.269%2 

.236896 

20 Art silk -t- synthetic Fibre textiles 

.311026 

.287112 

.316541 

21 Woollen textiles 

.323825 

.285089 

.320913 

22 Other textiles 

.282385 

.262000 

.273715 

23 Wood based industries 

.210150 

.158154 

.184100 

24 Paper -f paper based industry 

.134465 

.100622 

.121120 

25 Leather -i- leather products 

.265081 

.197468 

.235051 

26 Rubber products 

.246830 

.178969 

.209745 

27 Plastics 

.286536 

.168982 

.189606 

28 Petroleum products 

-.084119 

-.085109 

-.087134 

29 Coal tar products 

.143600 

.073752 

.083276 

30 Fertilisers 

-.084639 

-.109263 

-.116547 

31 Pesticides 

.139383 

.068667 

.085988 

32 Synthetic fibres -i- resin 

.279771 

.231329 

.257442 

33 Other chemicals 

.105159 

.086889 

.102457 

34 Cement 

.133800 

.077134 

.063854 

35 Other non-tneui mineral products 

.079801 

.052121 

.051057 

36 Iron and steel 

.125702 

.099435 

.109914 

37 Non-ferrous metals 

.177171 

.127228 

.138347 

38 Non-electric machinery 

.117116 

.081736 

.085987 

39 Electrical machinery 

.329933 

.266874 

.293207 

40 Rail equipments 

.221310 

.147169 

.148575 

41 Motor vehicles 

.257256 

.190222 

.227469 

42 Other transport equipments 

.209241 

.141469. 

.163005 

43 Communi -e electronic equipments 

.361965 

.227192 

.279874 

44 Other manufacturing 

.232909 

.177684 

.210540 

45 Rail transport services 

.084976 

.074808 

.083507 

46 Other transport service 

.090425 

.093312 

.112854 

47 Electricity 

-.021583 

-.031411 

-.033840 

48 Construction 

-.003168 

002632 

-.005969 

49 Communication 

.139683 

.105875 

.131011 

50 Other services 

.098776 

.091226 

.114437 
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•boot 6>6t per ceAt on VtUier 
These two items to(ether with 'other ftwd 
and beverage industries’ (18) cover about 
two-thirds of the excise buiden of 6.24 per 
cent for this class. 

Since tobacco products and alcoholic 
beverages form a large part of the output 
of sector (18) (‘other fo<^ and beverage in¬ 
dustries'), from a social point of view, it 
would be preferable to raise the duties on 
these items for any indirect tax revenue to 
be raised. On the consumption side it may 
release some expenditure for other (essen¬ 
tial) goods in all classes. This is to be ex¬ 
pected in the light of own price elasticity of 
demand of - 0.82 for ‘other food’ as pre¬ 
sented in AS. On the production side it may 
not affect other industries since it is a major 
user of its own products. 

The story for burdens arising out of im¬ 
port taxes is different. For the rural areas 
they rise from about 1.9 per cent to 2.3 per 
cent of expenditure whereas in urban areas 
they steadily increase from 2.2 per cent to 
2.7 per cent as the expenditure levels go up 
from the bottom to the top. The higher 
burdens for urban classes might be partly 
due to the assumption that certain imported 
items are consumed only in urban areas. 
)fowever, since the share of final consump¬ 
tion from imports in total final consump¬ 
tion is assume) to be the same across various 
expenditure classes, the variation in tax 
burdens is suppressed on this account. 

One more thing worth noting is that with 
the tax reform in the form of MODVAT the 
burdens due to both the taxes have reduced 
for most consumer classes. But, these 
burdens are again likely to go up with the 
changes brought about in the budget for 
1988-89. For instance, special excise duty 
(SED) at the rate of l/20th of the basic duty 
is levied on all goods except sugar, matches, 
kerosene, cotton fabrics, vanaspati, 
vegetable, non-essential oils, tea. coffee [see 
Government of India, (1988 b)]. (However, 
SED would not apply to CV duties on im¬ 
ports.) Though these essential items which 
form part of ’other food and beverage in¬ 
dustries’ (18), ‘cotton textiles’ (19) and 
‘petroleum produts’ (28) (and as we have 
seen these are the major constituents of tax 
component in consumer expenditure) have 
been exempted from SED the eRective taxes 
for these items are bound to increase due to 
the rise in tax rates on other items as a result 
of SED. This is to be expected since the lat¬ 
ter enter as inputs in the productiori of the 
former. The fact that the overall burdens in¬ 
crease can be seen from the following. 
According to Government of India [1988 b] 
SED alone would amount to a revenue of 
Rs 6S0 crore whereas all other commodity 
tax reductions/subsidies would provide a 
relief of only Rs 510 crore. In this paper, we 
will not delve more into the effects of recent 
changes in taxes. 

The fact that the burdens from variou* 
taxes are consistently going up is well borne 
out by Ihble 7. However, as compared to the 
mm-MODVAT regime; the union ecdse and 


ioipmi tax burdens have reduced marginally 
by 0.02 per cent and 0.05 per cent with the 
introduction of MODVAT. We must also 
note that these results may still present an 
underestimate of the actual picture due to 
the weaknesses in the NSS consumer expen¬ 
diture data. For instance, the NSS covers 
only the private households and excludes the 
houseless population including the popula¬ 
tion in e g, prisons, orphatMges and hospi¬ 
tals. Also, it does not fully capture the con- 
sugiption of several commodities such as 
tobacco and intoxicants (due to underrepor¬ 
ting) and fruits, beverages and consumei 


consumers of these items). Ror more details 
on these problems see Joshi et al [198'^, 
Mukherjee [1986] and Vsidyanathan [1986]. 

Measures of progressivity 
In the previous section we calculated the 
overall tax burdens for various expenditure 
classes. As we have noticed, a tax system it 
said to be progressive if the tax bur^s are 
higher for the richer expenditure groups. If 
the burdens are lower for the richer expen¬ 
diture groups then it is said to be regressive 
As we know, the tax burdens depend main¬ 
ly on the distribution of consumption expen¬ 
diture on (fifferent commodities by the dif¬ 
ferent socio-economic classes. To study the 


durables (due to non-cooperation from the 
more affluent households who are the major 

Table 9: Rates of Profits Under Different Tax Regimes 


Sector 

Rate of Profit 
as Applied to 
Vsriable Cost 

Profit Per Unit* Profit Per Unit* 
Output Under Output Under 
No MODVAT MODVAT 

I Paddy 

.0000 

.0000 

.0000 

2 Wheat 

.0000 

.0000 

.0000 

3 Other cereals (jow, baj, maize) 

.0000 

.0000 

.0000 

4 Pulses 

.0015 

.0015 

.0014 

5 Fibre crops (cotton, jute) 

.0053 

.0053 

.0049 

6 Tea -F coffee (plantation) 

.0014 

.0014 

.0013 

7 Other crops 

.0017 

.0018 

.0016 

8 Animal husbandry 

.0000 

.0000 

.0000 

9 Forestry and logging 

.2495 

.1978 

.1880 

10 Fishing 

.0000 

.0000 

.0000 

11 Coal and lignite 

.2147 

.1745 

.1561 

12 Petroleum and natural gas 

.3769 

.2707 

.2706 

13 Iron ore 

.0903 

.0809 

.0786 

14 Other metallic minerals 

.1272 

.1112 

.1060 

IS Non metallic +■ minor minerals 

.1366 

.1189 

.1162 

16 Sugar 

.0033 

.0033 

.0012 

17 Khandsari -f boora 

.0048 

.0048 

.0023 

18 Other food and beverage industries 

.0003 

.0003 

.0003 

19 Cotton textiles 

.0119 

.0115 

.0115 

20 Art silk -f synthetic fibre textiles 

.0036 

.0032 

.0032 

21 Woollen textiles 

.0041 

.0037 

.0037 

22 Other textiles 

.0160 

.0155 

.0155 

23 Wood based industries 

.0218 

.0207 

.0136 

24 Paper F- paper based industry 

.0241 

.0224 

.0146 

25 Leather * leather products 

.0504 

.0461 

.0332 

26 Rubber products 

.0340 

.0304 

.0214 

27 Plastics 

.0317 

.0265 

.0212 

28 Petroleum products 

.0386 

.0345 

.0345 

29 Coal tar products 

.0340 

.0313 

.0172 

30 Fertilisers 

.0706 

.0679 

.0547 

31 Pesticides 

.0624 

.0564 

.0362 

32 Synthetic fibres + resin 

.0456 

.0410 

.0311 

33 Other chemicals 

.0405 

.0367 

.0259 

34 Cement 

.0185 

.0174 

.0123 

35 Other non-metal mineral products 

.0229 

.0217 

.0156 

36 Iron and steel 

.0108 

.0098 

.0067 

37 Non-ferrous meuls 

.0345 

.0299 

.0197 

38 Non-electric machinery 

.0421 

.0364 

.0281 

39 Electrical machinery 

.0387 

.0335 

.0244 

40 Rail equipments 

.0346 

.0303 

.0236 

41 Motor vehicles 

.0283 

,0232 

.0179 

42 Other transport equipments 

.0276 

.0244 

.0179 

43 Communi + electronic equipments 

.0451 

.0403 

.0289 

44 Other manufacturing 

.0736 

.0660 

.0527 

45 Rail transport services 

.0837 

.0741 

.0594 

46 Other transport service 

.1105 

.0934 

.0894 

47 Electricity 

.3061 

..2283 

.1612. 

48 Construction 

.0051 

.0049 

.0038- 

49 Communication 

.1650 

.1400 

.1335 

50 Other services 

.0177 

.0171 

.0147 


Sole. A unit it deHned to be worth one rupee at the base level. 
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ENRICHING SOCIETY THROUGH INDUSTRIAL PROMOTION 
THE ENTREPRENEUR’S RIGHT ARM — APIDC 

APIDC is a story of growing aspirations and surging successes. There are 500 units spread over the length and 
breadth of the state, the monoliths of progress, the engines of growth, that are standing proofs of APIDC's efforts. 

The Schemes of Success: APIDC offers a range of schemes to Entrepreneurs. 

• The Joint Sector; APIDC invests upto 26% or 50%. of the Share Capital on a selective basis as the case may be. 

• The Assisted Sector. APIDC invests upto 11% of the Share Capital. 

• IDBI Refinance. Under the 'Refinance Scheme' of the Industrial Development Bank of India, APIDC 
offers long term loans upto Rs. 90.00 lakhs. 

• Seed Capital Assistance; APIDC operates the IDBI Seed Capital Assistance Scheme specially designed for 
Technocrat Entrepreneurs. 

Other Schemes operated by APIDC include. 

• Ix>an facility for Hospitals and Nursing Homes 

• Assistance for Equipment Modernisation. 

• Assistance fur Equipment Refinance, etc. 

SERVICE ALL THE WAY 

And APIDC offers service. Relentless service. Ranging from tying up Finances and Technology to 
Merchant Banking facilities. This is what puts APIDC in a special clas.s by itself. 

ANDHRA PRADESH INDUSTRIAL 
DEVELOPMENT CORPORATION LIMITED 

■PARISRAMA BHAVANAM’, HYDERABAD 500 029. 

APIDC FUELLING THE ENGINES OF INDUSTRIAL GROWTH 


GREAT EXPECTATIONS. 

The peasants, the agricultural labourersy the industrial workers, the fishermen 
in Kerala—they are all industrious, politically conscious, and socially responsi¬ 
ble. It was they who voted the Left Democratic Front Government to power about 
two years ago; And it aroused in the people greater expectations of brighter 
future. 

And here is a Government that works, committed to the cause of the 
downtroden, the have-nots. 

The Left Democratic Front Government has given the people an administra¬ 
tion, clean, efficient and stable; many of the L.D.F.'s election promises have 
already been realised. 

Yes, L.D.F. Government in Kerala is people's Government a ray of hope 
spreading out from the southern-most state of India to everywhere. 


Public Relations Department. GOVERNMENT OF KERALA 


Economic and Political Bkekly April U, 
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conuiioditywise di^ribution of tax btiittsns 
it is essential to have commoditywise indices 
ofprogressivity. Such indices will be of great 
use in choosing the appropriate tax rates to 
increase the progressivity of the overall in¬ 
direct tax system. One can use the concen- 
ttation measure of progressivity proposed by 
l^kwani [1977]. However, this measure takes 
into account only the tax imposed directly 
on the commodity and ignores the tax im¬ 
posed on the commodities (intermediate 
goods) that are used as inputs in producing 
this commodity. We, therefore, modify this 
index by calculating the tax paid with the 
help of effective tax rales which account for 
direct as well as indirect Consumption (i e, 
the inputs which go into the production of 
the directly consumed goods). Thus we 
define the progressivity of the indirect ttix 
paid on the ilh commodity group as 
Pr = C -O where C is the concentration 
index of the distribution of tax paid across 
different income groups due to a tax on the 
ith commodity group alone and G is the Gini 
index of income (we use total consumption 
expenditure as a proxy for income). It is easy 
to see that this index does not depend on the 
magnitude of the ux rate (for which any 
positive value can be assumed). The 
' numerical values of this progressivity index 
arc presented in Table 8. A positive value of 
the index implies a progressive tax and a 
negative value a regressive tax. Thus a higher 
value for the index means a highei pro¬ 
gressivity. The “concentration measure ot 
lax progressivity attaches maximum' weight 
to a transfer of the share of tax liability at 
the mode of the income distribution” [see 
Kakwani (1986, ch 5)]. In our discussion of 
the magnitudes of the PC’s if PI' lies bet¬ 
ween -0.1 and 4 0.1 we would say that the 
ith tax is almost proportional. That is, the 
tax liability is distributed among consumers 
in proportion to their income. 

Our results show that indirect taxes on 
most of the commodity groups are either 
progressive or proportional. Only taxes on 
cereals are found to be regressive. The struc¬ 
ture of progressivity of these taxes is very 
similar for both rural and urban consumers. 
Among the agricultural sectors tax on ‘fibre 
crops’ (S) is highly progressive. Except for 
‘non-electrical machinery’ (38) taxes on all 
other engineering goods are progressive. 'Roi 
on ‘electricity’ (47) is almost proportional 
whereas on other services it is progressive. 
Among the administered price sectors tax on 
‘fertilisers’ (30) is found to be regressive. 
Ikxes on ‘iron and steel’ (36) and ‘non- 
ferrous metals’ (37) ate progressive. Ihxes on 
most other items in this category ate almost 
proportional. Dtxes on all items classified as 
‘other consumption goods’ are progressive 
except for ‘sugar* (16), tax on which is almost 
proportional. Exceo' for ‘coal and lignite* 
01) and ‘non-metallic minor minerals* (15) 
taxes on all other items classified as 'b^c 
and intermediate goods* are progressive 

The progressivity of the overall .indirect 
tax system is given by the overall ptogressivi- 
ty index OPl - C - G where C is the con¬ 


centration index of the distribution of tax 
paid by different income classes and G is as 
defined before. It can be noted that the OPl 
is, in fact, a weighted average of the pro¬ 
gressivity indices (PI'‘$) of the individual 
commodity taxes, the weights being propor¬ 
tional to the tax paid-by the consumers 
on each of the commodity groups, 

i c, OPl = (I R' P1')/(X R') where R' is the 
1 i 

total tax revenue from the ith commodity. 
■The computed value for the OPl is .024912. 
With the introductionof MODVAT, OPl turns 
out to be .046843. While in both the situa¬ 
tions we find that the indirect tax system is 
almost proportional, it is clear that the intro¬ 
duction of MODVAT is a definite move 
towards higher progressivity. 

Profits 

The vector of rates of profit (n) is 
presented in the second column of Table 9. 
This table also gives the vectors of total pro¬ 
fit (fl) per unit* of output produced in 
various sectors both before and after the in¬ 
troduction of MODVAT. Given the rate nj 
of profit in sector j, the total profit flj per 
unit output IS given by 

rii ■ nijl (qi‘'aij‘* 4 qi'"ai)'") 4 Wrj 


before MODVAT 

and Hj = nj|2 (q^Ja.,"* 4 q.-^a.i"' - i.‘'a.j'‘- 

T,"’i „"') + WjJ after MODVAT, 
where the domestic market price vector q** 
is obtained after taking into account the 
direct and indirect effects of costs and prices 
[see equations (2.7) and (2.7. c)]. 

Since, in general, net costs go down (see 
the example in Section I) due to input sub¬ 
sidy as a first round impact of introduction 
of MODVAT, total profits per unit of out¬ 
put also decrease (when the same profit rate 
is applied to variable costs). Note that this 
result follows according to equation (2.12) 
whereby the consumers’ tax burden goes 
down with the introduction of MODVAT but 
the producers have to bear extra burden to 
satisfy the governments’ revenue neutrality 
condition (2..S). This is brought out in the 
form of a reduction in profits. The reduc¬ 
tion is highest for ‘electricity’ (47) from 
about 23 paise to about 16 paise for every 
unit produced. The sector earning the 
highest per unit profit is ‘crude petroleum 
and natural gas’ (12) with a figure of 27 paise 
per unit followed by ‘forestry and logging’ 
(9) with a profit of 19 paise per unit pro¬ 
duced. In both these sectors, value added is 
about 90 per cent of the value of output. 


Txai 1- 10: Chances in Prices and Revenuf due to a 10 Per Cent Increase in Various 
Combinations of Excise Dunrs 



Change in Wholesale Price Index 

Change in Govt 



(Per Cent) 


Revenue (Rs crore) 

Sectors Covered 

Without Wage 

With Wage 

Both Before 


Indexation 

Indexation 

and After 


After 

Before 

After 

Before 

MODVAT 

MODVAT 

MODVAT 

MODVAT 

MODVAT 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

1 Non MODVAT Sectors 
12, 18-22, 28 

2 Administered Price 

I.S4I 

1.523 

4.471 

4.427 

451.19 

Sectors 

11, 12, 28, .30, 34, 36, 

37, 45, 47 

3 Basic and Intermediate 

1.568 

1.557 

4.560 

4,564 

383.48 

Goods 






II, 13, 15, 32-37 

4 Engineering Industries 

4.221 

4.235 

12.328 

2.363 

339.31 

38-44 

5 Other consumption 

-0.162 

-0.169 

- 0.472 

- 0.499 

178.69 

goods 16, 23-27 

-0.177 

-0.187 

- 0.516 

- 0.553 

118.53 


Table II; Effects of Tax Chances on OPI 


OPl 


Simulation 

No 

Description 

Before 

MODVAT 

After 

MODVAT 

0 

Status quo 

.024912 

.046843 

1 

10 Per cent increase in excise duties on 
Non MODVAT Sectors 12. 18-22, 28 

.012671 

.036325 

2 

Administered PriceSectors 11, 12, 28, 30, 
34. 36. 37, 45. 47 

.010940 

.035161 

3 

Basic and Intermediate Goods 11, 13, 

15. 32-37 

.027129 

.049341 

4 

Engineering Industries 38-44 

.024718 

.046960 

5 

Other consumption goods 16, 23-27 

.024121 

.046635 
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IV 

Simulation Exercises 

In this section we obtain the effects of 
changes in some excise duties on the general 
level of prices, public revenue and the con¬ 
sumer burdens in the form of overall pro- 
gressivity of taxes. 

EFFtCTS OF CHANC.FS IN TaX RATES 
Prices 

In order to calculate the effects of changes 
in the tax rates let us rewrite equation ( 2 . 6 ) 

q** - A'* -r q"' A"' + f" (l-A'*) - 

r"' A"' 4 W’ 

When input use coefficients are fixed then, 
for small changes, totally differentiating this 
equation yields 

dq‘^ - dq" A" + dq"' A"- + dt"' (l-A")- 
dT™A”’ 4 d^' (4.1) 

where 

dW - (dt**' + dx'” A^'XI - A**)-' (4.2) 
and 

dq'" =- df" 4 dx’" (4.3) 

A.s tar as Wj is conceincd we assume that 
the cniy component in it which changes 
directly with prices is the wage component. 
That IS, the wages are indexed with respect 
to the gencial level of prices P, 

Wj = d) 4 "jP, j t h (4.4) 

where 

P --- (4.5) 

is a weight^ average of domestic consumer 
prices. If Ij is the labour coefficient in 
sector j, we may write 
dW, = I, dw, 

or, dWj » l)’'jdP (using equation (4.4)) 
or, dWj := lj'’jZi0idqi'‘(using equation (4.5) 
or, d% = (I + m) Ij’', i.p.dq.'* 

- P',", I.^dqi" 
in matrix notations, 

d^' = dq<'p(l“’')' (4.6) 

Sub.stituting in equation (4.1), we get 
dq"* = dq" A** t dq"" + 

dt*' (I- A'*) - dx™ A™ + dq" «!“")' 
Rearranging it, we have 

dq" = dq" lA" 4- 4-dq™ A ™ + 

dt" (I - A'*) - dx™ A (4.7) 

Using the notation A* = Jfa . 4 . we 

may rewrite equation (4.7) as 
dq" = (dq™ A™ - dx"’ .^™)(I-A*) -' 4- 
di" (I-A") (I-A") ' (4.8) 

where 

dq™ = dt™ + dx™ (4.9) 

The first element on the right hand side of 
equation (4.8) shows the change in effective 
import duty due to a change in the nominal 
tax rates. The second element shows the cor- 
respon^ng.change in effective excise duty. 


Hence note that a change in efftetlve taxes 
implies an equal change in consumer prices. 

The matrix A* = + /)(!'’’')' with (ij)th 

element (l-t-nj) (ad" + /hljtj) can be inter¬ 
preted as the domestic input use coefficients 


•“1. 




(4.15) 


!!l= -Ai 
aqi™ 

Equati^ (4.12) can now be written as 
dv" = m” Idl" - I (xi"'’dqi" 

I 


matrix adjusted for the additional wagg cost 
due to wage indeution as well as the profit 
mark up. In other words, the (u)th element 
reflects the requirement of the i-th variable 
input for purposes of direct production as 
also factor payments in sector j. When wages 
are not indexed, 1==0, A* reduces to A". 

From equation (4.8) we can also derive the 
change in the general level of prices, 
dP = dq" p (4.10) 

where p is the vector of weights of domestic 
prices in the general level of prices (see equa¬ 
tion (4.5)) which, we assume, is represented 
by the wholesale price index. 

Revenue 


+ x,™'’dq,™) I (4.16) 

Equation (4.16) gives us the price and in¬ 
come effects of a change in taxes on con¬ 
sumer welfare. Note that if all taxes aie 
changed in the same proportion, the effec¬ 
tive taxes also change in the same propor¬ 
tion and wc can obtain the change in utilities 
of different income groups. 

The monetary value of utility gain is 
dl'' - Z (xj"*'dqi'* TWSi divided 

by income, l'*, will give us the monetary 
gain as percentage of income to household h 


dl" - Z (x,""dq/ 4 x,™"dqj™) 

I 

I" 


( 4 . 17 ) 


Assuming that the vectors of domestic 
production, X". and imports, X™, remain 
unchanged with a change in taxes, the 
change in government revenue is given by 
dR = dt" (|-A")X" 4- (dt™ + dx™') 
X™ dx™' A'"X" 

(using the definition of R; see Section II) 
or, dR =- (dt" + dx™ A ™)X" 4- 
(dl™ -4dx" )X'"-dx™'A’"X" 

(using equation (4.2)) 
or, dR = dt" X" 

4 (dt™ + dx"* )X™ (4.11) 

However, when outputs and imports also 
change we would have to add the term 
t" dX" + (t™ +x™ )dX™ to the right hand 
side of (4.11). 

Consumer Welfare 

Given a change in some taxes, (he con¬ 
sumer prices and incomes (wages) will 
change in the way presented in equations 
(4.8) and (4.6) respectively. If x"" and x™" 
arc the consumption vectors for household 
h from domestic production, and imports 
respectively, and the utility function is 
u" (x"" 4- X™") then the indirect utility func¬ 
tion is given by v" (q", q™, l") where I" is 
the income of h-th hou.sehold from all 
sources assuming fixed factor supplies. For 
small changes, the change in consumer 


welfare is 

then { 

given by 


dv" = I 

1 

av" 

aqj" 

dai** + £ilLdqj“i 

8qj™ 



3v" 

dl" 

(4.12) 

+ 

31" 



av" 

where _ = 

h" 

(4.13) 

ai" 



is the marginal 

utility of money. 


- From Roy's identity we have 


a 

v" 

= - jl"xj"" 

(4.14) 


aqj" 


and 


In order to make use of the data, equa 
tion (4.16) can be reformulated as 

|qj"xj""dcii" J. qj™xi”*dqf 
dv"=)i" dl"-Z - 

L J L 

or ds" = pi" -Z^c 

4 q)"'X)™"qi™j] ( 4 . 18 ) 


-Zlq,"x,""q,"' 


qj" 


where qj"xj"" and qj"x)“'" are respectively 
the consumption expenditures on 
domestically produced and imported good 
j by household h. 

If we have the decomposition of the 
non-profit income into various consumer 
classes, in equation (4.18) we could use 
dl" = ZdWj" where Wj" is the personal 

J 

income from sector j to household h and 
IhWj" = W) is the total non-profit or per¬ 
sonal income from sector j. However, for our 
purposes, a detailed break up of Wj into 
(Wj") is not available for the various sectors 
for IM4-8S. To our knowledge, the latest 
such break up was done by Oreze [1983] us¬ 
ing the 1973-74 NSS (28th round) data and 
updating it for ten consumer classes for 
1979-80. Since the NSS classification of ex¬ 
penditure classes for 1983-84 (38th round) 
cannot be perfectly matched with that of 
1973-74, we cannot make use of this decom¬ 
position of Wj even by updating the Hguies 
for 1984-85. 

In what follows we, therefore^ obtain the 
progressivity of tax burdens with vuious 
simulations. 


Progressivity of Imlirecl Hues 

Oiven the progressivity of the individual 
taxes and tlw oontsponding revenues wc 
know how to obtain tte piogtessivity of the 
overgU indirect tax system using the index 
OPfas defined in section III. Later in this 
section we piesem the lesults for changes in 
this index when some of the excise duties are 
increased by 10 per cent each. 

Since, in the absence of profits, die con- . 
sumer prices are the same with or without'* 
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M(^3VWr (see equatwns (2.7.a) and (2.7jd)), 
we do not calculate the corresponding 
changes in the relevant variidrles. Instead, we' 
concentrate on the more interesting case of 
positive mark-ups and calculate the effects 
of changes in taxes for both. MODVAT and 
nOn-MODVAT regimes through various 
simulation exercises. 

Data for ihb Simulations 

The Labour Coefficients and the Weighting 
Diagram for WPl 

The labour coefficients (Ij) and the 
weighting diagram (fli) for the general price 
level, which is here taken to be the wholesale 
price index, are taken from Jha and Mun- 
dle (1987). 

The Relation between the Wage Rates and 
the General Level of Prices 

In order to estimate a relation between the 
nominal wage rates and the wholesale price 
index as given b>' equation (4.4) we partition 
the economy into agriculture and non¬ 
agriculture. We further assume that the 
estimates obtained for these two broad sec¬ 
tors apply to their respective subsectors. Hik¬ 
ing the wage indices as calculated in Jha and 
, Mundle [1987) we get the following regres¬ 
sion equations. 

Agricultural sector: 

w = - 6..t55 4 0.974*WP1 (1960-61 to 

(-1.025) (29.020) 1985-86) 

ir ^ = 0.97 Degrees of Freedom - 24 
Non-Agricultural sector: 
w - -9.777 4 1.073*WPI (1960 to 1980) 

(-2.262) (32.806) 

R ^ 0.98, Degrees of Freedom = 19 

Nate: Figures in parentheses indicate t-value.s. 

• denotes significance at 0.1 per cent level 
uf significance. 

Given these two equations, we apply a wage 
indexation coefficient ’’i = 0.974 for all the 
agricultural sectors j = 1,..., 10. For the 

non-agricultural sectors j = 11.50 we 

usei, = 1.073. 

The Simulations 

We run the model to obtain the effects of 
a 10 per cent increase in one or more taxes 
simultaneously. For administrative reasons 
it is preferable to calculate the effects of 
changes in nominal taxes and not in effec¬ 
tive taxes. Furthermore, since the tax rales 
under MODVAT are directly linked to those 
in the absence of MODVAT, for purposes of 
comparison of the two schemes we compute 
the effects of changes in tax rates previilent 
in the latter .scheme That is, we introduce 
changes in the non-MODVAT nominal rates 
which affect the MODVAT nominal rates i** 
and hence the effective tax rates and t"** 
These, in turn, will have further repercus¬ 
sions in the form of changes in, inter alia, 
prices, revenue, welfare and the tax burdens 
borne by various consumer classes. For each 
simulation we change only the excise duty 
t^ for the corresponding combination of 
sectors. We also assume dr" = dt^ (I ■Ft”), 
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i«; the change in CV duty rate is equal to 
that in excise duty for given t”. 

The various combinations of sectors for 
simulations are the following: 

A 10 per cent increase in excise duty in * 

1) Non-MODVAT sectors 

Crude petroleum and natural gas (12) 
Other food and beverage industries (18) 
Cotton textiles (19) 

Art silk and synthetic fibre textiles (20) 
Woollen textiles (21) 

Other textiles (22) 

Petroleum products (28) 

2) Administered Price Sectors 
Coal and lignite (11) 

Crude petroleum and natural gas (12) 
Petroleum products (28) 

Cement (34) 

Iron and steel (36) 

Non-ferrous metals (37) 

Electricity (47) 

3) Baste and Intermediate Goods 
Coal and lignite (11) 

Iron ore (13) 

Non-metallic minor minerals (15) 
Synthetic fibres and resin (32) 

Other chemicals (33) 

Cement (34) 

Other non-metallic mineral products (35) 
iron and steel (36) 

Non-ferrous metals (37) 

4) Engineering Industries 
Non-electrical machinery (38) 

Electrical machinery (39) 

Rail equipments (40) 

Motor vehicles (41) 

Other transport equipment (42) 
Communication and electronic 
equipment (43) 

Other manufacturing (44) 

5) Other Consumption Goods (other than 
those covered by simulations 1-4) 

Sugar (16) 

Wood based industries (23) 

Paper and paper based industries (24) 
Leather and leather products (25) 
Rubber products (26) 

We run the above 5 simulations for both 
MODVAT and non-MODVAT cases. For 
each of these two cases we have two sub 
cases, namely, the case when wages are not 
indexed and the case when they are We com¬ 
pute the changes in the general level of 
prices, revenue and the progressivity of the 
indirect taxes. In the next subsection we pre¬ 
sent the results. ■ 

results 

For both pre- and post-MODVAT regimes, 
Ihble 10 presents the results of the simula¬ 
tions in the form of a 10 per cent increase 
in various combinations of excise duties. 
These resulu consist of changes in govern¬ 
ment revenue from the same vectors of out¬ 
puts and imports (see equation (4.11) and 

* Figures in parentheses indicate the serial 
number of the sector in TN classification. 
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also changes in wholesale price index in tvra 
cases when wages are indexed to prices and 
when they are not. 

Notice the tremendous difference in price 
changes between the two cases of wage in¬ 
dexation and no wage indexation. For in¬ 
stance, a comparison of either columns (2) 
and (4) (after MODVAT) or (3) and (5) 
(before MODVAT) for the first row .shows 
that a 10 per cent increase in excise duties 
in all non-MODVAT sectors leads to a 
change in WPl in the presence of wage in¬ 
dexation which is almost 3 times ihat in the 
absence of it. In other words, the change of 
1.54 per cent in WPl in column (2) is only 
about 34 per cent of the change of 4.47 per 
cent in column (4). Note that a 10 per cent 
increase in nominal excise duty on all 
‘engineering industries' or ‘othet consumer 
goods’ leads to a reduction in the general 
level of prices. Ihis can be explained by 
noting from (2.12) that 

fdf ^ jme- ^ 

-I- t'" A"') diagTi 1 (I-A*') ' 

If, with the increase in taxes, producer 
burdens go up by more than the coi respon¬ 
ding consumer burdens then the total effec¬ 
tive taxes will go down leading to a reduc¬ 
tion in consumer prices 

Since government revenues (see column (6) 
of 111616 10) are calculated for given levels 
of outputs and imports, they do not change 
with wage inde.xation. Since introduction of 
MODVAT is revenue neutral, the revenue 
docs not change even between .MODVAT and 
no-MODVAT situations. From Table 10 it 
can be observed that a 10 per cent'hike in 
excise duties on all non-MODVAT sectors 
would generate the maximum revenue of 
about Rs 450 crore among all simulations; 
considered. However, this would also lead 
to a price rise of 4.47 per cent under 
MODVAT. 

If the government's objectives include 
maximisation of gain in revenue and mini¬ 
misation of price rise, clearly it is better to 
raise taxes on non-MODVAT sectors rather 
than on administered price sectors. Also, tax 
increases on basic and intermediate goods 
sectors are clearly ruled out based on the 
twin objectives. Among all the simulations 
considered it is then the best to raise indirect 
tax revenue by increasing the excise duties 
on engineering industries which include 
machinery and equipment of various types, 
motor vehicles and communications. 

The effects of changing certain tax rates 
on the overall progressivity of the indirect 
tax system is observed through our simula¬ 
tions. The results are quoted in Ihble 11. We 
can see that a 10 per cent increase in the 
excise tax rates on ‘non-MODVAT sectors’ 
(simulation I) leads to a reduction in the 
OPl. The same is true of a 10 per cent in- 
ctease in the excise tax rates on ‘administered 
price sectors’ (simulation 2) and on ‘other 
consumption goods’ (simulation S). How¬ 
ever, a 10 per cent increase in the tax rates 
on ‘basic and intermediate goods’ (simula¬ 
tion 3) leads to an increase in the OPI but 
a similar increase in the tax rates .on 
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Ibdciy^ 
investment opporhmity- 
ABS polymers 


Bhonsqli engineeri ng Potymers ltd. 

In l» clml cat co H qboroWon wWh tumitomo ol Jcyon 
And f ncBtet Wn g support of NOOL 



.The Hungry Market 


fAT 

, _The growing demand for ABS 
W polymers far exceeds the country’s 
^present production and the market 
IS hungry for a wider range of 
grades than are being made with 
indigenous technology 

Superior Technology from 
World Giant Sumitomo 

India wilt now get state of the art 
ABS polymer technology with BEPL s 
technical collaboration with 
Sumitomo of Japan world leader in 
this field Sumitomos enormous 
technological resources give BEPL 
more cost effective processes 
superior grades and a strong 
competitive edge 

Pint Time In India 

For the first time in India the 
complete range of 
international grades of 
ABS polymers can now be made 
available for a growing range of 
applications from refrigerator liners 
kitchen mixers tons hand dryers 
computer cabinets telephone 
instruments TV cabinets ond 
cameras to luggage and 
outomobile components 


With Bhansali Engineering Polymers 
Ltd (BEPL) on the scene high-growth 
industries like automobile 
electronics and 

telecommuriications can avail of 
ABS polymers for a rapidly 
multiplying number of uses 

The Solid Marketing Support 
oTNOCIl 

BEPL proposes to market its ABS 
polymers through NOCIL a leader 
in petrochemicals NOCIL s 
marketing and distribution strengths 
will be a big advantage to 
this project 

With excellent technology solid 
marketing strengths and 
expanding market demand BEPLs 
ABS polymer plant has every 
ingredient thats needed for 
big time success and profitability 

Bm. Ttw Seed of a Succsnlul 
Pro)*cl 

BEPL Is setting up a plant to 
manufacture 6,000 tonnes per 
annum of ABS Polymers at o 
strategic location in the power rich 
state of Madhya Pradesh The plant 
IS skated to corrmerice production 
by erd 1989 


To meet a port of the cost 
of Its Rs 25:25 crore project 
the Company is offering 
36,00,000 equity shares 
of Rs 10/ each tor cash of 
par 


Issue Opens On: 
2nd May, 1989 
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^engineering industries' (simulation 4) leads 
to a negligible change in the OPl. All the 
above results hold good even with the 
MODVAT scheme. However, in this case the 
relative changes in the OPls are milder than 
before. 

V 

Summary and Concluding 
Remarks 

We find that on the whole the indirect tax 
reform introduced in India in March 1986 
in the form of a 'modified value added tax' 
(MODVAT) is beneficial for consumers since 
it reduces the incidence or burden of indirect 
taxation. However, the reform being revenue 
neutral to the government, it also leads to 
a reduction in the per unit profits of the pro¬ 
ducers implying thereby that the final tax 
burden is borne not only by the consumers 
but also by the producers! This happens 
despite the fact that there is a 1(X) per cent 
shifting ol excise duty on the output of each 
producer to the consumers. This partly 
explains the apparently low level (5.65 per 
cent) of the overall consumer (excise) tax 
burden as a percentage of total consumer ex- 
^ penditure as compared to the observed figure 
of 8.64 per cent obtained from the ratio of 
exci.se revenue to total private final consump¬ 
tion expenditure for 1984-85. However, 
another important reason for the difference 
is that we have not included taxes which arise 
through capital goods.* This is beyond the 
scope of this paper since, even with the 
assumption of a .steady state, we would re¬ 
quire a ‘fully articulated dynamic model' |see 
Ahmad and Stern (1987)] to capture the ef¬ 
fects of taxes on capital goods today on 
prices in all future periods. By taking into 
account the import duties paid on goods for 
final consumption we are also able to get an 
import duty burden ol as high as 2.58 per 
cent of consumer expenditure as compared 
to the actual customs dutv collection of the 
order of 4.82 per cent of total private final 
consumption expenditure in 1984-85. Com- 
paie these figures with the import duty 
burdens of 1.43 per cent and 0.99 per cent 
obtained respectively by Chelliah-Lall (for 
1973-74) and Ahmad-Stern (for 1979-80). 

With the advent of MODVAT consumers 
face lower effective tax rates. Also, the 
nominal excise duties are very close to effec¬ 
tive duties (they are not exactly equal since 
certain ‘special’ items are left out of the 
scheme) as was expected. This helps in for¬ 
ming a correct idea of the actual taxes being 
paid by a particular sector. However, at least 
for the sector, ‘other food and beverage in¬ 
dustries’ (18) the results should be taken with 
a caveat since we have covered it under non- 
MODVAT sectors although only about 21 
per cent of its output is formed by an item 
(tobacco) which is not covered by MODVAT. 
Due to their special characteristics it would 
be preferable to study tobacco and alcoholic 
products as separate items. However, due to 
tack of appropriate data it is out of the scope 
of this paper. A similar problem arises with 

AsKHtomfe and Bilitical Wtekly April 15, 


respect to the textiles produced in the 
handloom sector which is exempt from 
excise duty. Nevertheless, the fact that small- 
scale industries pay concessional rates of 
cxci.se duty is taken care of in our paper 
since, according to the Economic Survey 
(1986-87),' “a major concession was provid¬ 
ed under MODVAT, according to which the 
proforma credit available on inputs purchas¬ 
ed from small-scale units would be calcula¬ 
te!^ on the basis of normal duty rates, even 
when the small units would have paid only 
concessional duty”. 

Using an index of progressivity we find 
that indirect taxes (excise and customs) on 
most of tnc commodity groups are cither 
progressive or proportional. (.Inly taxes on 
cereals arc found to be regressive. 

Working through some simulatioti.s, we 
also find that to satisfy the twin objectives 
of minimising price rise and maximising 
gains in public revenue the best way to 
mobilise resources through indirect taxation 
is to increase taxes on engineering industries 
which include, inter alia, machinery and 
equipment of all types and motor vehicles. 
In particular, we find that increasing the 
cxcisc duties on all engineering industries hy 
10 per cent leads to a revenue generation of 
Rs 178 crore and a reduction in the wholesale 
price index (WPl) of about 0.5 per cent. In 
other words, to raise a revenue ol Rs KX) 
crore we would need to increase these taxes 
by 5.6 per cent each leading to a reduction 
of-26 per cent in WPI. (This, as we have 
noticed before, is brought about because of 
a reduction in the profits of producers who 
also share a part of the tax burden.) I dims 
out, as a consequence, that administered 
prices are niU particularly attraettve to 
mobilise resources as compared to taxing 
more heavily the engineering industries and 
the iion-MODVA'l sectors, for example. 

Through a separate set of simulations wc 
find that the changes in the overall pro¬ 
gressivity index of indirect taxes due to a lU 
per cent increase in excise duty in various 
combinations of sectors are. milder with 
MODVAT than without it. 

As mentioned in the text one should note 
that the results obtained here crucially 
depend on the data used for the distribution 
of consumption expienditure (for example, 
the limitations of the NSS data as discussed 
in section 111 have to be kept in mind). The 
level of disaggregation of commodity groups 
also has serious implications for the calcula¬ 
tion of tax burdens [see Jha and Srinivasan 
(1988) for an elaborate discus.sion on this 
issue]. The highei the level of disaggregation 
the better will be the results obtained [for 
example, Kakwani (1986) has studied the 
progressivity of sales tax on 350 different 
commodity groups using Australian data]. 
For our purposes, even if we manage to 
obtain the consumption distribution data at 
a much higher level of disaggregation of 
commodity groups the size of the input- 
output coefficients matrix (which is 50 x 50 
in our case) acts as a constraint. 
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Appendix 1 

Cau i ii ATioN OF Production, Imports 
AND Tax Cot 1 FCTIONS 
Production 

The data on the value of production 
relates to the Seventh Plan (TN) input- 
output transactions matrix. 

Lu'iie Tax Collections 

To obtain total duty collection, the excise 
classification is suitably matched with the 
TN classification with the help of Planning 
Commission classification of the economy 
into 115 sectors for 1973-74 [see Input- 
Output Transactions 1973-74, Central 
Statistical Organisation, September 1981]. In 
cases where a particular excise item was 
covered by two or more items of TN 
classification, the detailed data available in 
the Statistical Year Book was used to allocate 
the revenue trom the excise commodity to 
various heads in the TN table. 

Imports 

The data regarding value of imports is 
taken from the Monthly Statistics of Foreign 
Irade in India. March 1985, brought out by 
the Directorate General of Commercial 
Intelligence and Siairstics, Calcutta. The 
customs classification is then matched with 
theTN cla.^sification to get the value of im¬ 
ports tor our 50 sectors. 

Import Tax Collections 

I he data for this item is taken from the 
lanll-headwLse revenue figures available with 
■he DSl. Ceniral Excise and Customs. Total 
revenue from baggage items excluding those 
under customs tariff no 100-02(1) and 
100-03( I) amounting to Rs 313.933 crore (im¬ 
port duty) and Rs 9.901 crore (additional 
duty) IS individually allocated to different 
items as under: 

(i) ‘>(1 per cent to TN sector 43 (Communica¬ 
tion and Electronic Equipment) 

(ii) The remaining 50 per cent is allocated 
to T N's items 18 to 27, 39 and 44 in propor¬ 
tion to respective revenue collections as 


follows: 


(Rs crore) 

Six lot 

Customs 

CV 


Duly 

Duly 

IS Oihci lood and bev 
induslric'. 

30 167 

0.033 

19 ( oiloii textiles 

0.123 

0.002 

20 Alt silk 1 syntli 
fibre icxiiles 

0.479 

0.056 

21 Vkbollen textiles 

4.831 

0.009 

22 Olher lexlilcs 

4.427 

0.193 

2.1 Wood based 
industries 

0.476 

0.015 

24 Paper and paper 
based industries 

13.669 

0.462 

23 Leather and leather 
products 

0.075 

0.002 

26 Rubber pioducts 

6.1?7 

0.387 

27 I’lasiics 

1.816 

0.102 

39 Electrical machinery 

48.619 

1.758 

43 Communi and elec¬ 
tronic equipment 

156.967 

4.951 

44 Other manufacturing 

46 146 

1.922 

Total 

313.932 

9.892 
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Appendix 2' 

THt 26 -Secior Classification 


S Sector 

No 


1 Cereals 

2 Milk and milk products 

3 Edible oils 

4 Meat, fish and eggs, animal 
husbandry 

i Sugar and gur 

6 Other food (and tobacco) 

7 Clotning 

8 Fuel and light 

9 Miscellaneous consumer goods 

10 Miscellaneous services 

11 Plantations, raw jute and cotton 

12 iron onr 

13 Other minerals 

14 Paper and paper products 

13 Plastics and synthetic rubber 

16 Heavy chemicals, man-made fibres and 
other chemicals 

17 Chemicals, fertilisers and insecticides, 
etc 

18 lion and steel 

19 Non-ferrous metals 

20 Petroleum and natural gas 

21 Cias, electricity and water supply 

22 Construction materials 

23 Construction 

24 Railways, transport and 
communication 

25 Trade, storage and warehousing 

26 Miscellaneous investment goods 


Soune: Drere [1983]. 

1 INK B[ 1 wtFN TNn so SEtrroR and Dreze-i 26 
Se< ior Classifications 


TN Dre« TN Dieze 


1 


26 

9 

2 

1 

27 

15 

3 

1 

28 

8 

4 

6 

29 

8 

5 

II 

30 

17 

6 

6 

31 

17 

7 

6 

32 

16 

8 

4 

33 

16 

9 

8 

34 

22 

10 

4 

35 

22 

II 

8 

36 

18 

12 

20 

37 

19 

13 

12 

38 

26 

14 

13 

39 

26 

15 

13 

40 

26 

16 

5 

41 

6 

17 

5 

42 

26 

18 

6 

43 

26 

19 

1 

44 

9 

20 

7 

45 

24 

21 

7 

46 

24 

22 

7 

47 

21 

23 

22 

48 

23 

24 

14 

49 

24 

25 

9 

50 

10 


Appendix 3 

break up of value added per rupee of Oirmn- (I9I4-83) 


Sector 

(1) 

Value Added 

Per Rupee 
of Output (y) 

(2) 

Profit Per 
Rupee of 
Output (n) 

(3) 

Personal Income 
Per Rupee of 
Output (w) 

(4) 

1 Paddy 

0.7140 

0.0000 

0.7140 

2 Wheat 

0.6050 

0.0000 

0.6050 

3 Other cereals 

0.7237 

0.0000 

0.7237 

4 Pulses 

0.7769 

0.0016 

0.7753 

5 Fibre crops 

0.7647 

0.0054 

0.7593 

6 lea + coffee 

0.7463 

0.0015 

0.7448 

7 Other crops 

0.8933 

0.0018 

0.8915 

8 Animal husbandry 

0.4188 

0.0000 

0.4188 

9 Foreslry/togging 

0.9000 

0.1990 

0.7010 

10 Fishing 

0.9243 

0.0000 

0.9243 

11 Coal and lignite 

0.7970 

0.1762 

0.6208 

12 Crude, petrol/natural gas 

0.9091 

0.2719 

0.6372 

13 Iron ore 

08113 

0.0819 

0.7294 

14 Other melal 

0.8376 

0.1122 

0.7254 

IS Non-metal 

0.8930 

0.1197 

0.7733 

16 Sugar 

0.1735 

0.0033 

0.1702 

17 Khandsari 

0.2521 

0.0048 

0.7473 

18 Other food 

0.1596 

0.0003 

0.1593 

19 Cotton textiles 

0.3459 

0.0117 

0.3342 

20 Art silk/synthelic fibre textiles 

0.0985 

0.0033 

0.0952 

21 Woollen texiiles 

0.1160 

0.00.39 

0.1121 

22 Other textiles 

0.4664 

0.0157 

0.4507 

23 Wood based industries 

0.2408 

0.0212 

0.21% 

24 Paper/paper products 

0.1418 

0.0231 

0.1187 

25 Lealher/leaiher products 

0.2862 

0.0470 

0.2392 

26 Rubber products 

0.1904 

0.0313 

0.1591 

27 Plastics 

0.1417 

0.0274 

0.1143 

28 Petroleum products 

0.1572 

0.0348 

0.1224 

29 Coal tar pioducis 

0.1456 

0.0322 

0.1134 

30 Fbrlilisers 

0.1775 

0.0696 

0.1079 

31 Pesticides 

0.1479 

0.0580 

0.0899 

32 Synthetic fibres -t resin 

0.1774 

0.0423 

0.1351 

33 Other chemicals 

0.1584 

0.0377 

0.1207 

34 Cemeni 

0.2022 

0.0178 

0.1844 

3S Other non-melal products 

0.2519 

0.0222 

0.2297 

36 Iron and steel 

0.1665 

0.0102 

0.1563 

37 Non-ferrous metals 

0.II67 

0.0311 

0.0856 

38 Non-electric machinetv 

0.2479 

0.0380 

0.2099 

39 Electrical machinery 

0.2268 

0.0348 

0.1920 

40 Rail equipment 

0.2070 

0.0318 

0.1752 

41 Motor vehicles 

0.1517 

0.0249 

0.1268 

42 Other tianipori cquipmeni 

0.1655 

0.0254 

0.1401 

43 Communi s electronic equipmeni 

0.2717 

0.0417 

0.2300 

44 Other manufacturing 

0.4136 

0.0679 

0.3457 

45 Rail transport services 

0.4730 

0.0761 

0.3969 

46 Other transport services 

0.5937 

0.0955 

0.4982 

47 Electricity 

0.4818 

0.2327 

0.2491 

48 Construction 

0.35% 

0.0051 

0.3545 

49 Communication 

0.8769 

0.1410 

0.7359 

50 Other services 

0.6926 

0.0173 

0.6753 


Appendix 4 

BREAK Up of the i9 Broad Groups of Items in NSS into the SO Groups of TN 


TN Sector 

_iLl_ 

NSS Sector 
(2) 

Fraction of NSS Going to TN 
(3) 

J Paddy 

Tout! cereals (1) 

Cereal substitutes (3) 

0.50 

0.50 

2 Wheat 

Tbuil cereals (1) 

Cereal subatitutes (3) 

0.30 

0.30 

3 Other 

Ibial cereals (1) 

0.20 

cereals 

Cereal substiiutes (3) 

0.20 

4 Pulses 

Gram (2) 

Pulses (4) 

1.00 

1.00 

5 Fibre crops 



6 Tea and Coffee 

_ 


7 Other crops 

Vegeuble (8) 

Fruits and nuts (9) 

1.00 

1.00 

B Animal husbandary 



9 Fbieslry/logging 

— 


10 Fishing 

— 

... 

II Coal and Lignaie 



12 Crude petrol/ Naural gas 

— 

— 

13 Iron ore 

— 

— 

14 Other men 

— 


15 Non meui + Minor min 

— 


16 Sugar 

Sugar (10) 

1.00 

17 Khandsan tboora 

— 

— 
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Appendix 4: 

BREAK Up of the 19 Broad GRotfPs of Items in NSS into the 50 Groups of TN 


TN Sector 

(II 

NSS Sector 

<2) 

Fraction of NSS 

Going to TN 
(3) 

18 Other Food and 



beverage industry 

Milk and milk products (S) 

I.OO 


l-diblc oils (6) 

1.00 


Meat, eggs and fish (7| 

1.00 


Sail (II) 

1.00 


Spices (12) 

1.00 


Beverages and refreshmenis (13) 

).00 


Pan, tobacco and intoxicants (14) 

1.00 

19 Cotton textiles 

20 Art silk/svnth. 

Clothing (16) 

0.64 (rural) 

0.38(urban) 

fib, tex 

Clothing (16) 

0.08 (rural) 

(urban) 

21 Woollen textiles 

Clothing (16) 

0.02 (rual) 

0.05 (urban) 

22 Other textiles 

Clothing (16) 

0.26 (rural) 

0.40 (urban) 

23 Wood based in 

Durable goods (19) 

0.18 

industries 

Durable goods (19) 

0.18 

24 Paper/paper products 


— 

25 Lealher/leather products 

Footwear (17) 

0.90 

26 TRubber products 

Footwear (17) 

0.10 

27 Plastics 

- 

— 

28 Petroleum products 

Fuel and light (IS) 

0.70 

29 Coal tar products 

_ 

_ 

30 Fertilisers 

— 

_ 

31 ftsiicides 



32 Synth fibres + resin 

— 


33 Other chemicals 

_ 

_ 

34 Cement 


— 

35 Other non-mei prod 

— 

_ 

36 Iron and steel 

- 


37 Non-ferrous metals 


... 

38 Non-elct,machinery 

— 

_ 

39 Electrical machinery 

Durable goods (16) 

0.18 

40 Rail equipment 

- 

— 

41 Motor vehicles 

Misc goods and serviccs(18) 

0.01 

42 Other transport 

Durable goods (19) 

010 

equipment 

43 Commun/electnc 



equipment 

— 


44 Other manufactruing 

Misc goods and servics(lK) 

0.02 


Durable goodii (19) 

0 36 

45 Rail transport services 

46 Other transport 

Misc goods and services(1R) 

0.02 

services 

Misc goods and services(18) 

0.09 

47 Electricity 

Fuel and light (IS) 

0.20 

48 Construction 

— 

— 

49 Communication 

Misc goods and services(l8) 

0.01 

50 Other services 

Fuel and light (15) 

0.10 


Misc goods and services (18) 

0.85 


’ The break up of the NSS sectors into TN sectors is based on a fairly detailed classification 
of NSS sectors for 1977-78 as presented in Joshi et at [1987]. The same classification of con¬ 
sumption is assumed to hold good for all consumer classes. There is, however, an exception, 
clothing, for which the decomposition is obtained using Consumer Purchases of Textiles 
[Government of India, (1979)]. 


Table B: Consumer Purchases of Textiles per Housfhold Duhinc 1979 (Rs) 


Area 

Cotton Text 

Art Silk 

Woollen Text 

Other Text 

Total 



and Synth 
Fib Textiles 




Urban 

565.84 

255.77 

74.53 

602.98 

1499.12 

Rural 

427.17 

51.90 

16.88 

176.22 

672.17 


For the decomposition of ‘footwear' industry it is assumed that 10 per cent of footwear pur¬ 
chased are products of rubber industry and the rest are leather products. Consumptions of ‘durable 
goods' and ‘miscellaneous goods and services' are divided among .several TN sectors according 
to their approximate distributions obtained from Joshi et al [1987]. 


Table C: Percentagf Distribution of Purchases 


Area 

Cotton Text 

Art Silk and 
Synth Fib 

Woollen Text 

Other Text 

Total 

Urban 

0.38 

0.17 

0.05 

0.40 

1.00 

Rural 

0.64 

0.08 

0.02 

0.26 

1.00 


Notes 

[We are grateful to R C Gupta and Bandana 
Srivastav for helping in collecting and compil¬ 
ing I he basic data for the model. Our thanks 
are due to'D N Kanjilal for helping with the 
computer work. We have benefited from the 
suggestions of A Bagchi, A Das-Gupta and 
S Mundie. An earlier version of this paper was 
presented at a seminar at the Nation^ Institute 
of Public Finance and Policy, New Delhi, in 
March 1988. We have benefit^ from the com¬ 
ments of several participants at the seminar and 
we would especially like to acknowledge the 
comments of S Acharya, Shyam Nath and V B 
Tulasidhar. Wc are also indebted to K Parikh 
for several inspiring discussions. We must also 
acknowledge the facilities provided by the 
Indira Gandhi Institute of Development 
Research. Bombay to carry out the final phase 
ol this research work. We, however, are 
solely responsible for errors and omi.s.sions, 
it any.] 

1 Ideally, even with the steady state assump¬ 
tion, wc should take into account the capital 
stocks required in production by replacing 
A" by (A^ rB'‘),,and A'" by (A"* + rB”) 
where B"* and S'" are respectively the 
matrices of stocks of domestic and imported 
capital goods for domestic production and 
r is the real rate of interest. However, for lack 
of requisite data we do not undertake this 
analysis here. For the calculation of effective 
tax rales with the above assumption for 
Pakistan see Ahmad and Stern [1986]. 

2 Sec section III lor the actual burdens carried. 

3 See Table 9 for the computed profits. 

4 Vk assume here that the .tllowing imported 
items are consumed only in urban areas: ^ 
silk and synthetic fibre textiles' (20), 'Woollen 
textiles’ (21), 'rubber products’ (26), 'electrical 
machinery' (39), 'motor vehicles’ (41) and 
'other manufacturing’ (44). 

5 A unit of output is defined as Re I worth 
of output at base level, i e, the unit as defined 
in 1-0 table for 1984-85. 

6 For a study involving taxation of capital 
goods for Pakistan see Ahmad and Stern 
[1986]. 

7 See Government of India [1987], 
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PROGRESS IN POWER SECTOR 

; In Plenty 

POWER : For Progress 

: For Prosperity 


POWER MOVES THE WHEELS OF GROWTH 



March 

A4arch 

% Increase 


1974 

1987 


Installed Capacity (MW) 

668 

3,595 

438 

Demand (MW) 

652 

2,665 

309 

Villages Electrified (Nos) 

10,262 

24,690 

141 

Agricultuiai Connections (Nos) 

2,61,989 

8,28,342 

216 

Industrial Connections (Nos) 

29,600 

94,960 

221 

Consumers (In Lakhs) 

14 

45 68 

226 

Ber Capita Consumption (KWH) 

60 

200 

233 


By 1990 the installed capacity would be about 4,819 MW through ongoing projects and including the share of 616 MW from the central 


sector projects to meet an anticipated demand of 3,598 MW 
Power for bountiful food production 

Rapid economic growth in inoustrial sector 
Bunging light into the lives of weaker sections 

In ttic service of 
Incentives for new indiisines 


Through 8.28 lakh pumpsets in 24,690 villages and 12,801 
hamlets 

Through 94,960 industrial connections 

Through "One Bulb For One House" 

Scheme in 60,690 houses Harijanwada electrification in all 
electrified villages and 3,437 tribal villages. 

46 lakh consumets. 

a) 25% rebate for certain categories of new industries for a 
period of 3 years from the date of production. 

b) Exemption from payment of service line charges for 
small scale sector extended upto 31-3'1988. 
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Poverty Measures as an Index of Backwardness 
and Their Relevance for Tax Devolution 

Amaresh Bagchi 
Uma Datta Roy Gioudhury 

The use of poverty as a criterion in the tax devoiution formula proposed by the Ninth Finance Commission in 
its First Import has come in for widespread criticism—moK so the particular measure of poverty adopted by the 
commission. This paper argues that in looking for criteria for tax devolution, the Finance Commission should go 
mainly by factors which effect the revenue capacity of the states and that factors like the proportion of poor people 
should effect the state governments’ expenditure liability and should figure only in assessing the revenue gaps ttfter 
taking account of the revenue position. 


ir!j its First Report, the Ninth Finance Com¬ 
mission has modified the formula for tax 
devolution adopted by its predecessor to 
1 bring back ‘poverty’ as a criterion for 
deciding the inter se distribution of the 
shareable proceeds of income tax and union 
excise duties among the states. One-eighth 
of the shareable proceeds of these two taxes 
has been distributed by the commission “on 
the basis of proportion of poor people in 
the state to the total number of poor people 
according to the estimates for 1983-84 made 
by the Planning Commission”. The use of 
poverty, and more so this particular measure 
for poverty, as a criterion in the tax devoiu¬ 
tion formula has come in for widespread 
criticism as it has resulted in several states 
having above average level of per capita SDP 
gaining substantially at the cost of those 
who happen to be below the average [Bagchi 
A (1989) and Arun T K (1989)]. 

The argument advanced by the NFC in 
support of the poverty measure as a criterion 
for tax devolution is that exclusive use of 
“per capita income in addition to popula¬ 
tion does not adequately capture or reflect 
the state of well being or otherwise among 
the m^ority of the population of the states” 
and “the use of some supplementary norms 
might enable us to capture other relevant 
factors and thus achieve greater equity inter 
se in the allocation of shared taxes”. As it 
was not possible to work out an appropriate 
supplementary indicator of backwardness 
within the short time available for the 
preparation of the flrst report, the commis¬ 
sion decided to use the number of people 
below the poverty line as an additional 
criterion in the tax devolution formula, 
especially as it was being used by the central 
governmem for poverty alleviation program¬ 
mes. The commission, however, left it open 
for further consideration “what would be 
the most appropriate supplemenury indi¬ 
cator that subserve the stated objective^. 
Apparently, the commission is also anxious 
to know what are the factors that should be 
taken into account for this purpose and how 
to combine them to obtain a composite 
index. The commission is also in search of 
ways in which a more reliable estimate of 
people below the poverty line can be (Mved. 


While this is not the first time that poverty 
has been used as a criterion for deciding lax 
devolution, the justification for its use is not 
as obvious as the NFC seems to presume. 
Before investigating what would be appro¬ 
priate criteria for deciding the allocation of 
shareable taxes among the states, it is 
necessary to be clear about the objectives of 
devoiution. It is necessary also to recognise 
that too many objectives cannot be achieved 
with one instrument and that in attempting 
to achieve too many things at the same time 
with limited number of policy instruments, 
one may end up by achieving little on any 
front, as the efficacy of one cancel out that 
of another. The principal objective under¬ 
lying devolution in a federation it needs 
reiterating, is to equalise or at least substan¬ 
tially reduce the sharp disparities which 
mark the levels of basic public services in 
the constituent units or states. Now, the 
disparities may arise partly as a result ot 
deficiencies in the revenue raising capacity 
of the poorer states and may also be due to 
variations in the costs of providing public 
services. The task of a Finance Commission, 
it is fair to say, consists essentially of 
assessing the revenue deficiency and cost 
disabilities of the states on a comparable 
footing and that requires investigating what 
are the determinants of the revenue raising 
capacity on the one hand and what affects 
thdr capacity to provide basic public services 
from the cost side on the other. 

Tkking the revenue capacity question first, 
the NFC may be right in expressing doubt 
about the suitability of relying on per capita 
SDP as a sole measure of revenue capacity 


of a state It is well known that several other 
factors like the structure of the economy, 
inward and outward flow of funds, degree 
of monetisation, urbanisation, etc, affect the 
revenue capacity of a state. ‘Poverty’ of the 
people also may come in to the extent it 
affects the distribution of income and 
thereby the revenue capacity of a state but 
not in the way the NFC seems to have 
presumed. Other things being equal, bet¬ 
ween two states, the one having a higher 
degree of poverty (proportion of people 
below the poverty line) would presumably 
have greater inequality and, therefore, the 
higher will be the taxable capacity of its 
people in the upper brackets of income and 
consumption. In other words, poverty may 
affect revenue capacity in a direction 
opposite to what the NFC seems to have 
thought. If at all, it is the proportion of 
people in the upper income groups which 
should be considered as a factor influencing 
taxable capacity and not the other way 
round. The argument that the scope for 
taxing the rich is pre-empted by the centre 
through the taxes on income and wealth is 
not very convincing as it is well known that 
the share of these taxes in the total tax 
revenue of the government in the country is 
small and that some of the major indirect 
taxes such as sales tax are leviable by the 
states and these taxes too can be used to tax 
the upper classes more heavily than others. 

A relatively large proportion ot the poor 
in the population may however affect the 
fiscal capacity of a state on the expenditure 
side by casting a larger liability to take care 
of the poor. Of course, one may point out 


Tabi r 1; Esi imaild Corrh.aiion Mairix oi Per Capita SDP, Consumer Expenditure, 
EnirciV CoNSi'Mi'iiON, Life Expectancy, Literacy Raiio, PFRcrNTACEOF Population 
Above Poverty Line or the States 



LIFE 

LIT 

PCE 

PCSDP 

PCCE 

Per cent APL 

LIFE 

I.OtKK) 

0.7495 

0.4395 

0.5870 

0.8228 

0.6482 

LIT 

0.7495 

1.0000 

0.2821 

0.2654 

0.4020 

0.3156 

PCE 

0.4395 

0.2821 

1.0000 

0.8774 

0.6943 

0.6376 

PCSDP 

0.5870 

0.2654 

0.8774 

1.0000 

0.8326 

0.7819 

PCCE 

0.8228 

0.4020 

0.6943 

0.8326 

I 0000 

0.8607 

Per cent 
APL 

0.6482 

0.3156 

0.6376 

0.7819 

0.8607 

1.0000 


Notations: LIFE: Life Expecuincy, LIT; Literacy Ratios, PCE: Per capita energy consumption, 
PCSDP: Per capita SDP, PCCE: Per capita consumer expenditure. Per cent 
APL; 'Percentage of population above poverty line. 
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that the mponsibility for poverty alleviation 
is undertaken partly by the centre through 
specific programmes like flREP and so on. 

..Nevertheless, it cannot be denied that the 
states too have some responsibility in this 
regard. But the point to note is that in 
assessing the impact of poverty on the Tiscal 
need.s of a state one has to look at the expen¬ 
diture side of the budget rather than on its 
revenue capacity as the NFC .scem.s to have 
done. 

II 

As for poverty as an indicator of 
backwardness (taking backwa'rdness to be a 
relevant factoi foi judging revenue defi¬ 
ciency), the inririnities of the existing poverty 
measures aie well known. Some of the 
glaiing deficiencies aie however highlighted 
in the Appendix to emphasise the limitation 
of the measure itself even if one ignores the 
question of its relevance for tax devolution. 

The FCs no doubt are aware of the need- 
to a.ssess the fiscal gaps of the states by look¬ 
ing separately at the revenue capacity and 
expenditure needs of the states. The NFC in 
particular is seeking to evolve some scien¬ 
tific norms for assessing the gaps objectively. 
Unfortunately all this exercise is meant only 
for a small fraction of the total devolution 
(the revenue gap grants consisting of hardly 
10 per cent) and the rest is distributed 
through tax devolution. The process of 
devolution loses its redistributive edge 
mainly because of this factor and hence, 
presumably, the anxiety to evolve some 
acceptable formula for tax devolution. It i.s, 
however, difficult to see how poverty 
criterion can be brought in as a measure 
affecting revenue capacity. The NFC .seems 
to have gone on to pick on poverty on the 
consideration that SDP per capita is not the 
sole measure of 'well being’ and that an 
additional criterion of backwardness is 
needed. Apparently the NFC was looking 
for a supplementary measure to judge the 
relative revenue capacity of the states to 
derive an equitable tax devolution formula. 
If this presumption is correct, as indicated 
above, backwardness would be relevant only 
insofar as it affects revenue capacity and fur 
that ‘poverty’ does not seem to be useful. 
(In atiy case it is difficult to see how the pro¬ 
portion of poor people in a state in the total 
population of poor people can affect the 
revenue capacity as the NFC seems to have 
assumed.) 

Factors which could perhaps be regarded 
as reflecting backwardness insofar as it has 
a bearing on revenue capacity, apart from 
SDP per capita, are consumer expenditure, 
degree of inequality, and per capita con¬ 
sumption of energy. Rates of literacy, life 
expectancy, road mileage per unit area, 
hospital beds per unit of population and so 
on also reflect backwardness but how they 
can be related to revenue capacity deficiency 
is not obvious. Simple correlation tests show 
that the lelationship between some of these 
factors and per capita SDP is not all that 


close and therefore per capita StMP pity not 
be the best measure of backwardness (vide 
Table I; the data on the indicators are given 
in Ihble 2). The choice Ihetefoie lies in 
adopting an altogether different single indi¬ 
cator of backwardness to assess revenue 
capacity or to have a composite index. This 
is a matter which ultimately calls for a value 
judgment. It will be seen that the per capita 


Uieiacy laiie haaa ftiriy ii^corrttifSbdtisi^ 
per capita consumer expendituR (PCC^ 
and energy Consumption per capita (PCE) 
but not with literacy or life expectancy. 
Obviously, SDP per capita (PCSDP>does 
not reflect the relative position with regard 
to literacy or life expecuncy. But then, how 
does one choose an indicator which best 
reflects taxable capacity? A state or country 


Txbi n 2: Indicmors of Backwarunfss 



LIFEXP 

LIT 

PC 

ENRGY 

PCSDP 

PCCE 

POVRT 

POP71 

Per cent 
APL 

Andhra 

Pradesh 

53.10 

21.31 

76.54 

2062 

1517.69 

0.0757 

435.03 

63.70 

Assam 

51.10 

30.09 

60.03 

1903 

1428.18 

0.0184 

146.25 

76.75 

Bihar 

46.50 

26.20 

60.17 

1331 

1212.78 

0.1349 

563.53 

50.55 

Gujarat 

52.40 

32.28 

317.89 

2986 

1652.17 

0.0323 

266.97 

75.87 

Haryana 

54.80 

28.3,1 

198.35 

3052 

.1945.70 

0.0080 

100.37 

84.26 

Karnataka 

56.30 

28.26 

84.46 

2166 

1603.77 

0.0508 

292.99 

65.15 

Kerala 

65.50 

66.19 

111.11 

2071 

1840.46 

0.0264 

213.47 

73.16 

Maharashtra 

56.30 

35.39 

226.05 

3168 

1668.79 

0.0856 

504.12 

65.08 

MP 

49.00 

16.26 

63.87 

1731 

1339.18 

I0j094l 

416.54 

53.91 

Orissa 

49.10 

21.47 

54.68 

1775 

1284.20 

0.0436 

219.45 

57.29 

Punjab 

60.50 

34.35 

269.17 

3720 

2126.25 

0.0090 

135.51 

86.26 

Rajasthan 

51.90 

11.09 

75.36 

1818 

1633.37 

0.0466 

257.66 

65.78 

Tamil Nadu 

53.40 

35.40 

170.22 

1946 

1576.73 

0.0739 

411.99 

60.33 

UP 

46.20 

14.08 

62.60 

1508 

1343.65 

0.1958 

883.41 

54.87 

West Bengal 

52.00 

40.90 

91.59 

2184 

1486.78 

0.0831 

443.12 

60.92 

STD 

4.92 

12.% 

83.37 

660.79 

243.34 

0.05 

197.00 

10.51 

COF VAR 

0.092 

0.446 

0.651 

0.297 

0.154 

0.750 

0.559 

0.159 


Notations: LIFEXP: Life Expectation at birth (years), PCENRGY: Per capta energy consumption 
(RS.). POVRT Percentage of total all-India population below poverty line. POP71; 
Population 1971 in lakh. For rest, see note to Tkble 1. 


Source: I IFEXP: CMIE, February 1988:p 4, 7, LIT Statistical atatract, India. 1986. PC 
ENRGY: Figures supplied by central electricity authority, New Delhi; Petroleum and 
Natural Gas Statistics (relevant issues). PCSDP: NFC first report. PCCE; NSS 38th 


round. POVRT: NFC first report. POP7I: Population 1971 census. 

Taui.f 3; .Devoixjtion on the Basis of Alternative Criterion* 

(With 10 Per Cent Weightage for Collection) 


PTDDEVI 
10 Per Cent 
(E) 

PTDDEVi PTDDEVi PTDDEVi PTDDEVi 
10 Per Cent 10 Per Cent 10 Per Cent 10 Per Cent 
(LF) (LT) (NS) (S) 

ACTUAL 

NFC 

Andhra Pradesh 250.35 

215.94 

239.69 

217.24 

1§8.69 

195.09 

Assam 

331.39 

225.10 

154.40 

232.71 

218.16 

276.43 

Bihar 

315.46 

237.27 

169.66 

267.86 

318.30 

243.64 

Gujarat 

40.63 

• 236.75 

159.00 

212.88 

139.43 

158.12 

Haryana 

86.46 

227.45 

246.50 

178.47 

138.18 

136.54 

Karnataka 

224.15 

202.74 

170.65 

204.81 

188.66 

191Ji4 

Kerala 

159.22 

167.73 

46.08 

172.49 

199.50 

189.45 

Maharashtra 

44.83 

219.44 

143.52 

211.70 

130.88 

170.69 

MP 

328.17 

230.30 

321.45 

244.90 

238.21 

218.36. 

Orissa 

363.88 

231.48 

231.50 

259.57 

232.67 

232.19 

Punjab 

59.01 

206.20 

152.88 

163.76 

111.08 

135,95 

Rajasthan 

250.42 

217.'43 

500.69 

193.75 

227.25 

223,04 

Ikmil Nadu 

83.56 

2)2.21 

122.69 

205.04 

211.19 

203.73 

UP 

304.97 

243.50 

375.82 

239.73 

277.60 

231.69 

West Bengal 

202.90 

223.20 

103.26 

224.43 

186.54 

192.25 

STD 

111.92 

17.82 

112.40 

29.58 

54.29 

38.02 

COF VAR 

0.55 

0.08 

0.54 

0.14 

0.27 

0.19 


Notations: E: Energy, LF; Life Expectancy, LT Literacy Rates, NS: Nss consumption, S; SDP 
* Derived from the following formulae: 

IVi = (1/Vi)» 19171 Popln, RlVl = lVi/®SUM(lVi) Sum for i-1 to 13, PTDDEVI 
= RIVi* Total devolution/1971 population, AFTDDEVi > Actual total devolution 
statewise/i97i population. 

Notes: Vi = >^riable i = LI^XP: Life expecution at birth (years). LIT. RT Literacy rate (per 
cent). ENRGY; Per capiu energy consumption (RS). SDP: Per capita SDP (RS). NSS 
CON: Per capita consumer expenditure (RS). ACTUAL NFC: Actual NFC total 
devolution. 
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tAM,E 4: Oevchutiom with PnoraitrioN or Rk-h as CniTriiiQN* 
(Wlih 10 Per Cent Weightage for Collection) 


Per Cent APL PTDDEVi APTDDEVi PTDDEVi 10 PBrCent 



PC 

NSS 

PC 

NSS 

NFC. 

PC 

NSS 

Andhn Pradesh 6S.42 

54.45 

207.03 

191.46 

195.09 

205.67 

186.56 

Assam 

76.75 

55.19 

176.45 

188.95 

276.43 

166.92 

182.28 

Bihar 

50.85 

43.99 

266.30 

237.02 

243.64 

262.27 

226.30 

Gujarat 

75.52 

61.51 

179.33 

169.48 

158.12 

188.93 

176.83 

Haryana 

84.86 

77.81 

160.72 

134.06 

136.54 

168.51 

135.76 

Karnataka 

64.72 

51.04 

209.24 

204.32 

191.24 

210.23 

204.19 

Kerala 

73.22 

48.63 

184.96 

214.47 

189.45 

180.45 

216.71 

Madh^ 








Pradesh 

54.09 

43.89 

250.37 

237.62 

218.36 

251.14 

235.48 

Maharashtra 

64.87 

51.97 

208.77 

200.67 

170.69 

226.35 

216.41 

Orissa 

57.07 

28.32 

237.32 

368.09 

232.19 

236.87 

397.50 

Punjab 

86.26 

81.14 

157.00 

128.54 

135.95 

166.84 

131.88 

Rajasthan 

65.43 

56.14 

206.99 

185.53 

223.04 

201.00 

174.65 

Tamil Nadu 

60.38 

35.39 

224.28 

294.66 

203.73 

224.63 

311.07 

Uttar Pradesh 

54.34 

46.35 

249.21 

224.97 

231.69 ■ 

245.54 

215.76 

WWst Bengal 

60.58 

44.67 

223.55 

233.45 

192.25 

227.64 

239.81 

STD 



32.06 

57.58 

38.02 

30.60 

64.25 

COF VAR 



0.15 

0.27 

0.19 

0.15 

0.30 


Notes: • Derived from the following formulae: 

IVi = (I/Vi)* 1971 Population. 

RIVi = IVi/@SUM(IVi) Sum for i=l to IS. 

PTDDEVi = RIVi* Total devolution/1971 population. 
APTDDEVi = Actual total devolution $tatcwise/l97l population. 
Per Cent APL: Percentage of population above poverty line. 


may be backward in terms of literacy or Kfe 
expectancy but yet may have a high SDP or 
per capita consumer expenditure On 
economic reasoning the three alternatives are 
per capita SDP, consumer expenditure and 
energy consumption. It is worth noting that 
while PCSDP is highly correlated with 
PCCE and PCE, the correlation between 
PCCE and PCE is not that high. Consider¬ 
ing that energy constitutes an important, if 
not the most important single item of input 
for industry and agriculture and also pro¬ 
vides an index of modem living, perhaps it 
can be used as a supplement for SDP if not 
as a substitute for assessing relative revenue 
deficiency or potential of the states. 

Another consideration which argues for 
PCE as a criterion for assessing revenue 
capacity is that the coeffleient of variation 
in tax devolution with PCE as the criterion 
works out to be the highest among other 
alternative criteria (vide Ihble 3). Compared 
with the coeffleient of variation obtaining 
in the devolution actually awarded by the 
NFC in its First Report (0.19) the coeffleient 
works out to 0.S5 with KX as the crifbrion. 
It is also notaUe that PCE as the criteritm, 
the gap in the devolution per capita between 
the states with the highest and lowest 
amount of devolution comes to about 9 
times. This too should be a guiding criterion 
since the variation in the per capita 
budgetary surplus with devolution by the 
MFCs formula works out to 40 times and 
any criterion which helps to reduce thisgajT 
merits attention. In fact this ought to be the 
eveniding consideration in the formulation 
of UK devolution criterion. 

In sum, it is reiterated that in looking for 
criteria for formulating a tax d^iutimi 


scheme, the FC should go mainly by factors 
which affect revenue capacity. Factors like 
proportion of poor people should affect 
expenditure liability and should flgure only 
in assessing the revenue gaps after taking 
account of the revenue position. Bringing in 
criteria which are not relevant for judging 
revenue capacity does not help and in fact 
undermines the potency of the FC award in 
equaUnng the fiscal capacities of the consti¬ 
tuent units which federal transfers are 
primarily supposed to do. It may be added 
that’exercises have been carried out with the 
propottion of the rich as a criterion for tax 
devolution vide Ikbie 4. IWo separate sets 
of devolution have been presented: one with 
Planning Commission pro reta adjusted 
poverty ratios (i c; proportion of the rich, 
given the poverty ratios) and the other with 
the actual ratios as derived directly from the 
NSS H«f The results show that the devolu¬ 
tion derived with poverty as an indicator has 
low coefficient of varimion ; as low as 0.15 
for the Planning Commission/Finance 
Commission data and 0.30 for tlM NSS da t a. 
These results also argue against incorpora-, 
tion of poverty as one of the criteria in the- 
tax devolution formula. 

Appendix 

Alternative Measures of Poverty: 

An Appraisal 

The Iksk Force on Mimmum Needs and 
Effective Consumption Demand constituted 
by the Planning Commission (1979) defined 
poverty line as the per capita monthly eqien- 
diture of Rs 49.09 in rural anas and 
Rs S6.M in urban areas at 1973-74 prices 


corresponding to the per capita dally calorie. 
requirements of 2,400 in rural areas and 
2,100 in urban areas as well as expenditure 
on both food and non-food items. This 
definition of poverty Hire is now accqned 
by the banning Commission for idl studies 
on the subject. 1b obtain the corresponding 
levels of expenditure for more recent years 
the 1973-74 levels have been updated fay the 
Planning Commission using the implicit 
Central Statistical Organisation (CSO) price 
index obtained from the CSO private con¬ 
sumption expenditure data at current and 
constant prices (old series) assuming that 
this index provides a reasonable proxy for 
price rise in the consumption basket of 
persons near the poverty line. The updated 
poverty line is worked out on ihis basis at 
the all-India level for 1983 as Rs 101.80 per 
capita per month in rural areas and 
Rs II7.S0 in urban areas. 

«1 

The determination of the proportion of 
people below the poverty line requires infor¬ 
mation on percentage distribution of per¬ 
sons by monthly per capita expenditure 
classes separately for rural and urban areas. 
The only data source for the purpose is the 
National Sample Survey which collects data 
on household consumer npenditure through 
sample surveys' by interview method. The 
overall level of household consumer expen¬ 
diture as available from the Nmional Sarnple 
Survey (NSS) results is quite different from 
the total private consumption expenditure 
measured in National Accounts Statistics. 
Also, the latter does not give the dis^bu- 
tion. lb match the two levels of consumer 
expenditure, prior to the determination of 
the percentage of the poor, the Planning 
Commission has adjust^ the NSS distiibu- 
' tion of household consumption on a pro rata 
basis in the absence of ar^ other informa¬ 
tion to allocate the difference among dif¬ 
ferent expenditure classes (banning Com¬ 
mission, 1986). Since the overall level of 
private final consumption expenditure 
estimated by the CSO in National Accounts 
Statistics (NAS) is generally higher than the 
total household consumption expenditure of 
the NSS, this has meant an overall upward 
revision of the per capita levels of expen¬ 
diture and reduction of the percentage of 
people below the poverty Ime as compared 
to the levels revealed by the survey results. 

In the recent past this problem of match¬ 
ing the coiuumer expenditure data from the' 
two sources has attracted the attention 
of researchers. IWo detailed papers by 
B S Minhas and associates are avitilable 
which examine the question from relevant 
, angles and compare the data from the two 
sources for three years (1972-73,1977-78 and 
1983). The main points which emerge from 
the study are: 

(i) thecaeemget^t theNSSandtheCSO 
estimates is somewhat different. Thr 
NSS covers only the private house¬ 
holds and excludes-housdess popula¬ 
tion and the population in the institu¬ 
tional households sudi as prisons, or- 
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phuuga *nd hospitals. The CSO 
estimates on the other hand, includes 
all such population along with the 
private Imuseholds. The CSO also 
includes the consumption expenditure 
of non-profit and charitable institu¬ 
tions which are engaged in social 
welfare and religious activities and 
provide fine or subsidised educational, 
medical, religious and other welfare 
services to the households. 

(ii) Because of the wider coverage, at the 
aggregate level, the CSO estimates of 
private consumption expenditure are 
higher than the NSS household con¬ 
sumer expenditure totals—6 per cent 
in 1972-73, 12 per cent in 1977-78 and 

6 per cent in 1982-83. 

(iii) When disaggregated, the discrepancy 
is found to be somewhat marked for 
non-food group but for the-food 
group, the Chu e.stimates are lower by 

7 per cent in 1972-73 and by 2 per cent 
in 1982-83 while in 1977-78 it is higher 
by 2 per cent. On balance the two 
estimates should be reasonably com¬ 
parable for the food group items and 
need no adjustment for matching 
distribution of consumer expenditure 
from NSS with CSO estimates of 
private consumption expenditure. 

(iv) In the two papers, a large number of 
relevant factors have thus been identi¬ 
fied, which are responsible for the dif¬ 
ferences between the estimates of 
household consumption obtained 
from the NSS and private consump¬ 
tion expenditure of the NAS of the 
CSO. ^me of these differences bet¬ 
ween the two sets of data can be recon¬ 
ciled, but only partially, by making 
appropriate adjustments in the rele¬ 
vant factors responsible for specific 
differences; whereas some other dif¬ 
ferences appear to be irreconcilable as 
they are an integral part of the respec¬ 
tive estimation proc^ures adopted by 
the two agencies. No easy and straight¬ 
forward comparisons are therefore 
possible between the two sets of 
estimates. 

(v) Even after making some appropriate 
adjustments the remaining differences 
between the major groups of expen¬ 
diture items in the two series are 
neither of the same order or magni¬ 
tude. nor do these differences always 
go in the same direction. Therefore, 
there is no straightforward method of 
sdjusting (or splicing) the observed 
N^ distribution (of consumer apen- 
diture by expenditure classes and com¬ 
modity groups) with the aggregate 
private consumption from the NAS. 

(vi) Finally, the stupes come to the con- 
dusion that The Planning Commis¬ 
sion's practice of inflating the obser¬ 
ved N^ consumption distribution by 
a uniform scaler multipliei. given 
the ratio of CSO/NSS consumption in 
rUevant yean, is indeed questionable!’ 


The points noted dmve clearly indicate 
(hat the Plamiing Commission measure of 
percentage of persons below the poverty line 
do not follow directly from the NSS data 
which are based on results obtainetf from 
independent representative sample surveys 
scientifically conducted and having a sound 
basis but are obtained after pro rata adjust¬ 
ment of the actual data on consumption 
expenditure distribution. This adjustment 
thus has no technical basis. In view of this, 
it is doubtful whether these results can be 
used for any anaijrtical study of the type 
undertaken by the NFC. 

A comparison of the two sets of data for 


all states—one which firikiws directly from 
the NSS results and the other obtained by 
the Planning Commission after pro rata 
adjustment—are presented in Ihble A I for 
two years, viz, 1977-78 and 1983. It will be 
seen from the comparison that not only are 
the absolute levels of persons below the 
poverty level different b«ween the NSS and 
the Planning Commission for all the states 
but even their inter se position and the 
change for individual states in the percentage 
of persons below the poverty line between 
1977-78 and 1983-84 are substantially dif¬ 
ferent. In other words, the Hanning Com¬ 
mission presents a picture of persons below 


Tabi i a I: PERCtNTAtii' ('I PtdPi r. BEi.m the Poverty Line, 1977-78 ano 1983-84 


State 


1977-78 



1983 84 



Rural 

Urban 


Rural 

Urban 


NSS 

Planning 

Com¬ 

mission 

NSS 

Planning 

Com¬ 

mission 

NSS 

Planning 

Com¬ 

mission 

•NSS 

Planning 

Com¬ 

mission 

Andhra Pradesh 

54 

45 

46 

37 

48 

39 

38 

21 

Assam 

NA 

49 

NA 

NA 

46 

24 

35 

22 

Bihar 

49 

58 

37 

45 

58 

51 

43 

37 

Gujarat 
.lammu and 

47 

43 

33 

30 

42 

28 

31 

17 

Kashmir 

49 

32 

56 

41 

45 

16 

43 

16 

Haryana 

NA 

23 

NA 

NA 

22 

15 

23 

17 

Karnataka 

55 

53 

44 

45 

52 

38 

42 

29 

Kerala 

49 

47 

55 

53 

51 

26 

53 

30 

Madhya Pradesh 

62 

62 

47 

47 

60 

50 

42 

31 

Maharashtra 

64 

60 

34 

31 

56 

42 

34 

23 

Orissa 

76 

68 

49 

42 

74 

45 

56 

29 

Punjab 

NA 

13 

NA 

NA 

16 

11 

26 

22 

Rajasthan 

35 

34 

36 

34 

48 

37 

29 

26 

Tamil Nadu 

66 

56 

54 

45 

69 

44 

56 

31 

Uttar Pradesh 

49 

50 

49 

49 

55 

47 

48 

40 

West Bengal 

62 

58 

38 

34 

61 

44 

40 

27 

All India 

S3 

51 

40 

38 

55 

40 

40 

28 


Notes: I The Planning Commission estimates ale derived by using the poverty line of Bs 49.00 
per capita per month at 1973-74 prices corresponding to daily calorie requirement of 
2400 per person in rural areas and the poverty line of Rs 56.64 per capita per month 
corresponding to calories requirement of 2100 in urban areas. 

2 For updating the poverty line for 1983-84 CSO poverty consumption data has been used. 

3 These results are based on the provisional and quick tabulation of the NSS on household 
consumer expenditure of 38th Round (January 1983 to December 1983). 

4 The difference between the aggregate all India private Consumption expenditure 
estimated by Central Statistical Organisation in their National Accounts Sutistics and 
that derived from the NSSO data has been pro rata adjusted among different states 
and union territories in the absence of any information to allocate this difference among 
the states and union territories. 

5 The NSS estimates of percentage people below poverty line is worked is out from the 
NSS Reports on Consumer Expenditure for 1^7-78 and 1983. 


Table A 2: Estimates of Private Consumption Expenditure and Per Capita Private 
Finai Consumption Expenditure for the Two Series, 198041 to 198S-86 (At Current Prices 


Year 


PFCE (Total) 


Per Capiui PFCE 

Old Series New Series 
(Rs Crore) 

Percentage Old Series 
Difference 
(PC) 

(New-Old) 

New Series 
(Rs) 

Percentage 

IMfference 

(PC) 

(New-Old) 

1980-81 

90939 

99083 

8.96 

1339 

1459 

8.96 

1981-82 

103459 

113559 

9.76 

1491 

1636 

9.73 

1982-83 

113792 

125456 

10.25 

1605 

1769 

10.22 

1983-84 

135592 

145613 

7.39 

1873 

2011 

7.37 

1984-85 

I4S962 

160324 

9.84 

1975 

2169 

9.82 

1985-86 

163506 

174379 

6.65 

2169 

2310 

6.50 


Source; National Accounts Statistics: Revised Series (February 1988). 
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the poverty line both at thean-lndia'and for 
the ttates which is entirely different from 
what the actual data reveal. 

Since the above exncise of adjustment of 
NSS data of the proportion of people below 
the poverty line; was undertaken by the Plan¬ 
ning Commission, the CSO has revised the 
estimates of different macro-aggregates in 
the NAS to bring them to a new price base 
for the constant price series and also to 
incorporate all current data in place of 
utilising the proportions based on old bench 
mark surveys. This ha': meant revision of the 
absolute levels of different macro-aggregates 
besides a revision of the trends. Thus for 
private consumption expenditure the dif¬ 
ferences arc not very insignificant, as can be 
seen from Table A 2. For 1982-83, the CSO 
has revised private final consumption expen¬ 
diture upwards by 10.25 per cent and in 
1983-84 by 7.39 per cent. To be consistent 
with the CSO estimates and also with their 
earlier method, will the Planning Commis¬ 
sion now make another set of pro rata 
adjustment and bring down further the pro¬ 
portion of people below poverty line? Thus, 
they should be adjusted downwards by as 
much as 7.4 per cent if the Planning Com¬ 
mission procedure of adjustment is to be 
followed and the persons below poverty line 
in 1983 would be only 25 per cent for urban 
all-India when the NSS data actually gives 
a ratio of 40 per cent below the poverty line. 
Can we ask how far do we go in teims of 
'pro rata' adjustments? The absurdity of the 
set of estimates of percentage of persons 
below the poverty line derived by the 
Planning Commission and used by them for 
poverty alleviation programme and now by 
the NFC for tax devolution needs no further 
elaboration. 

For the year 1977-78 NSS data are also 
available in terms of distribution of people 
in rural and urban areas according to the 
calorie intakes of 2,400 per unit per day in 


rural areas and XlOO per unit per diQr in 
urban areas. This data has the advantage of 
being free from the influence of the inter¬ 
state price differentials. That the inter-state 
price differential is an important factor in 
determining the poverty line and the number 
of persons below the poverty line is obvious 
from Tkble A 3 which gives the cut off level 
of calorie intake per diem per adult con¬ 
sumer unit in rural areas and the correspon¬ 
ding expenditure as available from the NSS 
data for 1977-78. This interestingly shows 
that Kerala has the highest level of per capita 
expenditure for required intake of calorie of 
2,400 units in rur^ areas and Jammu and 
Kashmir has the lowest. This implies that 
amongst the states Kerala has almost the 
highest price level between states and would 
therefore have a high proportion of persons 


below the poverty level in rund areas. Sbnflar 
data can also be presented for urban areas 
which it is found, supports the above. Had 
such data been available for 1983^ (N^ 
38th round), it would have been possible tiii 
compare the absolute levels of change 
between 1977-78 and 1983 in percentage of 
persons below the poverty line, without 
referring to per capita monthly expenditure 
levels. 

In the absence of such data, it is only 
possible to determine the per capita monthly 
expenditure level for each state in 1977-78 
and 1983-84, separately for rural and urban 
areas, which will be equivalent to the per 
capita calorie ini ikc requirement of 2,400 
units and 2,100 units respectively. For most 
realistic results it is necessary to determine 
the levels of per capita monthly expenditure 



Table a 4: SiatfWise Poverty Linf bM't-MJiuiRh Ltvn for 1977 78 
(Rs per capita per month at current prices) 

AND 1983 84 




1977-78 


1983-84 


State 

Rural 

Urban 

Rural 

Urban 

1 

Andhra Ptadesh 

60 

70 

V3 

108 

2 

Bihar 

49 

57 

90 

104 

3 

Gujarat 

57 

66 

98 

113 

4 

.lammii and Kashmir 64 

74 

109 

126 

5 

Karnataka 

55 

63 

101 

117 

6 

Kerala 

S6 

65 

116 

134 

7 

Madhya Pradesh 

.s.s 

63 

94 

109 

8 

Maharashtra 

s; 

66 

99 

115 

9 

Orissa 

61 

70 

117 

135 

10 

Rajasthan 

56 

65 

88 

lOI 

II 

Tamil Nadu 

62 

71 

118 

136 

12 

Uttar Pradesh 

54 

63 

92 

-106 

13 

West Bengal 

57 

66 

101 

117 

14 

All-l’ndia 

56 

65 

99 

114 


Notes: (!) In the absence of data on differential poverty lines for individual stales, the base 
year (1973-74) all-India poverty line has been accepted for all states and adjusted for 
differential price movements thereafter. This level is Rs 49.0 for rural areas and Rs 56 
in urban areas at the prices of 1973-74. 

(2) All-India poverty line for 1973-74 updated by the statewisc CPI for agricultural 
labourers published by the Labour Bureau, Simla (1960-61-100). 


Table A 3: Calorie Intake Per Diem Per Consumer Unit (Adult); Rural (1977-78) 


Per 

Capita 

Monthly 

Expen¬ 

diture 

(Rs) 

All 

India 

Andhra Assam 
Pra¬ 
desh 

Bihar Gujarat 

Har¬ 

yana 

HP 

J and 
K 

Karna¬ 

taka 

Kerala 

MP 

Orissa Punjab Rajas¬ 
than 

TN 

UP 

West 

Bengal 

0- 10 

242 

125 

32 

477 

128 

112 

_ 


240 

737 

359 

909 

11 

89 

45 

115 

383 

10- 15 

916 

1010 

952 

1137 

753 

332 

— 

127 

910 

613 

952 

1013 

56 

578 

723 

1100 

811 

IS- 20 

1251 

13U 

1082 

1204 

1630 

889 

388 

— 

1192 

815 

1517 

1208 

293 

1408 

1124 

1336 

1106 

20- 30 

1791 

1797 

1579 

1733 

1846 

1674 

2039 

2105 

1846 

1301 

1983 

1665 

1122 

2039 

1551 

2117 

1546 

30- 35 

2114 

2042 

1892 

2109 

2030 

1941 

2068 

2244 

2337 

1727 

2285 

2061 

1852 

2322 

1826 

2368 

1957 

35- 40 

2307 

2310 

2242 

2275 

2171 

2654 

2584 

2533 

2287 

1874 

2523 

2269 

1921 

2573 

2042 

2543 

2142 

40- SO 

2557 

2461 

2360 

2595 

2329 

2586 

2626 

2768 

2496 

1933 

2727 

2580 

2235 

2833 

2314 

2793 

2495 

SO- 60 

2860 

2739 

2695 

2984 

2523 

2795 

2861 

3117 

2946 

2257 

3001 

2969 

2493 

3141 

2560 

3109 

2836 

60* 70 

3108 

3000 

2990 

3291 

2783 

2967 

3042 

3390 

3078 

2500 

3240 

3261 

2865 

3233 

2832 

3393 

3166 

70- 80 

3387 

3209 

3239 

3551 

3033 

3421 

3268 

3578 

3860 

2695 

3479 

3664 

3081 

3545 

3076 

3621 

3436 

80-100 

3707 

3541 

3620 

3949 

3210 

3551 

3430 

3932 

3807 

3409 

3776 

3909 

3396 

4118 

3342 

3905 

3886 

100-150 

4239 

4147 

4193 

4564 

3660 

4227 

3985 

4363 

4306 

4077 

4189 

4729 

3917 

4509 

3789 

4425 

4700 

150-200 
200 and 

5028 

4624 

5302 

5748 

4014 

4538 

4652 

4781 

5865 

5140 

4944 

5687 

4461 

4964 

5369 

5363 

5546 

above 

All 

classes 

6446 

6487 

7106 

7358 

5065 

6208 

6348 

6783 

6160 

?433 

5531 

5538 

6238 

7532 

5524 

6864 

7650 

2978 

2979 

2766 

2927 

2769 

3485 

3284 

3448 

3023 

2634 

2903 

2674 

3604 

3665 

2596 

3264 

2834 
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^ each ttst« •CMnttdy whidi win liefine ' This pnetke of using companiMe series of 


theppverty line given }he necessary levels of 
caliorie inuke. This however is not possible 
in the Ugh! of the present evaiUbility of data. 
In the absence of direct dau in this respect, 
the alternative approach of adjusting the 
base year (1973-74) all-India poverty line by 
the differential movement in prices between 
states has been adopted, to obtain the state 
level poverty line in 1977-78 and 1983 
separately for rural and urban areas. These 
results are presented in Table A 4. These 
results highlight the extent of differential 
movement of prices between states which 
result in differential poverty lines for each 
State even when the base year level is same. 
Thus between 1977-78 and 1983-84, Andhra 
Pradesh, Gujarat and Maharashtra had price 
rise lower than all-India while Karnataka 
and Kerala had registered price rise higher 
than that for all-India. For the rest of the 
states, the movement of prices between 
1973-74 and 1977-78 and thereafter is more 
or less in the same direction even though not 
always of the same level as all-India. This 
further highlights the essentiality of deter-, 
mining the relevant levels of per capita 
monthly apenditure for each state for defin¬ 
ing the poverty line at the state level. 

A few points need to be emphasised at this 
stage, to explain the results in Tkble A 4. 
Firstly, according to the Planning Commis¬ 
sion ‘using the all-India poverty line without 
adjusting for price differentials across the 
sutes, the percentage of persons below the 
poverty line have been estimated statewise’ 
(Ref A Technical Note on the Seventh Five 
Year Plan (1985- 90). Chapter III). This, not 
only ignores the differential inflation rates 
across states but affects the states like Kerala 
advenely as the rate of inflation in this case 
is higher than the all-India. Secondly, the 
results presented in Thble A 4 uses Consumer 
Price Index for Agricultural Labourers for 
each sttte. No CPI is likely to have been 
more appropriate for adjusting the per 
capita expenditure of lower expenditure 
groups (i e, bdow poverty level) for price 
changes ovri- time. The results in Ikble A 4 
therefore could be taken to be the most 
realistic measures of poverty line across the 
states for different points of time in the 
absence of direct information on the state 
level poverty line in the base years. Lastly, 
the resulU in Thble A 4 nrake it obvious that 
use of the all-India poverty line in the base 
year (1973-74) for all the states is not justi¬ 
fied. It is essential that poverty lines are 
determined for each of the states before the 
data on poverty ratios are used for any policy 
purposes. 

However, if state level poverty ratio is to 
be used for pdicy purposes, it is essential 
that they are determined using standard 
methodology, concepts and data base as in 
the case of State Domestic Product (SDP). 
Use of SDP per capitt far allocation of plan 
resources m for the devolution of essence 
requires that comparable estimates of SDP 
are prepared by tire CSO and Finalised in 
consuhation vrith the state govenunents. 


SDP has been evolved after long delibera¬ 
tions and detailed standardisation of con¬ 
cepts and methodology which are followed 
both by the state governments and the CSO. 
The comparable estimates prepared annually 
by the CSO are discussed with the state 
governments in detail to iron out the dif¬ 
ferences in the measures of SDP and the 
estimates are forwarded to the Planning 
Commission/Finance Commission only 
thereafter. It is essential that a similar 
approach is followed for State level estimates 
of poverty ratios if these are to be used for 
policy purposes. This would imply a tech¬ 
nical approach to the measurement of pover¬ 
ty line and the poverty ratio and standar¬ 
disation of the approach to the measurement 
of slate level poverty ratio as is being 
followed for comparable estimates of SDP. 

Having regard to the limitations of the 
measure of poverty ratio used by the NFC 
for tax devolution, one could perhaps go 
back to the basic question of the desirability 
of its use as measure of backwardness and 
one of the criteria relied upon in deciding 
tax devolution and seek for a reconsidera¬ 
tion of the whole issue before any decision 
is taken on their use for policy purposes. 

Notes 

[The authors are grateful to Dipchand Maity 
for help in statistical work] 

1 Prior to 1973-74, Survey on household 
consumer expenditure were carried out in 
every round of the National Sample Survey 
(NSS) beginning the first round which .started 
in October 1950. Since 1973-74 these surveys 
are undenaken quinquennially. 

2 It is now understood that these results are 
likely to be available very soon if not already 
in possession of the Planning Commission. 
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TAiLE 2: Government’s Receipts 


(Ks cnw) 



1989-90 

1988-89. 

1988-89 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

1M2-83 

1981-82 

1980-81 


Budget 

Revised 

Budget 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

1 Rlivenue RpreipU 

S0992 

42424 

41620 

36734 

32462 

27112 

22970 

19366 

17036 

14623 

11937 

(a) Gross tax revenue (l-fZ) 

49S38 

43321 

41938 

37613 

32794 

28671 

23428 

20687 

17657 

15816 

13149 

(1) Ibxes on income; 












property and capital 
transactions 
of which 

9628 

8962 

7883 

7485 

6235 

5562 

4626 

4320 

3873 

3552 

2907 

Corporation tax 

Ikxes and income 
other than corporation 

4500 

4270 

4050 

3433 

3160 

2865 

2556 

2493 

2185 

1970 

1377 

tax 

4000 

3660 

3650 

3187 

2878 

2509 

1928 

4699 

1570 

1476 

1440 

Wealth tax 

(2) Thxes on commooities 

120 

120 

120 

101 

174 

153 

107 

98 

90 

78 

67 

and services 
of which 

39910 

34359 

34055 

30128 

26559 

23109 

18802 

16367 

13784 

12264 

10242 

Custom duties 

18000 

15812 

15320 

13702 

11475 

9526 

7041 

5583 

5119 

4300 

3409 

Excise duties 

21910 

18547 

17933 

16426 

14470 

12956 

11151 

10222 

8059 

7421 

630(> 

(b) States’ share of tax 











revenue 

12054 

10669 

10634 

9598 

8475 

7491 

5777 

5246 

4640 

4274 

3791 

(A) Centre's net lax 












revenue (a-b) 

37484 

32652 

31304 

28015 

24319 

21180 

17651 

15441 

13017 

11542 

9358 

(B) Non-tax revenue 

13508 

9773 

10316 

8529 

8143 

6255 

5319 

3925 

4019 

3089 

2579 

(1) Interest leceipts 

8041 

7147 

7188 

5745 

5339 

4586 

3963 

2668 

2852 

2215 

1795 

(2) Dividends and profits 

1136 

620 

572 

605 

507 

515 

407 

451 

419 

322 

292 

(3) Other non-tax revenue 

4331 

2006 

2556 

2279 

2297 

1154 

949 

806 

748 

552 

492 

IlCapiui Receipt* 












(A+B+C-sD+E + F+G) 

(A) Market borrowings 

22929 

25419 

23869 

22518 

18965 

17192 

14%3 

13273 

10995 

8360 

7642 

(net) (a-b) 

7400 

7250 

7000 

5862 

5531 

.4884 

4096 

4039 

3771 

2913 

2679 

(M Gross 

8039 

7725 

7475 

6684 

6569 

5543 

4584 

4382 

4137 

3198 

2949 

(^ Repayments 
(B) External borrowings 

639 

475 

475 

822 

1038 

659 

488 

343 

366 

285 

270 

(net) (a-b) 

3722 

3216 

3734 

3910 

2455 

1999 

1922 

1663 

1656 

1357 

1717 

(a) Gross 

5542 

4790 

5118 

5156 

3476 

2629 

2477 

2217 

2190 

1843 

2164 

(b) Repayments 

1820 

1574 

1384 

1246 

1021 

630 

555 

554 

534 

486 

447 

(C) Recovery of loans (net) 

(D) Snpsll savings (Centre’s 

4444 

4661 

4280 

4180 

3498 

2751 

2750 

2867 

2730 

1583 

2096 

share) (a-b) 

500 

500 

1150 

537 

476 

1389 

1716 

1009 

619 

517 

409 

(a) Ibtal net collections 

4600 

4600 

4600 

3633 

3276 

4292 

3651 

2408 

1723 

1399 

1121 

(b) loans to state 

4100 

4100 

3450 

3096 

2800 

2903 

1935 

1399 

1104 

882 

712 

(E) Net provident fund 

1230 

1130 

1000 

1171 

902 

495 

429 

355 

525 

298 

274 

(F) Special deposits 

(G) ()ther items of capital 

5850 

5173 

4325 

4381 

3688 

1199 

1415 

1021 

838 

770 

603 

receipts (net) 

• 217 

3489 

2380 

2477 

2415 

4475 

2635 

2319 

856 

922 

-135 

ni Total Receipt* 

IV Central Government'* Debt 

73921 

67843 

65489 

59252 

51427 

84304 

t 

37933 

32639 

28031 

22983 

19579 

(R+b) 

158795 

139692 

139944 

121869 

106612 

89192 

75174 

65383 

60621 

47981 

42162 

(a) Internal debt 

130758 

114453 

114404 

98^ 

86313 

71039 

58537 

50263 

46939 

35653 

30864 

(b) External debt 

28037 

25239 

25540 

23223 

20299 

18153 

16637 

15120 

13682 

12328 

11298 

Ratios Iperoentagea) 

(1) Centre’s tax revenue to 
total revenue 

(2) Ikxes on income, property 

73.5 

77.0 

75.2 

76.3 

74.9 

78.1 

76.8 

79.7 

76.4 

78.9 

78.4 

and capital to gross tax 












revenue 

19.4 

20.7 

18.8 

19.9 

19.0 

19.4 

19.7 

20.9 

21.9 

22.5 

22.1 

(3) Tkxes on income, property 












and capital to GDP at 
market prices 




2.3 

2.1 

2.1 

2.0 

2.1 

2.2 

2.2 

2.1 

(4) Ikxes on commodities 












and services to GDP at 
market prices 




9.1 

9.1 

8.8 

8.2 

7.9 

7.8 

7.7 

7.5 

(S) Central government's debt 












to GDP at market prices 




36.9 

36.3 

34.1 

32.7 

31.5 

34.1 

30.1 

31.0 

(I) Ettemal debt 




7.0 

6.9 

6.9 

12 

7.3 

7.7 

7.7 

8.4 

(ii) Internal debt 




29.9 

29.4 

27.1 

25.5 

24.2 

26.4 

22.4 

22.7 
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.TAtiLB 3: CSOVERNMENT** €w>EnAitURE 


■ . •?' 

iKiaoiti 



IM9-90 

Budget 

1988-89 

Revised 

1988-89 

Budget 

1987-88 

Actuals 

1986-87 

Actuals 

1983-86 

Actuals 

1984-83 

Actuals 

1983-84 

Actuals 

1982-83 

Actuals 

1981-82 

Actuals 

1980-81 

Actuals 

I Noa^faui Expeodllnre 

S4347 

48877 

47896 

40791 

36747 

29703 

23063 

20017 

17774 

14133 

13062 

(A) InteicM paymenti 

17000 

14130 

14100 

11236 

9236 

7303 

5974 

47% 

3938 

3193 

2604 

(B) Defence 

13000 

13200 

13000 

11968 

10477 

7987 

6661 

5831 

3021 

4329 

3604 

(Q Subiidie* 

84S4 

2200 

7316 

6279 

5576 

4929 

4208 

2902 

2262 

1941 

2028 

(l)Faodi 

2200 

2200 

2300 

2200 

2000 

1650 

1101 

835 

711 

700 

630 

(2) Fettilieen 

36SI 

3230 

3000 

2210 

1897 

2050 

1927 

1041 

603 

381 

305 

(3) Export promotion 

1621 

1391 

1091 

960 

788 

605 

318 

463 

477 

477 

399 

(4) Ol^ subsidies 

982 

949 

925 

909 

891 

624 

662 

363 

471 

383 

474 

(D) Generx) services 
which 

6023 

3099 

3213 

4503 

3497 

2894 

2403 

1999 

1680 

1278 

2U5 

Police 

1222 

1166 

1113 

980 

821 

631 

328 

482 

363 

322 

274 

(E) Social services 

(1) Education, sports, 

1419 

1322 

1230 

1160 

1122 

818 

623 

503 

412 

267 

260 

youth welfare, etc 

SIO 

479 

438 

385 

386 

301 

262 

224 

209 

166 

144 

(2) Health and family welfare 

183 

170 

163 

134 

140 

101 

123 

87 

71 

62 

90 

(3) Labour and employment 

(4) Information and 

238 

232 

230 

157 

227 

165 

133 

89 

76 

70 

59 

broadcasting 

186 

162 

136 

164 

127 

106 

24 

27 

24 

30 

19 

(5) Other social services 

280 

279 

263 

454 

242 

145 

59 

76 

32 

-61 

-52 

(F) E^nomic services 

(1) Agriculture and allied 

2308 

1922 

1985 

1750 

1435 

963 

1406 

917 

1010 

988 

539 

services 

(2) Energy, industry 

356 

307 

292 

54 

234 

154 

246 

170 

21 

65 

57 

and minerals 
(3) Transport and 

754 

579 

630 

666 

494 

120 

626 

315 

177 

247 

104 

communications 
(4) Science, technology 

241 

236 

223 

161 

113 

124 

155 

119 

202 

136 

122 

and environment 

474 

433 

423 

376 

343 

302 

258 

221 

197 

171 

148 

(S) Postal deficit 

180 

83 

132 

191 

215 

162 

118 

67 

79 

85 

64 

(6) Other economic services 
(G) Expenditure of union 

303 

284 

285 

302 

36 

lOI 

3 

25 

334 

283 

44 

territories without legislatures 
(H) Grants to states and 

740 

646 

643 

579 

606 

518 

360 

303 

253 

234 

198 

union territories 

2640 

2238 

2164 

1786 

1587 

1807 

994 

938 

824 

594 

626 

(I) Other grants 

(J) Loans and advances to 

183 

182 

180 

135 

114 

81 

89 

90 

78 

68 

57 

states and union territories 

80 

93 

46 

- 50 

138 

569 

468 

176 

87 

50 

161 

(K) Other loans 

1487 

1276 

1231 

906 

2528 

913 

1025 

1251 

1964 

816 

658 

(L) Non-plan capital expenditure 

ion 

959 

768 

539 

411 

723 

850 

311 

245 

373 

212 

11 Plan Outlay 

(A) Budget support for 

27814 

26906 

25714 

24277 

22941 

19914 

16613 

14038 

11913 

10250 

8994 

central plan 

16964 

16771 

16000 

14396 

14873 

12870 

11507 

9275 

7456 

6683 

5674 

(1) Economic services 
(a) Agriculture and 

13599 

13326 

12750 

11573 

12560 

III27 

9744 

7831 

6424 

5655 

4713 

allied services 

1166 

1264 

1051 

1133 

1370 

1103 

1218 

1035 

933 

803 

617 

(b) Rural development 

(c) Irrigation and flood 

1762 

1759 

1762 

1744 

1334 

1033 

721 

366 

244 

79 

9 

controls 

205 

217 

21" 

174 

107 

64 

95 

57 

54 

68 

57 

(d) Industry and minerals 

1936 

2645 

2520 

2610 

3870 

3143 

2966 

3144 

2439 

1824 

1755 

(e) Energy 

4190 

3841 

3720 

3083 

2768 

3162 

2303 

1209 

1171 

1236 

948 

(0 IVansport 

2479 

2463 

2388 

2141 

1774 

1615 

1403 

1095 

1081 

1077 

1032 

(g) Communications 

(h) Science, technology 

378 

337 

197 

-14 

733 

543 

333 

464 

277 

301 

131 

and environment 
(i) General economic 

733 

749 

750 

579 

413 

335 

384 

266 

94 

163 

119 

icrviccs 

730 

231 

143 

123 

169 

129 

119 

175 

131 

100 

27 

(2) Social services 
(a) Education, arts 

3282 

3173 

3146 

2760 

2260 

1689 

1710 

1424 

1012 

1009 

940 

1 and culture 
(b) Health and family 

953 

943 

933 

821 

393 

187 

252 

164 

192 

79 

84 

welfare 

(c) Wster supply, sanita- 
tation, housing and 

893 

863 

828 

764 

709 

687 

396 

463 

211 

310 

229 

urban development 
(d) Information and 

314 

507 

307 

446 

220 

396 

444 

387 

117 

187 

149 

broadcasting 

(e) Welfare of SC/ST and 

283 

231 

233 

206 

233 

107 

101 

63 

33 

32 

IS 

other backward classes 
(0 Labour and 

269 

305 

303 

235 

221 

180 

206 

145 

149 

133 

38 

labour welfare 
(g) Social welfare and 

33 

23 

23 

IS 

13 

11 

9 

7 

298 

195 

350 

nutrition 

331 

302 

314 

169 

172 

109 

97 

60 

0 

33 

33 

(h) Others 

2 

1 

1 

1 

295 

12 

5 

133 

12 

0 

1 

(3) General services 
(B) Cmtral assistance for state 

83 

70 

104 

63 

55 

54 

53 

20 

20 

19 

19 

plam 

(Q Central assistance for union 

9991 

9370 

8943 

9164 

7198 

6362 

4339 

4303 

4043 

3226 

3066 

tendtory plans 

8S9 

763 

769 

717 

868 

682 

549 

460 

414 

341 

234 

Wlblal Expcnditiiic 

Defence expenditure as per 

82161 

75783 

73610 

63068 

39688 

49619 

41678 

34055 

29687 

24383 

22056 

cent of total expenditure 

Plan outlay as pet cent of 

I3B 

17.4 

17.7 

18.4 

17.6 

16.1 

16.0 

17.1 

16.9 

17.8 

16.1 

total expenditure 

33.9 

35.5 

34.9 

373. 

38.4 

40.1 

39.9 

41.2 

40.1 

42.0 

40.8 
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Tah 44: REvewE f>omC u»roiiijiii‘'lSi^^ .- .'"'{jb'jwwy) 


1989-90 

Budget 

1988-89 

Revised 

1988-89 

Budget 

1987-88 

Actuals 

1986-87 

Actuals 

1985-86 

Actuals 

198445 

Actuals 

1983-84 

Actuals 

198243 

Actuals 

1981-82 

Actuals 

1980-81 

Actuals 

GtOM Custanm DuUrH 

18549 

16248 

16096 

14059 

11771 

9785 

7235 

5760 

5239 

4394 

. 3554 

Refunds and drawbacks 

549 

436 

470 

424 

300 

267 

241 

191 

194 

192 

174 

Net cinloniii dutieH 

18000 

I58I2 

15626 

13635 

II47I 

9518 

6994 

5569 

5045 

4202 

3380 

fit Imnort duties 

18348 

16041 

15782 

13825 

11507 

95^2 

707) 

5617 

5119 

4291 

3396 

of which 

(15611) 

(15319) 

(13405) 

(11209) 

(9309) 

(6834) 

(5428) 

(4930) 

(4105) 

(3230) 

Fruits 

70 

67 

62 

63 

67 

48 

45 

SI 

49 

38 

32 

Anim^ or vegetable tats and 
oits» etc 

575 

786 

644 

619 

271 

92 

74 

49 

35 

58 

46 

Min^ substances 

1.37 

124 

95 

90 

76 

58 

59 

86 

60 

21 

25 

Petroleum oils and oils obtained 
from bituminous minerals, crude 

2065 

1908 

1908 

1862 

857 

755 

138 

25 

17 

16 

16 

' Other mineral luels, oils, wascs, etc 

185 

148 

102 

84 

56 

37 

66 

25 

24 

26 

49 

Chemicals and pharmaceuticals 

1701 

1402 

1122 

995 

933 

1013 

790 

541 

428 

397 

294 

Dyes, colours, painis and vaniislies 

105 

100 

114 

91 

99 

59 

53 

48 

33 

25 

23 

Plastic and articles thereof 

1067 

853 

794 

703 

597 

475 

306 

231 

226 

178 

142 

Manmade filaments ^nd fibics 

219 

199 

218 

198 

276 

291 

179 

246 

391 

119 

115 

Iron and steel, etc 

1518 

1353 

1381 

1203 

844 

1012 

784 

544 

574 

608 

400 

Copper 

5.12 

462 

374 

401 

238 

315 

194 

205 

169 

169 

150 

Machinery, machine tools, clcctiical 
machinery 

2843 

2446 

2301 

1946 

2063 

2134 

2062 

1729 

1498 

1095 

790 

Motor vehicles and parts ihcrcol 

260 

250 

265 

235 

253 

190 

141 

109 

104 

80 

53 

Instruments (optical, surgical, elc) 

205 

185 

231 

175 

212 

171 

133 

109 

107 

85 

59 

Pioject imports 

1671 

13.56 

1868 

1710 

1306 

— 

— 

— 

— 

— 

~ 1 

(2) Export duties 

7 

24 

42 

49 

83 

70 

70 

70 

57 

51 

111 ' 

of which 

(6) 

(21) 

(40) 

(47) 

(82) 

(68) 

(67) 

(69) 

(56) 

(49) 

(107) 

Coffee 

. 

6 

18 

18 

56 

41 

37 

36 

23 

7 

27 

Black pepper 

_ 

12 

14 

19 

15 

11 

~ 



— 


(3) Cesses on exports 

34 

29 

22 

25 

17 

15 

14 

13 

13 

12 

10 

of which 

(34) 

(28) 

(22) 

(24) 

(17) 

(15) 

(14) 

(12) 

(11) 

(12) 

(10) 

Coffee 

1 

2 

1 

1 

1 

1 

1 

I 

1 

I 

■ I 

Tobacco (unmanulaclurcd) 

1 

1 

1 

1 

1 

1 

1 

3 

1 

1 

2 

1 

Marine products 

6 

4 

4 

4 

4 

3 

2 

3 

2 

1 

Cardamom 


— 

— 

— 

1 

1 

1 


— 

1 

1 

1 

Iron ore 

2 

2 

2 

2 

2 


2 

I 

1 

1 

37 

(4) Other receipts 

160 

155 

250 

161 

164 

127 

80 

60 

51 

39 

(157) 

(152) 

(245) 

(159) 

(163) 

(126) 

(78) 

(60) 

(48) 

(36) 

(33) 


Notes: (I) higures in brackets arc net of refunds and drawbacks. (2) Due to change in budget heads from 1986-87 the figures for years prio 
to 1985-86 individual coiiiniodities are not strictly comparable. (.5) Data on individual commodities for year 1985-86 are revised budgt 
figures and not actuals. (4) Due to rounding off totals do not tally. 


TABI.t 5; RfVENUE FROM UNION EXCISE DUTIES 



1989-90 

Budget 

1988-89 

Revised 

1988-89 

Budget 

1987-88 

Actuals 

1986-87 

Actuals 

1985-86 

Actuals 

1984-85 

Actuals 

1983-84 

Actuals 

1982-83 

Actuals 

1981-82 

Actuals 

1980-81 

Actuals 

Grosa Union Exeiar DuIu-n 

(excluding electricity) 

22310 

18848 

18372 

16591 

14544 

13070 

10945 

10116 

7981 

7411 

6447 

Refuntls and drawbacks 

4(X) 

300 

200 

169 

56 

63 

81 

89 

132 

113 

108 

Net Union Exeiw- Dntit-ii 

21910 

18548 

18172 

16422 

14489 

13007 

10864 

10027 

7849 

7298 

6339 

(A) Basic excise duties 

17306 

14999 

14568 

13216 

12016 

10881 

8930 

8259 

7094 

6662 

5880 

of which 

(16906) 

(14699) 

(14368) 

(13047) 

(11960) 

(10818) 

(8848) 

(8170) 

(6962) 

(6548) 

(5772) 

Iba, etc 

92 

77 

81 

77 

73 

81 

62 

54 

54 

64 

63 

Vegetable oils and fats, etc 

104 

100 

109 

104 

68 

140 

66 

61 

59 

53 

43 

■ Cane, or beat sugar, etc 

205 

197 

180 

164 

140 

127 

148 

161 

168 

181 

is: 

Molasses 

26 

23 

21 

16 

9 

8 

9 

8 

8 

7 

i 

Tobacco manufactures 

1312 

1225 

1332 

1158 

1013 

990 

783 

769 

582 

625 

58) 

Cement all sorts 

1029 

886 

928 

870 

826 

746 

650 

560 

336 

170 

13 

Kerosene 

269 

257 

264 

250 

233 

204 

164 

176 

168 

150 

12 

Motor spirit 

1181 

1039 

1052 

903 

814 

755 

678 

527 

559 

518 

49 

R Ooil 

732 

691 

690 

646 

596 

575 

425 

423 

380 

359 

28 

Cosmetics, toilet soap, etc 

326 

284 

248 

256 

194 

155 

125 

97 

88 

76 

7 

Plastic and articles thereof 

441 

378 

319 

280 

254 

— 

— 


.. 


- 

lyres and tubes, etc 

814 

693 

589 

557 

520 

480 

410 

400 

403 

360 

28 

Cotton and cotton yarn 

IIS 

116 

120 

119 

140 

132 

109 

109 

83 

91 

i 

Iron and 'teel and articles 

%l 

798 

694 

631 

537 

481 

377 

366 

381 

392 

K 

Aluminium and articles 

294 

241 

266 

194 

157 

161 

146 

115 

112 

142 

1) 

Refrigerators and air conditioners 

189 

161 

150 

126 

108 

78 

49 

53 

57 

62 

.* 

Motor cars, trailers, elc 

481 

420 

423 

381 

315 

440 

383 

322 

306 

315 

Z 

(B) Additional duties on textiles and 

textile articles 

214 

189 

214 

176 

185 

160 

139 

146 

83 

94 

1 

(C) Additional duties in lieu of sales tax 

1490 

1336 

1366 

1147 

nil 

928 

811 

680 

496 

485 

3' 

of which 

Sugar, etc 

235 

226 

207 

197 

163 

148 

167 

135 

116 

114 


Ibbacco produas 

593 

557 

60S 

508 

481 

469 

3M 

298 

214 

209 

1 

Ibxtile p^ucts 

663 

554 

S49 

438 

460 

329 

253 

247 

166 

162 

1 

(D) Cesses on commodities 
itf whkh 

Crude 

3299 

2324 

2224 

2052 

1232 

1101 

1045 

1031 

307 

170 

1 

2046 

1999 

1912 

1770 

980 

873 

844 

839 

196 

111 


Coal and coke 

69 

63 

62 

38 

63 

66 

58 

56 

35 

31 



uo 
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ifuiLc^ licTcmw riiuM uuriMi'Wfnniai’-:"'' - ■ "' 


1 

i 

1989-90 

Budget 

1988-89 

Revised 

1988-89 

Bu^et 

1987-88 

Actuals 

1986-87 

Actuals 

1983-86 

Actuals 

1984-85 

Actuals 

1983-84 

Actuals 

1982-83 

Actuals 

K8I-82 

Actuals 

l980-|f| 

Actuals 

' CiOM Customs Duties 

18549 

16248 

16096 

14059 

1I77I 

9785 

7235 

5760 

5239 

4394 

. 355r 

1 Refunds and drawbacks 

549 

436 

470 

424 

300 

267 

241 

191 

194 

192 

174 

, Net cuatomn dutifK 

18000 

15812 

15626 

13635 

II47I 

9518 

6994 

5569 

5045 

4202 

3380 

' (1) Import duties 

18348 

16041 

15782 

13825 

11507 

95^2 

7071 

5617 

5119 

4291 

33% 

whic^ 

(17803) 

(I56II) 

(15319) 

(13405) 

(11209) 

(9309) 

(6834) 

(5428) 

(4930) 

(4105) 

(3230) 

1 Fruits 

70 

67 

62 

63 

67 

48 

45 

51 

49 

38 

32 

1 Animal or vegetable lats and 












' oils, etc 

575 

786 

644 

619 

271 

92 

74 

49 

35 

58 

46 

Mineral substances 

137 

124 

95 

90 

76 

58 

59 

86 

60 

21 

25 

Petroleum oils and oils obtained 











1 

from bituminous minerals, crude 

2065 

1908 

1908 

1862 

857 

755 

136 

25 

17 

16 

16 

'' Other mineral fuels, oils, waxes. 

etc 185 

148 

102 

84 

56 

37 

66 

25 

24 

26 

49 

Chemicals and pharmaceuticals 

1701 

1402 

1122 

995 

933 

1013 

790 

541 

428 

397 

294 

Dyes, colours, paints and vaiiiishes 105 

100 

114 

91 

99 

59 

53 

48 

33 

25 

23 

Plastic and articles thereof 

1067 

853 

794 

703 

597 

475 

306 

231 

226 

178 

142 

Manmade filaments and fibres 

219 

199 

218 

198 

276 

291 

179 

246 

391 

119 

115 

iron and steel, etc 

15)8 

1353 

1381 

1203 

844 

1012 

784 

544 

574 

608 

400 

Copper 

532 

462 

374 

401 

238 

315 

194 

205 

169 

169 

150 

Machinerv, machmeiooK, clectiical 











machinery 

2843 

2446 

2301 

1946 

2063 

2134 

2062 

1729 

1498 

1095 

790 

i Motor vehicles and parts iticieot 

260 

250 

265 

235 

253 

190 

14) 

109 

104 

80 

53 

Instruments (optical, siiigical, etc) 205 

185 

231 

175 

212 

171 

133 

109 

107 

85 

59 

Project imports 

1671 

1356 

1868 

1710 

1306 

— 

— 

— 

— 

— 

— K 

(2) Export duties 

7 

24 

42 

49 

83 

70 

70 

70 

57 

51 

111 

of which 

(6) 

(21) 

(40) 

(47) 

(82) 

(68) 

(67) 

(69) 

(56) 

(49) 

(107) 

Coffee 

— 

6 

18 

18 

56 

41 

37 

36 

23 

7 

27 

Black pepper 

- 

12 

14 

19 

15 

II 

— 

— 


— 


(3) Cesses on evpoils 

34 

29 

22 

25 

17 

15 

14 

13 

13 

12 

10 

oj which 

(34) 

(28) 

(22) 

(24) 

(17) 

(15) 

(14) 

(12) 

(11) 

(12) 

(10) 

, Coffee 

1 

2 

1 

1 

1 

1 

1 

1 

1 

1 

' I 

Tobacco (unnianu*dclured| 

1 

1 

1 

1 

1 

1 

1 

1 

1 

2 

1 

Marine products 

6 

4 

4 

4 

4 

3 

3 

2 

3 

2 

1 

^ Cardamom 

— 

— 

— 

— 

1 

1 

1 


— 

1 

1 

* Iron ore 

2 

2 

2 

2 

2 

•» 

2 

1 

1 

1 

1 

(4) Other receipts 

160 

155 

250 

161 

164 

127 

80 

60 

51 

39 

37 

- 

(157) 

(152) 

(245) 

(159) 

(163) 

(126) 

(78) 

(60) 

(48) 

(36) 

(33) 


Notes: (1) Heures in brackrts are nel of refunds and drawbacks, (2) Due to change in budget heads from 1986-87 the figures for years prioi 
to 1985-86 individual commodities arc not strictly comparable. <3) Data on individual commodities for year 1985-86 are revised budge 
figures and not actuals (4) Due to rounding off totals do not tally. 


TABi.f 5: Rfvenue from Union Excisii Duties 



1989-90 

Budget 

1988-89 

Revised 

1988-89 

Budget 

1987-88 

Actuals 

1986-87 

Actuals 

1985-86 

Actuals 

1984-85 

Actuals 

1983-84 

Actuals 

1982-83 

Actuals 

1981-82 

Actuals 

1980-81 

Actuals 

Grosn L'nion ExriHe DuUsh, 
(excluding electricity) 

22310 

18848 

18372 

16591 

14544 

13070 

10945 

I0II6 

7981 

7411 

6447 

Refunds and drawbacks 

400 

300 

200 

169 

56 

63 

81 

89 

132 

113 

108 

Net Union Exriiie Dutun 

21910 

18548 

18172 

16422 

14489 

13007 

10864 

10027 

7849 

7298 

6339 

(A) Basic excise Julies 

17306 

14999 

14568 

13216 

12016 

10881 

8930 

8259 

7094 

6662 

5880 

of which 

(16906) 

(14699) 

(14368) 

(13047) 

(11960) 

(10818) 

(8848) 

(8170) 

(6962) 

(6548) 

(5772) 

Tea, etc 

92 

77 

81 

77 

73 

81 

62 

54 

54 

64 

63 

Vegdable oils and fats, etc 

104 

100 

109 

104 

68 

140 

66 

61 

59 

53 

42 

- Cane, or beat sugar, etc 

205 

197 

180 

164 

140 

127 

148 

161 

168 

181 

155 

Molasses 

26 

23 

21 

16 

9 

8 

9 

8 

8 

7 

5 

Tobacco manufactures 

1312 

1225 

1332 

1158 

1013 

990 

783 

769 

582 

625 

585 

Cement all sorts 

1029 

886 

928 

870 

826 

746 

650 

560 

336 

170 

137 

Kerosene 

269 

257 

264 

250 

233 

204 

164 

176 

168 

150 

124 

Motor spirit 

1181 

1039 

1052 

903 

814 

755 

678 

527 

559 

518 

492 

R Ooil 

732 

691 

690 

646 

596 

575 

425 

423 

380 

359 

280 

Cosmetics, toilet soap, etc 

326 

284 

248 

256 

194 

155 

125 

97 

88 

76 

72 

Plastic and articles thereof 

441 

378 

319 

280 

254 






_ 

lyres and tubes, etc 

814 

693 

589 

557 

520 

480 

410 

400 

403 

360 

288 

Cotton and cotton yarn 

115 

116 

120 

119 

140 

132 

109 

109 

83 

91 

99 

Iron and 'teel and articles 

%l 

798 

694 

631 

537 

481 

377 

366 

381 

392 

307 

Aluminium and articles 

294 

241 

266 

194 

157 

161 

146 

115 

112 

142 

112 

Refrigerators and air conditioners 

189 

161 

150 

126 

108 

78 

49 

53 

57 

62 

59 

Motor cars, trailers, etc 

481 

420 

423 

381 

315 

440 

383 

322 

306 

315 

227 

(B) Additional duties on textiles and 

textile articles 

214 

189 

214 

176 

185 

160 

159 

146 

83 

94 

67 

(C) Additional duties in lieu of sales tax 

1490 

1336 

1366 

1147 

111! 

928 

811 

680 

496 

485 

395 

of which 

Sugar, etc 

235 

226 

207 

197 

163 

148 

167 

135 

116 

114 

93 

Ibbacco products 

593 

557 

605 

508 

481 

469 

3« 

298 

214 

209 

168 

Rsitile products 

663 

554 

549 

438 

460 

329 

253 

247 

166 

162 

134 

(D) Cesses on commodities 

3299 

2324 

2224 

2052 

1232 

llOi 

1045 

1031 

307 

170 

105 

q/ whkh 

Crude 

2046 

1999 

1912 

1770 

980 

873 

844 

839 

196 

111 

58 

Coal and coke 

69 

63 

62 

58 

63 

66 

58 

56 

35 

31 

22 
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To meel the rising aspirations ot a 
young independent Republic is in no 
way an easy task Yet this was the 
challenge laced by the first public 
sector oil-refining and marketing 
company in India - Indian Oil 
Corporation Limited 

From a pioneer 

At a time when sophisticated 
technology had to be imported, when 
trained manpowei was woefully 
inadequate, Indianoil spiritedly picked 
up the gauntlet And started setting up 
a petroleum refining and marketing 
infrastructure which reaches out to 
people in the hinterland and helps 
improve ttieir quality of life. 

To a leader 

Today Indianoil fuels the wheels ct 
all sectors ol th«' national economy 
Their mission is customer satisfaction 
and maximum utilisation ot resources 
With a turnover or over Rs 14,000 
crores. Indianoil is ranked No 1 in the 


country and amongst the top 100 of the 
world. It has contributed over Rs 1.100 
crores to the national exchequer as 
dividend and income tax alone 

Indianoil owns and operates six of 
the country's twelve refineries with 
45% of national refining capacity. Its 
refineries have achieved over 100% 
capacity utilisation during the past 
four years 

Today, with product sales ol over 
27 million tonnes, Indianoil's market 
participation exceeds 58% It has a 
network of more than 10,000 dealers 
and distributors to meet the needs of 
the people lor fuels, lubricants and 
cooking gas, even in remote areas 

Indianoil IS the country's only al 
refining and marketing company with a 
modern Research & Development 
Centre which has developed over 800 
lubricant formulations, fuel efficient 
kerosene stoves and LPG burner, 
and speciality products for specific 
customers 


To a guiding hand 

Indianoil has net only assimilated 
high technology but also, with a caring 
hand, has developed a human 
resource with capabilities and 
expertise which is being sought by 
other developing countries This 
expertise has been nurtured and honed 
not only in areas of refining, marketing, 
pipeline transportation and project 
management but in management 
disciplines also 

Though a lot of progress has been 
achieved, a lot still remains to be done. 
In Its march to progress, the nation will 
double Its petroleum consumption by 
the turn of the century, Indianoil has 
mat the people's expectations in its 29 
years of existence and is working 
harder than ever to meet their 
aspirations in the 21st century 

Indianoil IS in the service of the 
Nation for fuelling the spirit of 
freedom - a national trust for 
economic prosperity. 


Indian Oil Corporation Limited 
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Occupational Patterns ^i<| Iilcd*me 
Differences H ' 

While many studies have been made of income and consumption 
inequality, almost all of them have been based on data aggregated over 
all kinds of occupations, the only division recognised being that 
between the rural and urban sectors. The first of a series of papers 
analysing inter- and intra-occupational differences in income and 
standard of living in the Calcutta Municipal Corporation area. 875 

Dissent and Dissidence in Indian Politics 

Indian politics since 1980 has been occupied by an authoritarian 
Congress(I) with a shrinking mass base and wracked by inner party 
dissidence, on the one hand, and, on the other, by a number of parties 
whose programmes constitute expressions of dissent of varying intensity 
from Congress(I)’s understanding of the Indian situation. An attempt to 
explore the related phenomena of dissent and dissidence in Indian 
politics as refracted through the prism of the last Tamil Nadu 
assembly elections. 883 


Imperial Deceptions 

In the welter of mutual 
recrimination and systematic 
disinformation on India-Nepal 
relations, certain issues stand out. 
Kathmandu’s claim that a renewal 
draft treaty on trade had been 
negotiated and even initialled 
in October last remains 
uncontradicted. Further, while New 
Delhi ha.s now suddenly taken the 
stand that it wants a single treaty 
covering both trade and transit, it 
is a fact that negotiations had 
been going on for two years over 
the renewal of two separate 
treaties. Finally, does a poor 
landlocked country with a rising 
deficit in its trade with a major 
trading partner have any freedom 
to diversify its exports and 
its sources of imports? 853 


Forest Law and the Poor 

The government of India’s right 
hand does not often know what 
the left IS doing. In the case of 
forest development, iftappears, the 
right hand is undoing what the 
left has been trying to do. 859 


Torture? Where? 

The Indian delegation’s blatant 
white-washing of the human rights 
situation in the country before the 
4Sth session of the Human Rights 
Commission in February has 
not received the attention 
it deserves. 852 


A People’s Dam 

The inauguration of the first stage 
of the Baliraja memorial dam at 
Balawadi in Sangli district of 
Maharashtra marks the culmination 
of the novel struggle of the 
people of the drought-stricken 
villages of the area. 865 


Too Much, Too Soon? 

A civilian regime in Pakistan, after 
long military rule, has 
understandably evoked much 
enthusiasm in India and high 
hopes of a dramatic improvement 
in India-Pakistan relations. 
However, expecting too much too 
soon could be counter-productive, 
both for the future of the 
civilian regime in Pakistan 
and for India-Pakistan 
relations. - 866 


Metamorphosis of 
Israel 

How did Europe in the death 
throes of its imperial age succeed 
in creating a white-settler state in 
the twentieth century? And how 
did Zionism become so deeply 
enshrined as an unquestioned 
good in the United States and 
western Europe that it even divides 
the left, with any questioning 
of the legitimacy of the state 
of Israel being labelled a 
‘romantic left’ view? 869 

Just when Israel is about to be 
recognised by its most implacable 
enemies, the whole concept of a 
Jewish state as a haven for 
the world’s diaspora is being 
challenged, not by the dispossessed 
Palestinians, not by the 
Germans, but by the rulers 
and nationals of Israel. 851 


1989-90 Budget and 
Electronics Industry 

The Indian electronics industry, 
after a decade of moderate 
growth, entered a high growth 
phase in the eighties. How will the 
changes in the duty structure 
effected in the 1989-90 Budget 
affect the industry? 855 
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Narmada Project and 
People’s Right to Life 

QUITE some time has passed since we sent 
a memorandum to the prime minister, rai¬ 
sing fundamenta] questions about the 
Narmada Project. Though our memoran¬ 
dum successfully roused the conscience of 
the nation, the ^ict is we have received no 
official response from the prime minister's 
office. In the meanwhile, many new facts 
have come to light which reinforce our con¬ 
cerns over the issues we had raised; 

(1) A report from the chairman of the 
reh^ilitation sub-group of the Narmada 
Control Authority (NCA) conHims that they 
have been unable to find enough land to 
rehabilitate the oustees from the Sardar 
Sarovar Project (SSP). Quite obviously it 
will, therefore, be virtually impossible to 
rehabilitate persons from the Narmada 
Sagar Project (NSP). (2) An independent 
analysis of the cost-benefit of SSP, carried 
out by Vijay Faranjpye for Intach, reveals 
just what we had feared. The actual 
cost:benefit ratio is much lower (1:1.17) than 
that presented by the authorities to the Plan¬ 
ning Commission (1:1.84). The figures used 
by Paranjpye are taken from government 
files and cannot be repudiated. (3) Reports 
from the Ihta Institute of Social Sciences 
(T1S$) indicate that even in the ‘model* 
rehabilitation village of Parveta the condi¬ 
tions of the oustees is miserable. Mortality 
rates are already higher here than that 
prevailing in villages which have not yet been 
shifted. Clearly if the authorities have been 
unable to deliver what they promised to even 
one village, under the full glare of publici¬ 
ty, then their avowed ability to handle a 
dduge of migration must be considered as 
highly suspect. (4) Though the Planning 
Commission accorded clearance to the SSP 
on October S, 1989, this clearance itself is 
conditional. Not only does it reiterate the 
earlier, unfulfilled conditions, it adds to 
them by insisting on ‘planning the micro¬ 
network of canal systems' and completion 
of the studies and plans for drainage and 
ground water balance. This work is in¬ 
complete for over 80 per cent of the com¬ 
mand area, yet crores are being poured into 
the project. (5) Despite vehement denials by 
the authorities, it has emerged that the 
World Bank has in fact asked for an 
economic reappraisal of the Narmada Pro¬ 
ject. Similar demands for reappraisals have 
cropped up at other dam sites in the world, 
notably at Braal where tribal Indians are at 
the forefront of the battle to save rainforests. 
(6) Last but not least, the secretary, depart¬ 
ment of environment, has unequivocally ex¬ 
pressed Ms dissatisfaction with the progress 
of enviroiunental studies, though this assess¬ 
ment lies at the very heart of the conditional 
clearance given. 

Instead of working to alleviate doubts, 
complete surveys, or to reduce the impact 
of destruction, the response of the autho¬ 
rities has been to clamp down on infor¬ 


mation dissemination. The usage of the 
infamous Official Secrets Act and the 
Custom's refusal to clear the Alvares/ 
Billorey book. Damming the Narmada, are 
cases in point. The question now arises as 
to how we should respond to these happen¬ 
ings and particularly to the controversial 
SSP and NSP. Many of us feel that the time 
has come to sit across the table, discuss the 
matter threadbare and then bring out the 
truth still more forcefully for the benefit of 
the nation. We have with us some of the 
most respected members of the free press; 
so what we say will be heard. 

The issue concerns more than a dam or 
two. It concerns the very definition of 
'development' and touches upon the most 
fundamental of rights, the right to life. As 
citizens of conscience the eyes of the world 
community are upon us. A meeting of signa¬ 
tories and activists has been fixed on May 6 
and 7, 1989 at Bombay, when we shall be 
able to interact with activists and also be able 
to question experts on the vital aspect of 
alternate development models. We shall also 
benefit from the views of naturalists and 
sociologists who have travelled to the Nap 
mada Valley to as.sess the ground realities. 

T K Mulik, Obaid Siddiqui, Kamla 

Chowdry, Mcdha Patkar, Vijay 

Tendulkar, Manoharsingh Mehta, 

Girishbhai Patel, Omprakash Raval. 

Striking Narmada Dam 
Workers 

NEARLY 3000 workers of J P Associates, 
the main contractor of Sardar Sarovar Dam, 
being built on the river Narmada near 
Kevadia Colony, Gujarat, are on indefinite 
strike since January 30, 1989. JP Associates, 
the contractor, rules the Kevadia Colony area 
and all workers, like a ruthless dictator. It 
maintains its army of musclemen under the 
guise of security guards. The police is ever 
ready to help it whenever necd^. The work¬ 
ers live in a concentration like 'labour camp’ 
which is inaccessible to even their relatives 
unless the contractor’s permission is taken. 
The government has converted the area in¬ 
to a so-called high security zone thus aiding 
the contractor in its oppression and exploiu- 
tion of workers. The workers were struggl¬ 
ing since 1987 to organise themselves but 
every attempt was ruthlessly crushed using 
brutal force. In 1987, six leaders of workers 
were thrown out of the area and not even 
allowed to collect their belongings from their 
residences. Their only crime was that they 
approached activists of Vadodara Kamdar 
Union. In March 1988, three leaders of 
workers were coerced to sign at gunpoint a 
back-dated transfer order only because they 
decided to participate in the Bharat Bandh 
of March IS. The Gujarat High Court in 
response to a petition by three organisations 
to stop human rights violation appointed a 


three member commission to investigate but 
it could have only a contractor-conducted 
tour of the dam site and one sitting. Some 
workers escaped their stranglehold, walked 
through the jungle and appeared before the 
commission only to find that the commis¬ 
sion had no time to visit the labour camp. 
The chairman of the commission has now 
been transferred to Bhuj. 

The workers are not on strike to get 
fabulous wages and work facilities. They 
only want the rule of law, including labour 
laws. Their demands are: (1) Payment of 
wages to those not paid for work in 
December-January. (2) Implementation of 
Minimum Wages Act. (3) Eight hours work 
day (presently they work for 12 to 16 hours 
a day). (4) Payment of overtime wages. 
(5) Employment for those whose land has 
been acquired for dam. (6) Equal wages for 
equal work to women. (7) Free living 
quarters. (8) Withdrawal of 100 per cent 
increase in mess bill. (9) Removal of 
sub-contract system within JP Associates. 
(10) Provision of identity cards, pay slips and 
muster register. (11) Payment of bonus. 
(12) Recognition of Vadodara Kamdar 
Union and provision of office in the labour 
camp. (13) Removal of prohibitory orders 
under official secrets act. 

All workers come from landless labour 
and poor farmer households. They are paid 
very low wages. In no time now the workers 
will exhaust their stock of rations, 10 per 
cent of them ate already on the verge of star¬ 
vation. By February 15, it seems that 50 per 
cent of them will need grains from outside 
to keep away starvation. They have decided 
to continue with the strike simply because 
they do not want to live like slaves. They 
need urgent help from all concerned organi¬ 
sations and individuals. Their fight is of 
crucial importance to all those employed in 
the unorganised and informal sectors. 

You can help by: (1) Providing funds— we 
need substaniial funds to fight starvation, 
contractor and government. (2) If you can’t 
give money, donate grain—rice, wheat and 
dais. (3) We need publicity to create public 
opinion. We want you to visit us, or send 
teams of journalists, teachers, students, doc¬ 
tors, lawyers, concerned citizens to Kevadia 
Colony, District Bharuch, Gujarat, to find 
out first hand our real condition and express 
solidarity. (4) Send protest letters to 
(a) World Bank (the Chief Financier of 
dams), 18/8 H Street, NW ID^hington DC 
20433 (USA), (b) chief minister. Government 
of Gujarat, Gandhi Nagar (district 
Ahmedabad), (c) Chief Justice, The 
Supreme Court of India, New Delhi, etc 
Also to write to Amnesty International 
(I) Easton Street, London WCIX 8DJ, UK) 
with a request to build international solidari¬ 
ty. All funds and Solidarity letters to be sent 
to Vadodara Kamdar Union. Nimbalkar 
Chambers, 2nd Floor, Jambu betkharivan 
Road, Baroda-390 001 (Gujarat). 

Baroda WILFRED D’SOUZA 
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The Rot Exposed 


P OLITICAL developments in Karnataka, culminating in 
the dismissal of the Janata Dal government and the 
imposition of president’s rule, have held a mirror to the sorry 
state to which parliamentary politics in the country has been 
reduced. There is, first of all, the conduct of the governor of 
the state who, throwing to the winds all considerations of im¬ 
partiality enjoined upon him by his constitutional position, per¬ 
formed like a vassal of the central government and the Con- 
gress(I) party. Only last month the central government and the 
Congre$s(l) had, U will be recalled, made known their displeasure 
to the governor for his failure to more actively obstruct the 
Bommai government’s formal change of labels from Janata Par¬ 
ty to Janata Dal, following the formation of the Dal at the na¬ 
tional level. The governor had then been driven almost to the 
point of submitting his resignation, according to reports. Thus 
softened up, the governor has given no cause for complaint to 
the Congressfl) this time. No sooner had he received intima¬ 
tion of the withdrawal of support to the Janata Dal government 
by 19 MLAs than he rushed, by a special courier, his report to 
the centre stating that the Bommai government had been reduced 
to a minority in the assembly and that a situation had arisen 
in which the government of the state could not be carried on 
according to the provisions of the constitution and recommen¬ 
ding dismissal of the government, imposition of central rule and 
dissolution of the assembly—exactly the advice that the central 
government wanted to have from him. 

The governor, while he responded with alacrity to the letters 
he received from the 19 MLAs informing him that they were 
withdrawing their support to the Bommai government, chose 
to ignore the letters .sent to him by seven of these MLAs the 
very next day asking him not to act on their earlier letters and 
by implication reafnrming their support to the Janata Dai 
government. Further, and far more important, governor 
Venkatasubbiah behaved as if he did not know a thing about 
the proposition, reiterated most recently by the Sarkaria Com¬ 
mission, that the right place to test whether or not a particular 
ministry has in fact lost its legislative majority is the legislature 
itself. The Bommai cabinet had met and formally resolved to 
convene the state assembly on April 27 and the governor had 
been informed accordingly. However, the governor, once bitten 
did not wish to run the risk of failing a second lime to deliver 
the goods expected of him by the Congress(I). By his action in 
recommending the dismissal of the Janata D^ government 
without waiting for the state assembly to be convened, the Kar¬ 
nataka governor has also demonstrated how the Congress(l) can, 
with the help of an obliging governor such as himself, completely 
set at nought the law against defection of legislators when this 
suits the party’s purpose. 

The role of the central government under Rajiv Gandhi in 
the developments in Karnataka has been entirely predictable. 
Unabashed use of the governmental machinery for the party’s 
electoral purposes has become the established norm and so it 
is very much a part of the Congress! I)’s strategy for the elec¬ 
tions du£ at the end of this yea^ to wrest control of as many 
of the opposition-ruled states as possible. Not surprisingly, 
theihfore; the central government, once it had received<^e desir^ 
report from an obliging governor, did not waste any time over 


constitutional proprieties in asking the president to issue a pro¬ 
clamation under Article 356 of the constitution imposing cen¬ 
tral rule in the state, which task the latter, another obliging soul, 
duly performed, informing the delegation of opposition leaders 
which met him earlier the same day that he was bound by the 
union cabinet's advice. The only issue raised within the central 
Congre$s(I) leadership was, it appears, that of political tactics, 
whether peremptory dismissal of the state government might not 
hand the Janata Dal in Karnataka, and the opposition as a whole 
all over the country, a major issue for their election campaign. 

And that brings one to what the recent developments in Kar¬ 
nataka have helped to expose of the quality of politics within 
the opposition parties themselves of which we have had not a 
few indications from other opposition-ruled states, such as 
Andhra Pradesh and Haryana, as well. In Karnataka, the critical 
act of withdrawal of support to the Janata Dal government by 
the 19 MLAs was nothing but the straightforward outcome of 
their unfulfilled ministerial ambitions, even though the chief 
minister had in instalments expanded the size of his ministry 
to 34, so that by the end of it almost one out of every three Janata 
Dal MLAs had been given a place in the council of ministers. 
The chief minister had also announced, with an eye to those 
whom he had not been able to accommodate in his ministry, 
that he would soon be deciding on the chairmanships of state 
government enterprises and other government bodies. But no, 
the aspirants for ministerial positions in the Janata Dal were 
not be assuaged. They chose instead to go the whole hog and 
bring down their government. What is significant is that these 
MLAs were not all inspired by the one-time public works 
minister, H D Deve Gowda, who had broken with the Janata 
Dal in January and had been working openly to bring down 
the Bommai government since then; ironically enough, a number 
of them are actually camp-followers of the all-India Janata Dal 
vice-president, Ramakrishna Hegde. 

There are no doubt those in the Janata Dal, and in the other 
opposition parties, who calculate that the dismissal of the 
Bommai government, which was anyway threatening to collapse 
under the weight of its own internal di.s,sensioiis, will work to 
their advantage, and against the Congress(l), in the next elec¬ 
tions. But can they be so sure of that? It is true that the overbear¬ 
ing conduct of New Delhi’s Congrcss(l) rulers did play an im¬ 
portant part in the initial coming to power of regional political 
outfits, such as the Telugu Desam in Andhra Pradesh and the 
Janata ^rty in Karnataka. But can the same formula be ex¬ 
pected to work a second and a third time, especially after the 
venality of politicians belonging to the regional alternatives has 
been so thoroughly exposed to the public gaze, as it has just 
been in Karnataka? More generally, the developments in 
Karnataka have served as a very timely reminder that, given the 
prevalent standards among the major participants in the coun¬ 
try’s parliamentary politics, the most that can be realistically 
expected from the next general election is that, by denying any 
of the political formations the brutal parliamentary majority 
that the 1984 elections had yielded, the country may be spared 
the .sort of coterie rule and its inevitable concomitants of 
authoritarianism, nepotism and corruption which have been the 
hallmark of the Rajiv Gandhi government. 
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Conspiracy Mania 

THE prime minister’s emotionally charg¬ 
ed speech in parliament while announcing 
the government’s decision to institute an 
inquiry into the leakage of the Thakkar 
Commission report could have been 
dismissed as contemptible gibberish, but 
for the sinister way in which an atmos¬ 
phere of inquisition is being built up. 

First, the leakage of the report is being 
blown up, out of all proportions, into an 
unpardonable crime, a national disaster! 
One fails to understand what is wrong in 
a newspaper revealing a documeni which 
the government suppressed on grounds 
(like national .security, sensitivity, etc) 
which have now turned out to be absolute¬ 
ly false. The initial leakage as well as the 
subsequent official publication of a par¬ 
tial version of the report (brought about 
by opposition pressures) have not led so 
far to any disclosure of vital defence 
secrets that might be of interest to 
Pakistan or the US or any other country. 
The information revealed till now can 
hardly provide any tangible weapon for 
any country which may be imagined as an 
enemy by our government which is 
perpetually suffering from nerves about 
possible dangers from the ‘foreign hand’. 
Yet, Rajiv Gandhi is threatening action 
against “unauthorised passing of a secret 
report to unauthori.scd recepients'— 
recalling the provisions of a colonial law, 
the Official Secrets Act. But the fury of 
his patriotic superlatives go off like blank 
cartridges in a country where ‘unauthoris¬ 
ed’ deals, whether ‘benami* occupation of 
land by rich farmers, or under hand tran¬ 
sactions like the Bofors agreement, rule 
the economy. 

Secondly, Rajiv is trying to push the 
opposition to the wall by demanding 
from them unquestioning loyalty to the 
government—all on the plea of some im¬ 
aginary conspiracy. Even a subservient 
judiciary could not accept the charges 


concocted by the intelt^ehw itg^des 
against one of the accused in the Indira 
Gandhi assassination case, and had to let 
him off. The sentencing of another of the 
accused to death is still regarded ques¬ 
tionable by judicial experts. And yet, we 
arc asked to believe whatever the in-, 
telligence agencies tell us in their latest 
attempt to book some people in yet 
another conspiracy case. Given the nature 
of the police and intelligence agencies in 
our country, their prosecution case being 
based on trumped up charges and confes¬ 
sions extorted under torture, as well as 
given the new laws like the anti-terrorist 
legislation which legalise such aberratioas, 
how can one rely on the objectivity of the 
prosecution and the fairness of the 
judgment? 

Lastly, Rajiv is resorting to a sort of 
emotional blackmailing by wallowing in 
sentimental outpourings about his being 
the “only surviving son of an assas,sinated 
mother”. If the opposition, or anyone for 
that matter, fails to share his filial senti¬ 
ments, he or she can be accused of beiii.e 
anti-national, since he conveniently 
bundles together his assumption of the 
prime minister’s olficc with his emotional 
loyalty to his mother: “...1 fulfilled a 
national duty. 1 was also fulfilling a filial 
duty, a duty which a .son owes to his 
motheK’ 

If there is at all any conspiracy in the 
country, it is being hatched by the ruling 
party, which is using all the necessary 
ingredients ranging from a calculated at¬ 
tempt to exaggerate perils, both real and 
imaginary, to veiled and open threats 
against tho.se who refuse to join the stri¬ 
dent chorus of a foreign-funded con¬ 
spiracy, to a melodramatic tickling of the 
popular sentiment of pity for an orphan. 
The aim is to create a frenzy—a madness 
which IS expected to turn into everyday 
life. It is such a madness which is the best 
environment to ensure a Congress(l) vic¬ 
tory in the next elections. In 1972, the 
madness was the euphoria over Indira 
Gandhi’s victory in the then East Pakistan. 


'IA' l^,'’’it'>wb whipped 4(p%i^ tbd ‘ 
lapse of the Janata regime. In 1984, U rode 
on the wave of a well-orchestrated panic 
about instability following Indira 
Gandhi’s assassination and a well-planned 
propaganda piojccting her son as the only 
saviour from this imaginary instability. It 
seems that in 1989, the attempt is to cTeate 
a whirlpool of con.spiracy mania. Will the 
voters fall for it? 

INDIA-NEPAL RELATIONS 

New Phase 

EARLY this week Nepal reportedly indi¬ 
cated its willingness to widen its negotia¬ 
tions and discussions with India to include 
the entire range of issues between the two 
countries, moving away from its earlier in- 
si.stence that only the trade and transit 
issues were open"for discussion. Further, 
it has, also apparently agreed to India’s 
proposal of a single treaty. 

Nepal’s position in the last few weeks 
has been none too comfortable. While it 
may have gained international support for 
its point of view, it has had to put up with 
grave shortages of cs.scntial commodities 
including salt, petroleum, sugar, etc. The 
situation has also given rise to anti-India 
demonstrations and demands for a more 
democratic government in Nepal, neither 
of which the g.’-.ernment there is likely to 
be too happy ai out. 

Nepal’s contention that the trade 
arrangements between the two countries 
are by their very nature short-term and 
should be periodically reviewed while the 
transit issue is of a long-term nature for 
a land-locked country is a valid one to 
which the government of India really has 
no answer. Thus while preferential treat¬ 
ment of Indian goods may have had some 
basis at one time, Nepal’s need to diversify 
its trade would necessarily entail the pro¬ 
gressive adoption of uniform tariffs. Quite 
apart from the obvious political implica-'^ 
tions of such trade diversification fort 
Nepal, it is bound to yield the country 
definite economic advantages. 


ASSISTANT EDITOR 


Economic and Political Weekly needs an Assistant Editor with 
academic backsround in Economics. In addition to editins skills and 
ability to write analytically on current affairs, a serious interest in the 
social' sciences is essential. Experience in journalism will be an 
advantase. Persons lookins for a break from either academics or 
journalism may find this an intcrestins opening. Where essential, some 
assistance towards the cost of housing can be considered. 

Write to Editor, Economic and Political Weekly, Hitkari House, 
284 Shahid Bhagat Singh Road, Bombay 400 038. 


What has really irked India is that 
Nepal has had the temerity not only to 
withdraw the special tariff arrangements 
but has in the last year or so instituted a 
system of work permits for Indians in 
Nepal. According to Nepal at least a 
million people migrated to Nepal in the 
I970.S. In 1983 a task force had suggested 
that strict* measures be imposed for con¬ 
trolling the migration from the south. 
While the Nepal government has sat on 
the report, it has gone ahead with the 
work permit scheme. Over the years the 
influx of Indian traders and businessmen 
has no doubt caused much resentment 
among the Nepalis. India has reminded 
Nepal of ‘reciprocal’ relations in regard 
to Nepalis in India, but it is a moot ques- 
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tiion the demand of a dominant 

country like India for strict reciprocity can 
be taken at face valye. 

The other issue which India has stres¬ 
sed, that of the threat to the country’s 
security which the imports of Chinese 
goods including arms, to Nepal poses, is 
a bogey. Certainly China and Nepal have 
established closer commercial links of late. 
Currently under completion are 37 con¬ 
struction contracts with the Chinese being 
handled by four corporations. And in the 
absence of oil supplies from India, Nepal 
has just concluded a deal for oil from 
China. But none of this is sufficient 
reason for India to bring up the security 
issue in this context. 

Clearly, both India and Nepal have to 
climb down from their respective po.sitions 
regarding the trade and tran.<;it treaty. For 
> India this would mean a recognition of the 
fact that its northern neighbour cannot be 
forever kept under its thumb; and for 
Nepal that, in the situation in which it is 
placed, it must seek more subtle ways of 
a.sserting its interests. 

HEALTH 

AIDS Distortions 

THE manner in which the state and 
central health and drugs authorities have 
dealt with the problem of AIDS is a good 
illustration of the distorted priorities 
which operate in the sector. Almost the 
very first response to the AIDS issue on 
the part of the health planners was to 
institute a research programme on the 
disease with substantial funding. The 
promptness with which the governmcni 
reacted to the issue was certainly 
remarkable. But it is curious that action 
should have started at, in a manner of 
speaking, the top end. While it is com¬ 
mendable that the government should be 
so conscious of getting in at the ground 
floor in a high priority research area, what 
results could have been hoped for when 
so little was known about the extent of 
spread of the infection in India or the 
nature of the disease? And this especially 
al a time when vast amounts of money 
and some of the best available inter¬ 
national expertise in the area were devoted 
to research on the subject elsewhere. 

Soon after this high profile activity got 
under way some desultory attempts were 
made to conduct AIDS surveys of ‘high- 
risk’ populations, that is, prostitutes, with 
tests developed abroad and conducted at 
institutes such as the National Institute of 
Virology (NIV). Predictably, every now 
and then came ‘revelations’ about fresh 
AIDS cases, creating confusion among 
health care institutions and medical pro- 
fmsionals and a scare'among the public. 
And yet no move was made by the health 


authorities to educate people d>out the 
disease. To top it all came suggestions of 
the newly-appointed director general of 
ICMR: to make sexual relations with 
foreigners an offence under the law. Quite 
apart from the absurdity of trying to im¬ 
plement such a law is the moralistic tone 
of the suggestion and even more shock¬ 
ing is the facj that it has little scientific 
'basis. A follow-through of this stance is 
the current spate of AIDS ‘education’ 
advertisement—^Prevent AIDS. Sex out¬ 
side marriage is risky. Be careful—which, 
not surprisingly, say nothing about the 
disease, how it is spread or what should 
be done to check for it. This is in stark 
contrast to some of the educational adver¬ 
tisements in other countries which not 
only provide information about the 
disea.se, but offer practical advice on 
prevention, such as use of condoms, etc. 

But by far the worst instance of the 
government’s action creating panic is its 
response to the issue of contamination of 
blood products. For months after the 
information tirsi became public the 
authorities seemed more concerned about 
covering up foi the firms making the pro¬ 
ducts than helping the affected public who 
included .severely affected patients of a 
variety of afflictions and Rh-negative 
women who had undergone pregnancies. 
Even more surprisingly, last month when 
the NIV announced the results of the 
sample tests it had been conducting on the 
blood products, it would not divulge the 
names of the companies concerned. Such 
refusal must be termed not only unethical 
but inhumane. Only on April 4, more than 
two months after the blood products issue 
first became public, did the government 
issue an announcement that all tho.se who 
had taken blood products in the last two 
years should get their blood tested for 
AIDS at any of the approved 40 AIDS 
centres in 30 cities. This announcement, 
it must be stressed, has come not in the 
form of an advertisement which would 
catch people’s attention, but as a press 
release and does not list the centres. No 
attempt has been made to broadcast or 
telecast the information or list the places 
where such facilities are available. 

One is hard put to it to understand just 
why a ministry which talks so glibly of 
achieving ‘health for ail’ by 2000 AD can 
so badly mismanage an important health 
issue. Or maybe it is because slogans have 
become so important that ground realities 
have been given a go by. 

SRI LANKA 

What Next? 

THE Week-long ceasefire by the Sri 
Imikan government which came to an end 
on Friday may not have achieved what 


president Premadasa hoped it would. 
However, it does appear to have changed 
the pace of Sri Lanka’s internal politics. 
As of now the meeting between the LTTE 
representative and the Sri Lankan govern¬ 
ment is to take place by the middle of next 
week and a further ceasefire has been 
hinted at. Whether this meeting will yield 
anything will depend to a great extent on 
the attitude of the LTTE. 

In the last fortnight the Premadasa 
government appears to have made 
numerous concessions in an effort to 
bring normaic 7 and peace. With the an¬ 
nouncement of the ceasefire was announ¬ 
ced a plan for ‘rehabilitation’ of the 
militants, generally directed at the Sinhala 
militants of the south, which was thought 
to be so attractive that a large number of 
youth were expected to lay down arms and 
surrender in exchange for jobs. This did 
not take place, however, and the number 
of those who surrendered according to the 
.Sri Lankan government was less than 200, 
and even this number remains unconfirm¬ 
ed. The JVP rejected the offer and the 
ceasefire periled was marked by a number 
of attacks and bomb blasts, including 
mining operations, which strengthened 
the speculation of an LTTE-JVP link. The 
JVP continued to call Premadasa a 
‘murderer’ and accused the government of 
signing away a part of the country’s 
territory to India. 

In the north the situation is even more 
complex. Colombo's announcement put 
the Indian government in something of a 
quandary. The IPKF was reportedly in the 
middle of yet another intensive operation 
against the LTTE and was not keen on a 
ceasefire. But more important, the Indian 
government’s stand has been to support 
the provincial government, which the 
LITE opposes. Certainly the need to pro¬ 
tect the provincial government now pro¬ 
vides the strongest rationale for the 
presence of the IPKF. Thus Premadasa’s 
offer puts the Indian government in the 
curious po.sition of defending the accord 
while at the same time appearing to defy 
it. That is, having repeatedly reiterated the 
understanding that the IPKF was in Sri 
Lanka at the request of the §ri Lankan 
government it could not afford to ignore 
the announcement of a ceasefire. It was 
only after some deliberation that the 
Indian government agreed to it, but 
stipulated that the IPKF would continue 
to maintain peace in the region, for which 
purpose it had been put there in the first 
place. 

The LTTE’s first reaction was predict¬ 
able enough. It took its usual uncompro¬ 
mising stand that the ceasefire was more 
a threat than anything else. It accused 
Premadasa of having ignored the basic 
problems and said it would not co-operate 
so long as the IPKF remained in the 
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north-«ast. But within the week and to the IPKF, the various parties hi the Sri groundnut oil in Bomtaiy to jotie ^ 
mainly through the efforts of the EROS, Lankan mess seem to have found a com- 21 per amt, of rapeseed oil by 17 per cent, 
the LTTE sent a letter to the president mon cause. That is the LTTE’s first of cottonseed oil by 19.6 per cent, of soy- 
accepting his offer of uiks. The EROS demand and Premadasa would be only bean oil by 19.2 per cent and of edible 
which has bojvotted parliament over two too happy to be rid of them at this point, grade rice bran oil by 22.8 per cent. Rarely 
issues—release of Tamil prisoners and the This would also Find favour with the JVP. have prices been known to have risen so 
repeal of the sixth amendment which Another LTTE demand would seem to be sharply in the midst of the marketing 
requires alt members to take an oath of the dismissal of the EPRLF-lcd govern-. season. The rise has been particularly pro¬ 
loyalty to a unitary Sri l.anka—has been ment in the north-east, which is another nounced between April 10 and 19, with 
acting as intermediary between the LTTE demand the government would appear to groundnut oil up by 11.6 per cent, 
and the government and had, in fact, be happy to concede. rapeseed oil by 8.8 per cent, cottonseed 

appealed to Premadasa that a ceasefire It would seem that India is well on the oil by 10 per cent, soybean oil by 9.7 per 
would put pressure on the militants to way to a considerably diminished presence cent and edible grade rice bran oil by 11 
reciprocate. in Sri Lanka. It remains to be seen how per cent. 

Ironically enough, in their opposition New Delhi will react to this prospect. The .steep rise in prices must have been 
_ a source of great embarrassment to the 
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civil supplies minister Sukh Ram who had 
convened a special meeting on March 23 


EDIBLE on .S 

Steep Rise in Priees 

THE edible oils .scenario has undergone 
a sea change over the past few weeks. Ap¬ 
prehensions about the market developing 
fresh weakness undei the mounting 
pressure of bunipci rabi crop supplies 
have given way to concern over the .steep 
rise in prices. Bullish fervour has firmly 
seiited the oilseeds market in complete 
disregard of record indigenous supply 
which, on latest reckoning, could well ex¬ 
ceed the aggregate supply last sea.son— 
indigenous production plus imports. Talk¬ 
ing to a cross.section of the trading 
fraternity, the impression one gathers is 
that if the government does not take cor¬ 
rective action it might find it drfficult to 
enforce the upper limit of the price band 
(Rs 20,W)0-R.s 25,(XX) per tonne) stipula¬ 
ted under the integrated policy for 
oilseeds. 

The trade estimates put up at the lOth 
all-India seminar on rabi oilseeds crops 
held at Ahmcdabad on April 10 placed 
rabi production in the current season at 
77.80 lakh tonnes (excluding three lakh 
tonnes of copra)—up 27.5 per cent over 
the previous season's final official figure 
of 61 lakh tonnes. The major increases are 
under rape-rnustaid seed-- -42 lakh tonnes 
against .^3.7 lakh tonnes in the previous 
sea.son-.and summer groundnut—21.8 
lakh tonnes (in shell) agaitist 16.6 lakh 
tonnes previously. 

Earlier, the Calcutta convention held on 
November 27 had estimated kharif oil¬ 
seeds production at 88 lakh tonnes show¬ 
ing an increase of 40 per cent over the 
previous season’s ofricial figure of 62.8 
lakh tonnes. The major increases were 
under groundnut—57 lakh tonnes in shell 
(against 40.1 lakh tonnes) and soybean 17 
lakh tonnes (against 9.8 lakh tonnes). Ikk- 
ing rabi and kharif figures together, pro¬ 
duction of nine oilseeds this season comes 
to 165.80 lakh tonnes7-up 33.9 per cent 
over die previous season’s output of 123.8 
lakh tonnes and 28 per cent higher than 


the previous record production of 129.50 
lakh tonnes in 1984-85. 

According to (he union minister of state 
for food and civil supplies Sukh Ram, 
who inaugurated the Ahmedabad seminar, 
the agriculture ministry had estimated 
oilseeds production in 1988-89 at 160 lakh 
tonnes as compared to 122 lakh tonnes 
last war. Interestingly enough, according 
to a ^I report issued the same day, the 
union agriculture minister Bhajan l>al told 
newsmen in Delhi that India’s oilseeds 
production in 1988-89 is now estimated at 
178 lakh tonnes—23 lakh tonnes more 
than the earlier estimate of 155 lakh 
tonnes. 

The difference in the figures put up by 
Sukh Ram and Bhajan Lai is much too 
wide to escape notice and is worth poin¬ 
ting out. Unless the ministers are totally 
unconcerned about the government’s 
credibility thQi need to exercise due cau¬ 
tion and restraint in announcing produc¬ 
tion figures because they constitute the 
basic data for evaluating policy inputs and 
they have an important bearing on the 
overall behaviour of prices. 

it would certainly be of great interest 
to know how the union agriculture 
ministry came to revise the oilseeds pro¬ 
duction figure from 155 lakh tonnes to 178 
lakh tonnes as the increase is really stag¬ 
gering. Unless Bhajan Lai has been mis- 
reported or it is a case of printing error, 
one could scarcely be accused of inferr¬ 
ing that the 178 lakh tonne figure is in¬ 
tended to impress the gullible public that 
the government has succeeded in achiev¬ 
ing a major breakthrough in production 
and self-sufficiency in oilse^s is now 
within easy reach. 

Unquestionably, the most notable 
aspect of the emerging edible oils scemuio 
which has intrigued most observers is the 
behaviour of [»ices. Edible oil prices have 
registered'the sharpest rise so far this 
season and it has come about when the 
movement of the record raU crops should 
normally be getting into full swing. 

In less thtm four weeks, the price of 


to persuade the manufacturers and 
packers of popular brands of edible oil to 
effect a ‘voluntary’ cut in their prices 
ranging from 50 paise to Rs. 1.50 a kg. 
The call for a cut in prices when the 
government itself was stepping up its ef¬ 
forts to lift prices to the minimum level 
of Rs 20,(X)0 a tonne stipulated under its 
integrated policy foi oilseeds made little 
sense. It is a telling illustration of lack of 
co-ordination between two ministries 
dealing with the same commodity. 

Apparentiy, massive purchases by the 
NDDB and other state-level procurement 
agencies have made a profound impact on 
the market. The shift in the market in¬ 
tervention strategy—effecting procure¬ 
ment at the prevailing prices instead of at 
support prices—has completely trans¬ 
formed the trading sentiment. How much 
oil has been purchased by the various 
curement agencies is not known. But n is 
doubtful whether that alone could have 
brought about such a steep rise in prices. 
The market would not have behai^ the 
way it has if the trading community and 
speculative elements had not fully 
exploited the profound change in market 
psychology. 

The recent spurt has carried edible oil 
prices very close to those prevailing at this 
time last season. Groundnut oil is, in fact, 
now costlier than a year aga 1b put it dif¬ 
ferently, consumers no longer have the 
benefit of record domestic supply which 
is as big. if not bigger, as the aggregate 
supply—indigenous production plus 
imports—last season. 

Once edible oil prices move above the 
minimum of Rs 20,000 a tonne prescribed 
under the integrated policy, NDDB and 
other procurement agencies would seein 
well-advised to refrain from carrying out 
further purchases. This would help con¬ 
tain within manageable limits the bullish 
fervour that has now finnly seized the- 
market. It would be unfoitunate if the 
government were to resort to imports of 
edibte oil to check prices Bom rising above 
the upper limit of the {nice band— 
Rs 25,oio0 a tonne 
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Going by the union agriculture 
minister’s figure of 178 lakh tonnes and 
the technology mission’s hefty claims 
about its contribution to record oilseeds 
production this season, achieving the 7th 
Plan target of 180 lakh tonnes in 1989-90 
should pose little difficulty provided, of 
course, weather conditions remain 
favourable throughout the season. 

This is not to suggest that the govern¬ 
ment should not adopt appropriate 
measures to facilitate fuller exploitation 
of the existing oil bearing resources. The 
system of excise rebate for the use of 
minor/non-traditionai oils by the vanas- 
pati industry has not only outlived its 
usefulness but it is now being grossly 
abused. The vanaspati industry is reported 
to have already accumulated about Rs 100 
ifCTore by way of rebate earned in excess of 
^the permissible amount of Rs 1,000 a 
tonne. Though the industry cannot encash 
this claim, the government is under 
obligation to adjust this claim against 
future clearance even for non-rebatable 
oils. Shorn of technicalities, the accumu¬ 
lated rebate which belongs to the 
vaifaspati industry has the semblance of 
undisclosed profit which escape,s tax 
liability. The only way to overcome the 
abuse of the rebate system and to achieve 
the much desired objective of fuller ex 
ploitation of the existing oil bearing 
materials is to offer direct assistance to 
producers of these oils linked to increased 
quantity of oil produced. 

SHIPPING 

^ In the Dumps 

FOR the fourth year in succession, the 
Indian merchant fleet suffered a decline 
in 1988. As on January 1,1989, the Indian 
fleet comprised of 319 ships of 56,53,087 
grt as against 325 ships of 57,08,266 grt 
a year before. 

The decline in tonnage was owing to 
new acquisitions falling short of the dele¬ 
tion of old and uneconomic vessels en¬ 
gaged mostly in the liner trades. The gross 
additions, excluding ofTshoie support ves¬ 
sels (OSVs), during 1988 were 21 ships of 
2,65,694 grt against 23 ships of 3,12,017 grt 
in 1^7. The deletions on account of sales 
and scrapping, on the other hand, total¬ 
led 23 ships of 2,77,188 grt during 1988 
as compai^ with 27 ships of 4,28,899 grt 
in the previous year. 

With very few exceptions, almost all the 
shipping companies turned sick and 
several of them went into liquidation 
during the prolonged recession which hit 
the shipping industry all over the vrorld. 
Consequently, Indian shipping could not 
augment its fleet even when the prices of 
ships had touched rock bottom levels. 

it now ^ipean that flu from hitting the 


Seventh Plan taiget of 7.5 million grt, the 
country’s tonnage will slip to 5.7 million 
grt at the end of the Plan pmod (1989-90) 
from 6.3 million grt at the beginning of 
the Plan. The picture becomes still bleaker 
if one takes into account the fact that 
almost 40 per cent of the fleet is over 15 
years old and is in need of replacement. 
Moreover, the target of 7.5 million grt had 
been originally fixed for the Sixth Plan 
compared to the achievement of 5.54 grt 
by the end of the Fifth Plan. However, 
against the envisaged target of adding 
about two million tonnes during the Sixth 
Plan period, the actual addition turned 
out to be a mere 0.8 million tonnes 
be..ause of the severe recession in world 
freight markets. Consequently, the same 
target, vw, 7.5 million tonnes, was fixed 
for the .Seventh Plan. Since the tonnage 
is expected to show a decline at the end 
of the Seventh Plan, the same target of 
7.5 million tonnes has now been set for 
the terminal year of the highth plan. 

A package of incentives for shipping 
proposed by the surface transport ministry 
to revive the ailing shipping industry is 
hanging fire even after being discussed at 
various levels over the past two years. The 
delay in finalising the package has already 
caused considerable damage and could 
make the target originally set for the Sixth 
Plan period elusive even at the end of the 
Ligth Plan. 

With the firming up of the world 
freight markets, the shipping industry 
seems set to come out of the decade-long 
recession. I he need is to augment the 
tonnage to take advantage of the promis¬ 
ing outlook. Unlortunately, prices of 
ships in the international market have in¬ 
creased substantially during the last one 
year. Over the last six months alone they 
have gone up by almo.st 50 per cent and 
this upward trend is expected to continue. 
This factor is likely to hamper the coun¬ 
try’s efforts to augment the shipping 
tonnage during the Eigth Plan period. 

A review undertaken by the surface 
transport ministry shows that the private 
sector's plan to acquire 111 ships is lagging 
far behind. Though the ship acquisition 
licensing committee had approved the 
proposals promptly, only 30 acquisitions 
have fructified so far. This is attributed 
to the delay in finalising the proposed 
package of fiscal incentives for the 
industry. 

The working group on shipping in the 
Eighth Plan has suggested an outlay of 
Rs 10,000 crore (of which Rs 8,000 crore 
in foreign exchange) for the sector to 
achieve the cargo handling target of 116 
million tonnes for Indian bottoms. The 
industry in its present financial position 
will find it extremely difficult to raise 
resources of this order. 




TWENTY YEARS AGO 

EPIV, April 19, 1969 

By supporting—in fact, sponsoring— 
the [recent I bandh the West Bengal 
government had, according to Chavan, 
abdicated its responsibilities under 
Articles 256 and 257 of the constitution. 
This is a partial view of the constitutional 
position. While it is the responsibility of 
state governments to safeguard central 
government agencies in the states, 
Chavan himself has in the past taken a 
contrary position. 

The home minister’s position thus is 
that maintenance of law and order is the 
responsibility of state governments, for 
failure to discharge which they are liable 
to be charged with violating the constitu¬ 
tion, but the centre is free to poke its 
finger in the pie at will. Administrative 
problems aside, this is thoroughly un¬ 
tenable politically... The firing at point- 
blank range on a crowd of workers of the 
Cossipore gun and shell factory, resulting 
in a number of casualties, caused bitter¬ 
ness and resentment ail over West Bengal 
and in Calcutta particularly... The ac¬ 
tion of a central government agency had 
created a highly sensitive political situa¬ 
tion for the state government which, had 
it shared the union home minister’s view 
of its responsibilities would have landed 
itself in a first-class political crisis. 

This posititm would not have appeared 
so radical before the centre’s police forces 
had proliferated as. much as they have... 
Pan of the impetus for the proliferation 
of central police forces and their liberal 
deployment came from the unwise readi¬ 
ness of the states to pass on some of their 
police expenditure in this way to the 
centre. 

The fiction that there is such a thing 
as “law and order’’ in the abstract has 
to be given up and it has to be realised 
that any government’s attitude to law and 
order is necessarily coloured by its 
ideology and/or composition. Within the 
narrow enough limits set by the constitu¬ 
tion, this is as it should be. 

★ ★ ★ 

The published version of the defence 
plan for 1969-74 leaves everything to the 
imagination, though one suspects that 
little of that quality has gone into its 
making... The moment one gets away 
from the broad goal of defence against 
two known enemies, it is impossible for 
any resident of this country to know 
either the precise objectives of large 
defence outlays or the means proposed 
to maximise defence effectiveness or, for 
that matter, to minimise the foreign ex¬ 
change component. And, in the general 
hush-hush that envelops defence matter, 
there is no independent mechanism for 
evaluation of the progress achieved in re¬ 
equipment, production and, most of all, 
research and development. 
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STATISTICS 







Variation (per cent) 


1 

Index Niunben of Wholeoale Pricr» 


(.atest 

Over 

Over 

Over 





(1970-71 = 100) 

Weight 

Week 

L.ast 

Last 

March 

In 

In 

In 

In 



(1-4-89) 

Month 

Year 

25, 1989 

88-89* * 

87-88 

86-87 

85-86 

All Commodities 

KXK) 

445.6 

1.0 

6.5 

0.2 

6.3 

5.3 

5.7 

7.1 

Primary Articles 

417 

410.4 

- 0.5 

4.9 

-0.3 

4.8 

52 

2.0 

4.8 

Food Articles 

298 

410.8 

-1.4 

9.0 

-0.6 

9.1 

6.6 

6.8 

6.4 

Non-food Articles 

106 

368.5 

2.6 

6.0 

0.5 

-6.7 

6.4 

-10.2 

-2.3 

Fuel, Power, Light and lAibricaiUs 

85 

700.8 

0.5 

4.9 

— 

5.2 

6.8 

11.9 

2.6 

Manufactured Products 

499 

431.8 

2.4 

8.4 

0.6 

7.9 

4.9 

7.2 

6.0 






Variation (per cent) 



Coat of Living Index 


1 .atest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1988 

87-88 

86-87 

85-86 

84-85 

For Industrial Woikers I960 = 100 

813' 

-0.6 

8.0 

8.0 

9.1 

8.8 

6.5 

6.4 

For Urban Non-Manual I-mplovecs 1984-85 - 100 

138'® 

1.5 

7.8 

7.0 

9.6 

7.9 

7.9 

8.1 

For Agricultural Labourers July 60 to 

741'2 

0.5 

13.3 

12.6 

9.8 

4.8 

4.8 

0.2 

June 61 100 














'^nation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 







Week 

l.asl 

Last 

March 

In 

In 

In 

In 



(24-1-89) 

Month 

Year 

25. 1988 

88-89 

87-88 

86-87 

85-86 

Money Supply (M^) 


1,89,885 

2,660 

27,225 

27.225 

27,225 

22,027 

22,295 

14,423 




(1.4) 

(16.7) 

(16,7) 

(16.7) 

(15.7) 

(18.8) 

(13.9) 

Net Bank Credit to Government Scctoi 

Rs crore 

96,847 

- L.‘!82 

12.738 

12,738 

12,738 

12,811 

12,776 

6,555 

Bank Credit to Commercial Sector 

Rs crorc 

1.24,287 

3.055 

18,752 

18,752 

18,752 

12,389 

11,294 

10,963 

Net Foreign Exch Assets of Banking Scctoi 

Rs crore 

6,098 

1,441 

637 

637 

637 

673 

1,314 

13 

Deposits of Scheduled Commercial Banks 

Rs crore 

1,39,430 

1,369 

21,385 

21,385 

21,385 

15,321 

17,320 

13,160 




( LO) 

(18.1) 

(18.1) 

(I8.I) 

(14.9) 

(20.3) 

(18.2) 

Foreign Exchange Assets’* 

Rs crore 

6,308 

1.327 

- 830 

-830 

-830 

-508 

604 

-1-197 

Index Numberx of InduKtrial 

Weights 

Latest 








Production 


Mont li 

Averages for* 


Variation (per cent) 


(1980-81 = 100) 


(Dec) 



In 


In 

In 

In 



1988 

1988-89 

1987-88 1986-87 1985-86 1984-85 

1983-84 

General Index 

100.0 

193 5 

176.2 

161.0 8.9 


8.7 

8.6 

6.7 

Basic Industries 

J9.4 




9.4 


6.8 

11.1 

6.0 

i Capital Goods Industries 

16.4 




18.2 

10.6 

3.0 

11.7 

Intermediate Goods Industries 

20.5 




4.3 


7.5 

9.7 

9.8 

Consumer Goods Industries 

2.L6 




5.3 

12.5 

7.2 

1.6 

Durable Goods 

2-6 




19.5 

18.7 

21.6 

16.1 

Non-Durable Goods 

21.0 




2.6 

11.5 

5.1 

-0.4 

Note: The index numbers of industrial production bv use-based classification are not available bevond March 1987 



Foreign Trade 

(Iml 

Latest 

Cumulative for* 








Month 










(Jan 89) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Exports 

Rs ctore 

1,960 

15,992 

12,603 

15,719 

12,569 

10,895 

11,744 

9,771 






(25.1) 

(15.4) 

(-7.2) 

(20.2) 

(11.0) 

Imports 

Rs crore 

2,426 

22,989 

18,029 

22,343 

20,201 

19,658 

17,134 

15,831 






(10.6) 

(2.8) 

(14.7) 

(8.2) 

(10.8) 

Balance of ILadc 

Rs crore 

-466 

6,997 

- 5,426 

-6.624 

-7,632 

- 8,763 

- 5,390 

-6,060 

Employment Exchange MlatistieH 

Unit 

Latest 

Cumulative for* 








Month 










(Dec 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on Live Registers 

Thousand 

30,050 

.30,050 

30,247 

30,247 

30,131 

26,270 

24,861 

23,034 

(as at end of period) 



( -0.7) 

(0.4) 

(0.4) 

(0.4) 

(0.4) 

(7.9) 

(16.6) 

Number of Regislialions 

Thousand 

526 

6,028 

5.465 

5,465 

5,473 

5,824 

6,220 

6,756 




(10.3) 

(-0.2) 

(-0.2) 

(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

Number of Vacancies Notified 

Thousand 

42 

542 

621 

621 

616 

683 

707 

827 




(-12.7) 

(0.8) 

(0.8) 

(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

Number of Placements 

Thousand 

26 

340 

360 

360 

356 

388 

407 

486 




(-5.6) 

(LI) 

(LI) 

(-8.2) 

(-4.7) 

(-16.3) 

(2J) 

Income 

Unit 

1987-88® 

1986-87 •* 

1985-86* • 

1984-85 

1983-84 

1982-83 

I9>M2 

1980-81 

Gross Domestic Product (current prices) 

Rs crore 

2,93,306 

2,60.680 

2,33,305 

2,06,732 

1.86,406 

1,58,851 

1,42,876 

1,22,226 

Gross Domestic Product (1980-81 prices) 

Rs ctore 

1.70.363 

1.64,441 

1,56,083 

1,48,955 

1,44,391 

1,33,830 

1,29,776 

1,22,226 

Per Capita Income (1980-81 prices) 

R^upees 

1.918 

1,892 

1,836 

1,791 

1.781 

1,687 

1,686 

1,627 

* For curtent year upto latest month for which data are available and for corresponding period of last year. 



** Excluding, gold and SDRs, t Upto latest month tor which data are available. 






-f Provisional data. (§ Quick estimates. 










(1) Superscript numeral denotes month to which figure relates, e g, superscript' 

indicates that the figure is for January and so on. 

(2) Figures in bnckeis denote percentage variation over previous perit^. 
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COMPANIES 


WALCHAND INDUSTRIES 

R and D Pays 

WALCHANDNAGAR INDUSTRIES 
has turned corner with a modest profit for 
the year ended September 1988 after suf¬ 
fering losses during two previous years. 
With these losses, the company’s working 
capital position had become precarious, 
adversely affecting its regular working. 
The management decided to sell the com¬ 
pany’s machine tool division at Chin- 
chwad to Premier Automobiles. This 
brought in the required funds not only to 
regularise the accounts with the bankers 
and the financial in.stitutions, but also to 
, augment the working capital resources for 
'^the lucrative industrial machinery divi¬ 
sion. Increased production has restored 
ibe confidence of customers and the divi¬ 
sion has also been able to get suitable 
advances from customers against the 
orders thus received. The new chairman, 
Bahubali Gulabchand says that the cur- 
renuyear’s operations hold a gosnl promise 
for a further improvement in the pio- 
fitability of the company. 

The sugar directorate of the central 
government has recently sanctioned some 
new sugar factories as well as expansion 
plans for several sugar units throughout 
the country. This augurs well for the com¬ 
pany which has already secured orders foi 


sugar plants amounting to Rs.30 crore. 
Most of these orders will be executed in 
1989 and further orders of same magni¬ 
tude are expected for the next few years. 
The R and D section has done splendid 
work in developing an auto setting mill, 
for which the patents have been applied 
for. 

The’eompany is well-equipped to carry 
out hi-tech fabrication and machining 
work for the huclear plants, space research 
organisation, etc, for whichfurther orders 
have been received and thus business is 
expected to grow in the years to come. tTic 
company will, however, have to make fur¬ 
ther investments in equipment required 
for production of these items. The sale of 
the sugar plant to Indapur Sahakari 
Sakhar Karkhana is finalised and the 
company will be transferring the plant, 
during the current year. The sale proceeds 
will be utilised for clearing the dues to 
Maharashtra State Karmiiig Corporation. 
The directors also propose to sell the 
company’s investment in Walchand 
Tandur C ement Company. The company 
has emered into a collaboration agreement 
with MAAG Gear Wheel Company of 
Switzerland for technical back up for 
manufacture of gear boxes for Corvette 
ships. This will help the company in 
execution of orders from Indian Navy and 
improve its technical expertise. 


Meanwhile, the company’s R and D 
efforts have borne fruits. The company 
had developed two products, vi/, hyper 
extraction rolls and VAC oils for sugar 
mills, for which patent apphcation.s have 
already been filed. These products are 
expected to give good business to the com¬ 
pany. Similarly, iiiiioduciion of WAL- 
KONTl 1150 DC centrilugal machine 
developed by the company is well recei¬ 
ved by the market. Microprtvi ssor based 
system for automatic control ot high per¬ 
formance centrifugal machines has al.so 
received positi .'c response The models of 
AGNII.AL'NCHfcR and Polar Satellite 
Launch Vehicle, in which the company’s 
R and 1) has a contiibution, aie being 
displayed at the 8th Indian Engineering 
Trade Fair organised b\ CFT in Ness Delhi. 
The in-house dcvelopniciu of autii setting 
mill for the sugat plant is ifie first of its 
kind in the world and patent application 
for the .same is filed. 

During 1987-88, the conipain's sales 
amounted to Rs 57.05 eiote as againsi 
Rs 96,63 crore in ihe preceding 18 nionihs 
and the oiiicoinc was a gross ptofii o( 
Rs 20 lakh against a whopping los^ of 
Rs 10.06 ciore. I his was Ihe fiisi lull year 
after sale of the machine tool doision. 
Turnover of itidiisiiial niaehineii di.'i^ion 
on pm rata basis incrca.sed eimsideiablv 
as compared to the previous period. I he 
order book position has shown a dcfinile 
improvement ovci the past iwo >eais. The 
company booked orders worth Rs 78 
crore. whereas the orders outstanding at 
the end of the year have been to the tune 
of Rs 115 crore. Ordcis have already been 
secured to cover the entire planned pro¬ 
duction for 1988-89. The company has 
also secured orders for develiipment and 
supply of gear boxes to Indian Navy for 
fleet tankers, frigates and Corvette shijis. 
The orders on hand for gear boxes to be 
supplied in the course of the next few 
years amount to Rs 14 crore. 

At Satara Road, operations have been 
restricted to supplying heavy castings to 
the machine tool division ol Premier 
Automobiles and a few othei customers. 
Attempts are being made to load the 
machine shop with jobbing work. The 
crushing of sugar cane during the period 
was undertaken in collaboration with 
Indapur Sahakari Sakhar Karkhana. This 
collaboration continues during the current 
season too. The sugar division crushed 
2,54,512 tonnes of sugar cane and produc¬ 
ed 2,49,976 bags of sugar as against 
2,42,842 tonnes of cane crushed and 
2,54,597 bags of sugar produced previ^^ 
ously. The average recovery was lower at 
9.80 per cent against 10.46 per cent. The 
company has entered into a tripartite 


Hie Week’s Companies _ (Rs Lakh) 

Walchandnagar Andhra Cement _ Ennore Foundries 

Latest year Last Year Latest Year Last Year Latest Year Last Year 




30-9-88 

30-8-87* 

31-3-88 

31-3-87 

31-12-88 

31-12-87 

Paid-up Capital 


3S0 

330 

1193 

952 

432 

432 

Reserves 


3423 

3339 

239 

1154 

1010 

922 

Borrowings 


3294 

3404 

9314 

8147 

916 

891 

of which Ihrm Borrowings 


1270 

1392 

8075 

7163 

530 

492 

Gross, rued assets 


9939 

10003 

12290 

11080 

3122 

2986 

Net fixed assets 


4738 

4814 

10017 

9522 

1302 

1319 

Investments 


146 

III 

26 

26 

14 

— 

Curient liabilities 


4369 

4476 

2601 

2188 

1109 

919 

Current assets 


6044 

6293 

2998 

3093 

1978 

1678 

Stocks 


2823 

2398 

1034 

1229 

828 

773 

Book debts 


1443 

1654 

770 

789 

602 

436 

Net sales 


3705 

9663 

4179 

5192 

4892 

4012 

Other income 


530 

336 

176 

X3 

19 

15 

Raw material costs 


3106 

3040 

1010 

1208 

2483 

1847 

Wages 


1113 

2330 

488 

340 

866 

777 

Interest 


302 

998 

913 

481 

170 

153 

Grots profit (+)/loss (-) 


20 

-1006 

-779 

426 

395 

372 

Depreciation provision 


— 

— 

643 

357 

1% 

208 

Ikx Provision 


— 

— 

— 

— 

35 

40 

Net profit (+)/lots{-) 


20 

-1006 

-1424 

69 

144 

124 

Investment allowance reserve 


— 

— 

— 

— 

13 

— 

Ikansfer to reserves 

Dividend 


— 

— 

— 

3 

SO 

52 

Amount 

P 

— 

— 

— 

3 

— 

— 


E 

— 

— 

— 

92 

81 

72 

Rate (per cent) 

P 

— 

— 

— 

13.30 

— 

— 


E 

— 

— 

— 

10 

18 

16 

Cover (times) 

Katios (per cent) 


— 

— 

— 

0.72 

1.77 

1.72 

Oroti profli/aalet' 


0.35 

— 

— 

8.20 

8.07 

9.27 

Net ptofil/EVittl employed 


— 

— 

— 

3.28 

9.8S 

9.02 

Inaemoriei/iatet 


49M 

26.88 

24.74 

23.67 

16.92 

19.26 

Whgag/aaki 


19.34 

24.11 

11.68 

6.93 

17.70 

I9..36 


-•M months 


Ap«l^22,19W 
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agreement with Maharashtra Stale Farm¬ 
ing Corporation and ISSK. as a result of 
which part of the dues of MSFC aggre¬ 
gating Rs 319.38 lakh will be discharged. 
The balance would be paid by end of 
November 1990 in inslalmenis. The com¬ 
pany had executed two major export turn¬ 
key projects for setting up cement plants 
in Nepal and Indonesia lioth thc.se plants 
are operating sati.sfactoi ily. l urthei orders 
from these parties foi supply of s(>aies are 
expected. 

ANDHRA Cl MI Nl 

Glut Eff(*c*t 

ANDHRA CI MINI < OMl'ANV has 
suffered u severe seil'ack m I's petfor- 
mance during 19X7-K.S due shiefls to the 
power problem. II could achiese a capaci- 
(y uiilisaiion ot only 4S pci cent I’todue- 
tion ol cement at all the three units was 
5,96,514 tonnes against t.i9,207 tonnes in 
the previous year. I.aigc powercuts of a 
magnitude urprecedented in Andhra 
Pradesh were imposed. l uiihetmoic. the 
cut was applied to lanuais. I9lv7 base 
without taking into account the ineieas 
cd requirement of the e'panded capaci¬ 
ty. The company was thus not able to 
maintain even last yeai's pioduction On 
the other hand, letihs.ilion sUi fiec sale 
cement declined, costs meteased sharply 
and the burden ol inieiest mounted up. 
Effective from .luly 1‘>K7, the powei tariff 
increa.scd by 27 paise pet unit and the 
wage bill also increased coiisciitient upon 
the agreement cntcicd into v, iih woikers 
union. During the year, lew cement prices 
were not incieased tiud the I'lkes con¬ 
tinued to be much beloss the cost of pro¬ 
duction. There has been an increase in the 
retention price of lev v cement by Rs 47 
per tonne effective liom .Scptembci 1988. 
But the directors say this is not adequate 
and the cement industi > has retpiested the 
government for suitable reliefs to ensure 
a fair return on capital. 

While company’s sales turnover declin¬ 
ed from prcsious ycai’s Rs 51.92 crore to 
Rs 41.79 crore, the year’s outcome was a 
trading loss ol Rs 7.79 woic against a 
gross profit ot Rs 4,26 erore. After 
depreciation, there was a staggering net 
loss of Rs 14.24 crore against a net profit 
of Rs 69 lakh. As the powercut of 80 per 
cent was in force till the end of .Inly 1988, 
production during the fiist half of the cur¬ 
rent financial year also sulfcred heavily. 
The company availed additional power 
supplied by APSEB at a cost of about 
2'/3 times the normal tariff, which works 
out to an additional cost of Rs 180 per 
tonne. TVvo DG .sets of 5.8 MW each have 
already arrived and arc under installation, 
after which powercuts up to 50 per cent 


will be taken care of. APSEB has already 
indicated that powercuts are on the anvil. 
After the availability of full power, the 
Durgapuram unit has almost achieved in¬ 
stalled capacity of a million tonnes per 
annum during October, 1988. At present 
there is surplus of cement in the country 
and there is intense competition in the 
market. 

The government has announced a 
policy of incentives for exports. The com¬ 
pany has entered into an agreement for 
supply of slag from the Vizag steel plant 
which is scheduled to commence from 
.Inly, 1989. This should reduce freight 
costs on slag and increase production of 
the Vi/ag unit considerably. In order to 
partly finance acquisition of DG sets, in¬ 
stallation of certain balancing equipment 
and over-run in the project cost of the 
expansion schemes, the company comple¬ 
ted the ‘rights’ equity issue of 68,55,948 
shares. After the closure of the wet pro¬ 
cess kilns, the Vijayawada unit is opera¬ 
ting as a grinding unit only. The company 
introduced a voluntary retirement scheme 
and about 626 workers have opted for 
retirement. The diicctors say that further 
raiioiiahsaiion is necessary to make the 
unit viable. The Board of Arbitration for 
cement indu.stry made an interim award 
on .lanuary 22, 1988 sanctioning an ad¬ 
vance ol Rs 2,500 to each worker to be 
adjusted against the benefits of the final 
award. The employees of the company 
entered into an agreement with the com¬ 
pany before the said interim order and 
opted out of the arbitration. 

ENNORE FOUNDRIES 

Export Breakthrough 

ENNORt FOUNDRIES has performed 
well during 1988 in spite of various con¬ 
straints, such as erratic material supply. 
There was an unprecedented cost escala¬ 
tion in respect of foundry inputs. Not¬ 
withstanding this, there has been appre¬ 
ciable increase both in production and 
sales which reached 28,063 tonnes and 
27,941 tonnes, respectively, the growth 
being II per cent. The company has main¬ 
tained its leadership in the foundry in¬ 
dustry by continuous upgradqtion of 
technology and by enlarging the customer 
and product range. Today, the company 
supplies castings for almost all the new 
generation vehicles made in the country. 
The technology upgradation programme, 
which envisages the installation Of a high 
pressure automatic shoot squeeze mould¬ 
ing plant in replacement of the existing 
moulding lines in the iron foundry, is 
under implementation and will be com¬ 
pleted by the end of 1990. 

On sales of Rs 48.92 crore against 


Rs 40.12 crore previously, the company 
has earned a gross profit of Rs 3.95 crore 
against Rs 3.72 crore. Net profit is also 
higher at Rv 1.44 crore (Rs 1.24 crore). 
The directors have raised dividend by 
2 points to 18 per cent which is cover¬ 
ed 1.77 times by earnings as against 
1.72 times previously. The management is 
giving special attention to develop export 
market as a long-term strategy. The com¬ 
pany, which hitherto served the domestic 
market, has achieved a breakthrough in 
the highly competitive international 
market with firm orders from leading 
vehicle manufacturers in the UK and Italy. 
With the assistance of the Hinduja group 
and IVECO, exports would show a 
gradual increase over the years. 

MSSIDC 

Good Results 

MAHARASHTRA SMALL SCALE IN¬ 
DUSTRIES DEVELOPMENT COR¬ 
PORATION (MSSIDC) has reported very 
good and sub.siantially improved all round 
performance for the year ending 1988-89. 
From the tentative figures available, it has 
been able to cross the Rs 3(X) crore 
turnover mark (including consignment 
and agency sales) for the year 1988-89 (as 
compared to the corresponding figures of 
Rs 170 crore for the previous year). 
MSSIDC has multiplied its turnover three 
times in the past four years. 

The marketing turnover has been Rs 65 
crore, representing an increase of 48 per 
cent. In the distribution of raw material 
(traditional and non-traditionai) the 
turnover has been Rs 231 crore, represen¬ 
ting an increase of 95 per cent; in exports 
Rs 3.39 crore, representing an increase of 
about 80 per cent; in marketing of handi¬ 
crafts Rs 2.20 crore, and in import and 
sale of PVC Rs 8.30 crore. 

The turnover of traditional raw material 
items like iron and steel and non- 
traditional items like copper, zinc, 
titanium dioxide, brass-scrap, paper, etc, 
increased from Rs 119 crore together to 
Rs 231 crore, recording 95 per cent growth 
in ju.s( one year. 


Correction 

The following errors have inadvertently crept 
into 'Upholding Ideology of Male Domina¬ 
tion’ by P A Sebastian (April 8): (i) page 716, 
para 2, line 12, derailment should read 
derangement; (ii) page 718, col 1, para 3, 
lines 11-12, involves should read invokes; (iii) 
page 718, col I, para 3, line 27, piay should 
read pioy; and (iv) page 718, col 3, para 2, 
last liiie, hinder should read Hindu. The er¬ 
rors are regretted. 
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POTOMAC MUSINGS 


There A rose on a Land a New Pharaoh 
and He Knew Not Joseph 

Deena Khatkhate 


Just when Isrkel is about to be recognised by its most implacable 
enemies, the whole concept of a Jewish state as a haven for the 
world's diaspora is 'being challenged, not by the dispossessed 
Palestinians, not by the Germans, but ironically by the nationals 
and rulers of Israel. 


THOSE were the days of animal spirits 
possessing the leaders and the followers; the 
devils darted through the eerie darkness of 
the age; it was the era of hatred and 
holocaust. The mills grinding millions of 
innocent Jews to their death worked over¬ 
time for their only crime of professing the 
faith of Judah. Until that cataclysmic event, 
they were part of the body politic of the 
civilksed world—they were the brain and they 
were the businesses bringing material welfare 
\p their fellow beings. But deep down the 
skin of the people of Christ was lurking the 
animus against the people of Judah, sancti¬ 
fied by the anecdotal myths of Judah’s 
betrayal of Christ. There was left not shame 
but only sham sentiment. The conscience of 
Europe—the cradle of modern civilisation— 
went into deep slumber. The annihilation 
of people not for crime but for faith was the 
last straw which broke the back of the 
diaspora of Jews spread across ail nations. 
You may belong to any nation but the defini¬ 
tion of your nationhood is changed if you 
are a Jew. You are a citizen of a state in a 
season but not in all seasons. Even before 
Orwell’s Newspeak there was a Jewspeak— 
language changed its meaning, nuances and 
words when it came to Jews. The frontiers 
of decency roiled back. The diaspora’s days 
were numbered, so it was thought; Jews 
dreamed of their Promised Land for honour, 
security and peace. For them, life was a sum 
not merely of possessions but of their 
spiritual heritage and cherished beliefs. And 
the nation of Israel was born amidst the 
adulation of secularism through the mid¬ 
wifery of the sutesmen of the western world 
and for Jews a time of Apocalypse arrived. 
They buried the ghosts of their sinning con¬ 
science; no matter that in the process they 
committed a new sin. 

Forty long years have lapsed since the 
birth of Israel but the agony and trauma 
continue in its more intense form. Israel has 
lived surrounded by hostility. But, when it 
is about to be recognised by iu congenital 
adversaries, the whole concept of a Jewish 
state as a haven for the world’s diaspora is 
being challenged, not by the dispossessed 
Mestinians, not by the Germans, their 
nemesis during the inter-war period, but 


ironically enough by the nationals and rulers 
of Israel. If the dissipation of diaspora wgs 
the co-ordinate of the new state, it has cer¬ 
tainly not materialised over the years. Its 
history has shown that Israel, whatever else 
it might be, was certainly not a magnet for 
the world's Jews. Many from different lands 
who migrated to Israel in the first flush of 
their enthusiasm and religious fervor return¬ 
ed to their much-hated existence in diaspora, 
particularly in the United States. Jews leav¬ 
ing Russia for Israel short-circuited their 
routes through deception to find homes 
largely in America but also in other coun¬ 
tries in Europe. After Gorbachev relaxed 
Soviet emigration rules, several thousands 
of Russian Jews are flowing toward America, 
so much so that the US authorities have 
diverted the asylum quota for the Vietnamese 
and others toward the Russian Jews. An 
Israeli lady addressing an American Jewish 
congregation bluntly told the audience, “As 
an Israeli, I was brought up with the con¬ 
cept of the negation of the diaspora—we 
exist here and those over there are finished. 
For us to come to terms with the diaspora's 
existence is the theological equivalent of 
Vatican II” This is a very widely prevalent 
sentiment in Israel. They want immigration 
from othei countries and the shriveling of 
the diaspora in order to make that place the 
moral and political manifesto guiding the 
new generation of Israelis. But the Jews in 


the diaspora refused to oblige and now are 
branded as moral cowards with their love for 
their faith merely skating on the surface. 
There is a strong reaction from the orthodoa 
Jews against the Jews in diaspora which 
threatening the very foundations of Israel 
as a nation. 

But the challenge thrown by the rulers of 
Israel are hurting the very Jews who did so 
much to nurse and stabilise Israel and to en¬ 
sure its security. Jews are being rediscovered; 
the identity of Jews is being X-rayed. The 
question is no longer where the Jews are, but 
who the Jews are. Who can you call a Jew? 
In the process of defining Jews, the whole 
relationship between the state of Israel and 
Its loyal co-religionists in the American 
diaspora has been despoiled. The contro¬ 
versy arising from redefining ‘who is a Jew?’ 
is the most historic of disputes among Jews, 
originating in the parting of the ways 
amongst Christ’s followers. But it has takm 
on a new dimension because it iias funda¬ 
mental implications for the Law of Return, 
the bedrock on which Israel is founded. 
Under this law, every Jew, wherever he may 
be from, can become a citizen of Israel 
immediately after crossing its borders. The 
Law of Return, at one bold stroke, implidtiy 
defined a Jew and thus rung the curtain on 
2,000 years of Jewish suffering in the world’s 
diaspora. The new definition which the 
government of Israel, under the pressure of 
orthodox Jews, has been trying to adopt will, 
while embracing a vast majority of Jews— 
Conservative, Reform and unaffiliatdl who 
are born of Jewish mothers—reject those, 
whose conversion has been sponsored by a . 
Conservative or a Reform rabbi. This would 
most directly affect about 100-200 converted 
Jews every year, but far more disturbing is 
its impact on conversions by rabbis from the 
Reform, Conservative and reconstructionist 
branches of Judaism. Which means that 
almost the entire American Jewry will be 
delegitimised by the snapping of its close 
links with these three movements. 

American Jews are being alienated, not 
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only by the redefining of Jews but abo by 
the insensitive aas of commission which are 
making them suspect in American society. 
The Pollard case, an Israeli operation where 
an American Jew was used for naval 
espionage, i.s almost putting Lsrael in the 
cnem> camp.'They lear that by this one act 
of stupidity, Amcrtcan society, which was 
the one single source of stiength to the 
JcKsish stji'e, will be alienated and the entire 
Jewish somniiinitv's lovulls itnpiigned In 
the same way, Israel’s .South Afiican con¬ 
nections have strained seinrusly the relations 
between lews and the blacks—a growing 
minority with an electoral clout. 

Tven iiii’rc nnporianl than these two 
issues, the soiiniig ol relations between 
Amciican Jews and the Israelis is aggravated 
by the Ireu'inenl Kiael has administered to 
the West Hank Palestinians The sagacious 
amongst the Jews have been saying, more 
frectueiiih assertively and loudly, that the 
policy to beat into submission the helpless, 
hapless and poor Palestinians has taken 
away all the mortil ardour from the ethical 
loundalions ot Israel. "If they become like 
the eneinv, then they are no different from 
the enemy” The guilt of the Jewish mas¬ 
sacres III the Na/i era is already fading and 
it the Isiaelis behave the way they do, soon 
the people in .\ineiica as elsewhere would 
I'.iid no diricrencc between the killings of 
innocent I’alcsliinuiis and the mass gas 


chamber deaths of innocent ieWs in the 
Germany of Hitler. The American Jews have 
realised this and they are trying to persuade 
the recalcitrant Israeli government to retrace 
its steps. It was the courageous and visionary 
American Jews who risked their all by talk¬ 
ing to Arafat and (he PLO. But they got in 
return the epithet of being renegades to the 
cause of Zionism. 

If Israel does not wake up to this new 
reality, history will be cruel to it. Jews in 
America have been the staunchest, the 
wealthiest and the most consistent sup¬ 
porters of Israel. It is their voice and per¬ 
sistence which provided ttie sinews to the 
American government’s support of Israel. 
Jews in America do not reside in islands of 
their own. If the Jewish diaspora is strong 
in American society, there are also the 
diaspora of the blacks, the hispanics and the 
Asian to boot. They compete with the Jewish 
diaspora for influence over American policy 
and they have their own ethnic, religious and 
cultural bonds with their old countries. In 
this crucible of conflicting claims, interests 
and loyalties, the Jews in America have to 
survive and succeed. The geopolitical and 
cultural winds can blow from all directions. 
It IS for Israel, therefore, to recognise that 
the rules of the game have been changing 
if they have not already changed It ts not 
too laic lor the new rulers of Israel to know 
their loyal old Joseph. 


CIVIL LIBERTIES _ 

India's Portrayal of Torture 
before UN 

A Cf iNrsorani 


While India’s record on human rights may not be as bad as some 
orhei countries' its performance in the 45th Session of the UN 
Human Rights Commission is nothing to be proud of. 


IHH government of India need not be 
ashamed ot India's overall record on human 
rights. It IS the best m the third world. But 
it ought to be ashamed of itself for not doing 
anything to remove the blemishes on the rc- 
corsl. When -Niioiney General K l^rasaram 
went to the I'N to report on out fulfilment 
oi ollienvise of llie Inierii.ilionnl Covenant 
on Civil and Political Rights, he .simply 
retailed banalities along with rcfeicnees to 
the Indiun constiiutton. At least three 
membcis told him that they wanted the facts, 
not the law in the absttaei. He promised to 
make up foi the deficiency in the natt report. 

Despite five reminders the report was not 
submitted. 

The perloiinanee in banality wa.s repeated 
recently by .S S Abliiwalia, MP. alternate 
leadet of the Indian delegation to the 45ih 
session of the Human Rights Commission. 


He was addressing the commission at 
Geneva on February 20 on “the human 
rights of persons subjected to any form of 
detention or imprisonment". The commis¬ 
sion had before it the report of the Special 
Rapporteur on Torture. 

Ahluwalia deftly began by drawing con¬ 
solation from the fact that “no society is im¬ 
mune to torture”. Like corruption, it is a 
“global phenomenon”. Don’t blame the poli¬ 
tician. Such drafts are prqrared by wily 
bureaucrats. 

Conceding that “the worst types of tor¬ 
ture are known to be practised in prison ceils 
and detention centres”, he went on to say 
that another manifestation is less overtly 
physical in that it is visible in the denial of 
respect for the human person—as in South 
Africa. 


He rigtliUy stnissed ttait ’‘tfniies vriil tel 
main isolat^ cases if there an effective 
methods of redress” The question is, does the 
Indian legal system provide them in actual 
practice. Predictably, the government’s 
spokesman cited the Indian constitution 
(Article 21 embodying the fundamental right 
to life) and “India’s democratic temper and 
traditions and it.v abiding faith in the rule 
of law". 

There followed a string of baiuilities about 
the law as it is writ on the statute book. “In 
case any illegitimate use of force by the 
police for any purpose whatsoever comes to 
notice, the instmetioav require an immediate 
inquiry to be conducted into the circum¬ 
stances ol the case”. What kind of an 
inquiry-administrative or judicial? And 
under sanction ot “instructions"? What 
kind of inquiry wa.s held after the police 
excesses on Muslims in the Bombay demon¬ 
strations on March 24? 

Ahluwalia said that “the government ot 
India has issued directives from time to lime 
on the need for police officers to desist from 
third degree methods during an investigation 
of cases”. How exquisite! It is pointless 
repeating such statements Ahluwaiia’s en¬ 
tire presentation consisted of just that. 

He picked holes in the report, maccuiacics 
sitcli as that “two years must elapse before 
a writ of habeas corpus can be filed” (in 
respect o! Punjabi But he also questions the 
view that appealing to the Supreme Court 
IS “extremely expen.sive and practically im¬ 
possible tor people from the villages”. On 
one point he was right. Certain allegations 
were included in the report “without our 
comments having been sought”. If this is 
true, it is most unfortunate. 

However what ts equally unfortunate, 
perhaps worse, is that Ahluwalia presented 
an essenrially false picture to the commis¬ 
sion. He said: “A number ol examples can 
be cited to underscore the fact that in India, 
an entire network of safeguards within a 
democratic system are available to prevent 
cases of human rights violations such as tor¬ 
ture OI involuntary disappearances. Last 
week a high court in an Indian state has 
awarded Rs 1.44 lakh as damages against the 
state government for the death of a person 
in police custody!’ Was that an exception or 
an illustration of a norm? Would Ahluwalia 
or any government spokesperson dare to 
utter such banalities in India? Only recent¬ 
ly a 70-year old man, Ghulam Mohammed 
Shah, father of F^oples' League chief, 
Shabin Ahmed Shah died in police custody. 
The family alleges that he was beaten up by 
the police. The police deny that. He was aged 
and ailing. The event triggered off riots 
which have rocked the Kashmir Valley for 
days (see The Kashmir Times editorial 
‘Anantnag Violence’ in the issue of April 7). 

How many encounters are followed by in¬ 
quiries? How many cases of beatings in 
police custody occur day in and day out? 
That is the norm. Ahluwalia’s speech 
whitewashed it disingeniously. 


8S2 


Economic and Political \KMdy. Amii 22. 1989 ' 



India-Nepal Discord 
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failed to meet. If sa it is not yet clear what 
these ‘condition.s’ were. 


Anirudha Gupta 


Several international conventions as well as the non-aligned 
movement have accepted the principle that landlocked countries 
must be provided free access to and from the sea and freedom of 
transit in order to help them overcome their economic 
backwardness. This supports Nepal's argument for a separate 
treaty for transit, which it says is a necessary permanent condition 
for trade and must be a long-term arrangement. 


THE media war between India and Nepal 
has intensified. News papers in Kathmandu 
arc full of stories ol how India is choking 
.Nepal of its essential supplies and is ‘mascle- 
r Hexing’ again.st a small, landlocked nation. 
The Indian media, on tlie other hand, has 
launched a well-orchcstrutcd campaign to 
vilify Nepal on every known and imaginaiy 
ground. Quoting unnamed spokespersons of 
the ministry of external affairs and ‘inform¬ 
ed .sources’, Indian newspapers have carried 
repgrts of how Nepal is discriminating 
against Indian goods to make them “less 
competitive in the market" (7'/te Statesman, 
Match 221- and how ‘strict restrictions’ 
have been imposed oii Indian nationals in 
contravention of the 19‘'(t treaty of friend¬ 
ship which piOMdes thai the nationals of 
each couniis should be treated on par in 
their freedom of travel, ownership of pro¬ 
perty, and pariicipuiion in trade and com¬ 
merce. lb lop 11 all, Nepal's purchase of a 
few assault iifle< missiles and ami-airciaft 
guns from C liiiui is highlighted to create an 
«~^,icute phobia about Indian insecurity. 

It IS not clear which of the items cited 
above has any bearing on the issues pertain¬ 
ing to the two treaties on trade and tran.sit 
which lapsed on March 23. If security is the 
upper-most concern of the government of 
India then why has it not come out with an 
authoritative sutement on this particular 
Nepalese purchase of a few arms from 
China? Besides, could it not have taken up 
security issues at a more appropriate level 
instead of linking it up with matters relating 
to trade and transit? Besides, what are the 
Indian goods against which Kathmandu is 
alleged to have imposed discriminatroy 
levies? At one point we were being told that 
Nepal had refused to remove ‘discriminatory 
levies’ on Indian goods while giving 60 per 
cent duty concessions to the goods of other 
countries; at another time, that Nepal has 
imposed a new import tariff regime to put 
an end to ‘preferential treatment’ which 
Indian goods enjoyed so far (D P Kumar in 
The Statesman, April 12). Now, 
^ ‘discriminatory levies’ and ‘preferential treat¬ 
ment’ are two very different things. Besides, 
how would any r^ulation allegedly imposed 
against Indian imports only a week ago 


makes such imports non-competitive? There 
is no reason or rhyme in such arguments. 

Meanwhile the impasse in Indo-Nepales’e 
relations seems to be getting worse. In an act 
of imperious petty-mindedness. New Delhi 
has closed all but two of the fifteen transit 
points on the Indo-Nepalese border, thus 
virtually blocking Nepal's essential supplies 
such as petroleum, diesel, kerosene and salt. 
1 he kingdom’s internal transport is reported 
to have come to a grinding halt, while its 
western districts, bordering UP, have been 
deprived of any proper communications 
with other parts of Nepal. Clarifying India’s 
position, another ‘unnamed official spokes¬ 
man' is reported to have claimed that all sup¬ 
plies including salt, sugar and medicines 
were being allowed into Nepal “so that the 
Nepalese people do not face hardships”. 
What the said spokesman conveniently failed 
to mention was that all such supplies refer¬ 
red to Nepal's third country imports, while 
not a single item of Indian origin, whether 
essential good or not, was allowed to cross 
into Nepal since the expiry of the treaties. 
This provoked Kathniandu’s official mouth¬ 
piece, Rising Nepal, to come out with a 
forceful retort that “the Indian customs 
check-points do not allow such basics like 
salt and medicines to pass into Nepal. The 
Indian concern for the welfare of the 
Nepalese people is ludicrous in view of what 
it claims in the media and what actually 
transpires.’’ 

Somewhere along the line communication 
between the two capitals is breaking dtiwn. An 
anti-Indian hysteria has gripped Kathmandu 
while as New Delhi maintains its inflexible 
stance to teach Nepal a lesson. In the pro¬ 
cess it has succeeded in proving that if it 
cannot convert eneniies into friends, ii can 
certainly turn allies into antagonists. 

Yet, perhaps, iirespective of mutual 
recrimination and systematic disinforma¬ 
tion, certain indisputable facts emerge. First, 
Kathmandu’s veision that a renewal diaft 
treaty on trade was negotiated and initialled 
by the officials of the two countries in 
October last remains uncontradicted. It is 
possible that subsequent to this agreement, 
India raised certain conditions which Nepal 


Second, in spite of the fact that negotia¬ 
tions were said to have been going on for 
two years over the renewal of two separate 
treaties. New Delhi suddenly took the stand 
that it wanted only a single-unifted treaty 
to cover both trade and transit. Apart from 
upsetting the bilateral ai rangements the two 
countries had arrived at in 1978, New Delhi 
never explained on what grounds it insisted 
on a single treaty in place of the two. Did 
the transit loutcs, specially the overland 
route from .Nepal t<' Bangladesh, create 
additional pioblcms loi India? If so, what 
wore these and v lit wcie they not explained 
111 the course ol the last ten years? 

Nepal’s argumeii', on the other hand, that 
while trade is u pei iodic airangement bet¬ 
ween two parties m question, transit is a 
necessary peimuneni condition for inter¬ 
national trade lot ans landlocked country, 
has sonic backing in international law. It is 
now universally accepted that in order to 
overcome their economic backwardness and 
determine larill schedules lor their goods in 
transit, the landlocked stales must have “as 
a matter ol iicccssii s’' the freedom of transit 
through a Iran.si' country. 1 his was affirm¬ 
ed by a 1976 liNCTAD meeting which con¬ 
cluded that tiuiisii su'iies “will have to co¬ 
operate in coti’bating the problems that arise 
from landlocked slates’ geographical dis¬ 
advantages". (he position wa.s further 
elaborated at the 1 bird LiN Conferenccjon 
the I.ass ol the Sen, at the second and third 
sessions held in t'arai.us and New York, 
respectively. Then, was substantial agreement 
on the general piuMpte iluit traffic in tran¬ 
sit should not be subicet to any customs 
duties, taxes oi other charges, except tor 
.specific services rendcicd in connection with 
such transit. This principle was incorporated 
in Article 125 (I) of UN Convention of the 
Law of the Sea which ran as follows; 
Landlocked swics shall have the right of ac¬ 
cess to and from the sea tor the purpose of 
exercising the rights including thOM 
relating to the freedom of the high seas and 
common heritage of mankind. To this end, 
landlocked stales shall enjoy freedom of ttan- 
sil through the tcirnors of transit states by 
all means of iranspoti 
Admittedly, this aiticlc was qualified by 
a rctogniiK'n of the right of transit states 
“to lake all measures to ensure that the tran¬ 
sit rights to landlocked states shall tn no way 
infringe their legitimate interests". In this 
context, a landlocked state still remains at 
a disadvantage if a transit state does not co¬ 
operate with it in providing the means to put 
international legal norms into effect. Yet 
these limitations notwithstanding, the trend 
in international law favours giving the 
landlocked states widest possible access to 
and from the sea. This has also become the 
particular thrust of the non-aligned move- 
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ment which at its New Delhi Summit in 1983 
noted that “in order to ensure the right of 
free access to and from sea and freedom of 
transit", all necessary assistance must be pro¬ 
vided by transit states to meet the special 
needs of the landlocked countries. 

In the case of Nepal, in particular, it must 
be noted that its geographical location 
further compounds its difficulties derived 
from its isolation. With the exception 
of the improbable—and most certainly 
impracticable—trans-Tibet route, Nepal re¬ 
mains entirely dependent on India for access 
to and from the sea. This makes it extra- 
.scnsitive about transit facilities to expand its 
international trade. 

This brings us to the third aspect which 
ha.s a larger ramification than Indo-Nepalesc 
relations, rtic haste question involved here 
is sshethcr a poor, landlocked country with 
a rising delicii in its trade with a major trade 
partner has any freedom to diversify its 
expoii as well as sources of import from 
other countries? Kuither, tn order to diver¬ 
sify trade, has it any right to regulate its 
custom levies according to its own needs? 
These questions are not entirely frivolous, 
particulaily in view of the strategy adopted 
by the poorer countries of the third world 
to diversity their trade relations in order that 
they could gain a measure of independence 
in relation to their traditional trade partners. 
India presumably supports this strategy to 
the hill. 

Ill Nepal’s trade, India accounts for 48 per 
cent of its exports and about 60 per cent of 
its imports. This makes Nepal extremely 
vulnerable to any shifts and changes that 
may occiii in the Indian economy. Besides 
It perpetually tics up Nepal with a massive 
trade imbalance Yet. in ordei to secure its 
essential supplies Nepal has to sell often its 
convertible cuirencies to purchase Indian 
tiipecs. Accoiding to Nepal Kastra Bank, 
this conversion rc.sults in “a loss of at lea.st 
lour Nepali rupees lot every US dollar tran¬ 
sacted”. 1 1 IS undcistandable, therefore, why 
Ncp.il wants to expand its foreign trade. By 
1987 it had signed trade agreements with six¬ 
teen countries and its export to countries 
other than India had quadrupled between 
198.1-86. Admittedly, this did not reverse the 
trend in Nepal’s astronomical external 
payments deficit. In fact, while Nepal’s trade 
deficit with India between 1980-86 registered 
an increase fiom Rs 1,265 million to 2,790 
million, its trade imbalance with the coun¬ 
tries overseas increased from Rs 1,064 
million to Rs .1,450 million during the same 
period. This shows that Nepal’s strategy of 
raising surplus from laige-scale re-export of 
impoited materials to countries other than 
India has not fetched it concrete benefit; but 
this does not undermine Nepal’s basic argu¬ 
ment that it should lessen its dependence on 
India. It is for this reason that the transit 
rights have become a corner-stone of its 
foreign trade strategy. As the guideline of 
Nepal’s Five Year Plan (1985-90) puts it: 
“The need to strengthen and to render the 


transit systnn less expensive and to incteaM 
in numerical terms the transit facilities 
presently available (has to be met) in con¬ 
formity with tlM provisions and agreements 
made by international bodies and other 
bilateral agreements” 

It is, of course, for India to accept, alter 
or reject Nepal’s terms for such bilateral 
agreements, but India should not mix its 
own favourable trade in relation to Nepal 
with the latter’s .transit rights for foreign 
trade. Yet the Indian press media is trying 
to sow confusion about precisely this one 
aspect. By saying that Nepal is discrimina¬ 
ting against Indian goods through duty con¬ 
cessions to the goods of other countries it 
is side-tracking the issue of India’s over¬ 
whelming dominance on the Nepalese 
market. Nepal’s import from Tibet/China 
has never exceeded 2.6 per cent of its total 
import, yet this insignificant share is sup¬ 
posed to pose a threat to the flow of Indian 
goods which, according to 1983-86 figures, 
make up around four-fifths of Nepali im¬ 
ports. Besides, Indian exports mainly con¬ 
stitute of essential supplies (barring crude 
oil which Nepal buys in hard currency) 
which cannot be easily acquired by Nepal 
from other sources. The news report, there¬ 
fore, that Nepal has resorted to importing 
its essential supplies from other places can 
only be understood in the context of India’s 
refusal to export essential goods to Nepal. 

Further, Nepal’s major export to overseas 
countries comprise mainly woollen carpets 


and readymade garments. In 19854hljdoii(^ 
export of readymade garments accounted 
for about, 40 per cent of its overseas etpoits. 
But it must also be noted that most garment 
industries in Nepal are Indian-owned. In 
addition, Nepal’s import and export trade; 
which is in the private sector, is dominated 
by Indian businessmen. It is these businc^ 
men who, in league with their local sur¬ 
rogates, run a profitable trade in re-eipoiting 
third-country goods to India. Must the 
government of India or the Indian press take 
up the cases of discrimination against this 
bunch of unscrupulous businessmen to pro¬ 
mote Indo-Nepdese relations? 

It is here that we may note in passing the 
conditions of poor Indian immigrants in 
Nepal. Most of these immigrants, totalling 
some 10,000, are concentrated in eastern 
Nepal, where 75 per cent of the kingdom’s 
industrial establishments are located. They 
work in rice, jute, cigarette, biri, tea and 
sugar industries as semi-skilled and unskilled 
labourers and are jointly exploited by Nepali 
landlords and Indian capitalists. If there is 
a discrimination, therefore, it cuts across 
national boundaries. Yet, no Indian 
journalist cares to investigate the conditions 
of these poor, immigrant, labourers. 

Or, perhaps, they really do not want to 
know these facts. If it is New Delhi’s 
intention to teach Nepal a lesson, then it 
does not matter what facts it distorts or 
manufactures to pursue that single-unified 
goal. 
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made, with detailed curriculum vitae comprising academic qualifica¬ 
tions, teaching experience, research work done and supervised, and 
list of publications with names of three referees may be sent to the 
Registrar, Centre for Studies in Social Sciences, Clalcutta, 10 Lake 
Terrace, Calcutta-700 029 by June 15, 1989. Selection may not 
necessarily be limited only to the applicants. 
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BridUng Growth of Electronics? 


K J Joseph 


Coming at a time when the Indian electronia industry is poised 
for growth and in some sectors such as televisions, could make a 
bid in the world market, the new tax proposals are bound to act 
as a dampener. 


IN recent years electronics sector in the 
country has achieved an unprecedented 
growth rate. In fact, it is often held that 
the genera! increase in the country’s in¬ 
dustrial output during the post-1980 
period is not necessarily due to increase 
in industrial production across the board 
but due to the rapid growth of certain in¬ 
dustries like electronics. The high output 
f growth of electronics, in turn is attributed 
to a series of new policy measures initiated 
in the early I98(h. These included (a) a 
policy on electronics components, (b) in¬ 
dustrial and licensing policy for colour 
television (February 1983), (c) specific 
measures to further accelerate the rapid 
development of electronics (August 1983), 
(d) manufacture of telecommunications ; 
relaxation of the then existing 100 per cent 
reservation of this sub-sector in the public 
sector (March 1984), (e) a new computei 
policy (November 1984), (0 an integrated 
policy measures in electronics (March 
1985), (g) a computer software policy 
(December 1987) and so on. The new 
policy measures apart from ensuring 
greater play of markin forces also ensured 
a series of fiscal treasures including duty 
^ concessions and rationalisation of the 
duty structure. 

However, the revised duty structure on 
electronics as envisaged in the 1989-90 
budget seems to undo most of what the 
government policies have done in the past 
few years. The approach of the budget 
towards the elearonics sector appears to 
be less imaginative and stands in the way 
of faster growth. It seems that the finance 
minister in his search for revenue to 
fuiance the plan programmes has blissfully 
forgotten the fact that the new tax pro¬ 
posals apart from their revenue earning 
effect also have its influence on growth. 
This note examines the growth and equity 
implications of new budget proposals on 
elearonics industry. 

The Indian electronics industry after 
passing through a decade of mt^erate 
growth entered a higher growth phase in 
the eighties, lb illustrate, while the elec¬ 
tronic equipment production has grown 
at an annual compound growth rate of 
17.3 per cent during 1971-81 period, the 
lecorded growth rate is as high as 34 per 
cent during 1981-87 period (at currait 


prices). The consumer electronics like TV, 
radio, tape recorders, etc, which accounted 
for over 43 per cent of total equipment 
production recorded a growth rate of 
nearly 40 per cent during the post-1981 
period (see Table). !(is obvious that the 
higher output growth of electronics was 
primarily contributed by the consumer 
electronics. 

In consumer electronics television 
receivers accounted for nearly 70 per cent 
of the total output. It is probably the 
fastest growing industry in the electronics 
sector registering a compound growth rate 
of over 56 per cent during 1981-87. What 
is more, in 1987 television receivers ac¬ 
counted for over 33 per cent of total elec¬ 
tronics equipment production in the coun¬ 
try. Hence it goes without saying that the 
ongoing “electronics revolution in the 
country is nothing but a ‘TV revolution’ ”. 
It is against this background that the new 
budget proposals regarding the TV in¬ 
dustry are to be viewed. 

Now let us look at the component sub¬ 
sector. Though it is viewed as the building 
block of electronics sector, in India it is 
probably the least dynamic sector of the 
Indian electronics. Though it had kept 


Consumer Electronics 
Radio receivers 
Iklcvision receivers 
Others 

Professional Electronics 
Communication 
Defence 
Cl and IE 
Computers 
Components 
Electron tubes 
Semiconductor devices 
nusive components 
Electromechiuiical components 
liatal Efectronics Production 


pace with the equipment sector during 70s 
with a growth rate of 15.7 per cent during 
1971-81 it became a laggard despite a 
growth rate of 26 per cent during 1981-87. 
Indeed there was a considerable reduction 
in the equipment-component ratio—an 
indicator of the domestic availability of 
(he components and the extent of integra¬ 
tion between coniponeiiLs and equipment— 
as well. It declined from 1:0.26 during 
1971-81 period to 1:0.19 during 1981-87 
period implying thereby that the compo¬ 
nent sector could not keep pace with the 
fast growing equipment sector. 

The 1989-90 budget proposals relating 
to electronics are estimated to yield an ad¬ 
ditional revenue of Rs 158 crore in excise 
and Rs 36 crore in customs. Though no 
excise duty is charged on the B and W TV 
up to 36 ems there is a five-fold increase 
in the excise duty on the picture tubes of 
such sets: from Rs 40 to Rs 200. In the 
case of B and W TV with screen size ex¬ 
ceeding 36 ems the excise duty is raised 
from Rs .300, iier set to Rs .StX): In the case 
of coloui 1V at pieseni three rates are fix¬ 
ed; Rs 2.25(1 loi sets without remote con¬ 
trol, Rs 2.5tK) foi sets with remote con¬ 
trol, and Rs 4,000 for .sets with picture- 
in-picture facthty. 

There were ti number of anomalies on 
the duty structure of raw materials and 
piece parts of components. In 1983 most 
of such anomalies were coi reeled and the 
raw materials and piece parts were brought 
under three different duty structure —nil, 
15 per cent and 40 per cent. At the same 
time the duty on impoitcd components 
was reduced to 75 per cent. In accordance 
with the change effected in June 1986j;he 
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excise duty on raw materials for com¬ 
ponents was fixed at 30 per cent and that 
of piece parts at 45 per cent and the im¬ 
port duty continued at 75 per cent. In 
1988 an auxiliary duty of 5 per cent was 
imposed to raise funds for diought relief 
thereby keeping the excise duty levels at 
35 per cent, 45 per cent and iniport duty 
at 80 per cent. In tiie present budget this 
duty structure has beef. rais<\l to 40 per 
cent, 60 per cent aitd 80 pei ccni res 
pectivcly. 

The primary impae! of tlie levised duty 
structuic will be on itie demand lot con¬ 
sumer elecitonies atid more specifically 
the TV receivers It is estimated that the 
price increase on the t6 cm It .ind W TV 
will be around Ri MO, and that of 51cni 
B and W will be aioutul Rs 4(K), per set. 
The impact of such a rise in price on de¬ 
mand will be cleat if one looks at the 
nature of potential demand foi I V in the 
country. 

It is estimated that the stock ot TV 
receivers m the couniiy is aiound 30 
million. 'I'his means ihai loiighly the lop 
20 per cent of the Indian litsuseholds, i c. 
the uppei class anil the uppei-middle 
class, have alieady met tlieir pent up de¬ 
mand for '1 V receivers The i>oiential de¬ 
mand (c.spccially foi the U and W televi¬ 
sion) IS mostly from the lower income 
group who are waiting lot either a price 
reduction oi a I'avourahle hire puicha.se 
scheme The picseni duiv structure ob¬ 
viously is lai'gcicd at i.his gioup. Patadox- 
ically, it appeals tlial the government after 
satisfying the luxuiy demand of the elite 
class is now turning towards the lower in¬ 
come group with a view to iai.se revenue 
for financing its plan progiammes. 

The new budget proposals assume that 
the dem-ind for T\' is almost inelastic 
hence an additional 'evemie isf Rs 124, 
could be eollecleil This v- a high!;, iiniea- 
listie assiimptii'ii bev.;i,!s', the poiemial 
buyers ol TV i i IiiJ.m uuistiy belong lo 
the lower income i;oni|i. (oi ihcm a f'N 
is a high-priced durable eoiisuincr good 
whose piitcliase eoulu be I'ostpoiied. li is 
also unlikely that uie iet>laes'ment demand 
will compensaic ilie lowci demand liotn 
the lower specti tini ot middle class; lor in 
India television is a recent phenomenon. 
Hence, there is a potential t hi cal that in¬ 
stead of fetching an additional revenue 
even the status quo mav not be maintain¬ 
ed. Moreover, given the higher share of 
TV in electronics production, a reduction 
in its demand threatens to ihwart the 
seventh plan target in lelaiion to elec¬ 
tronics output. 

The finance mitlisiei in his budget 
speech made the statement that “Televi¬ 
sion has offered considerable entertain¬ 
ment to our people, li would be tn the 
order of things that television viewers who 


derive such entertainment should con¬ 
tribute more to the programmes of na¬ 
tional development!’ But when it came to 
the budget proposals the finance minister 
taxed only the potential viewers and not 
the present viewers who apparently belong 
to the upper class. If the revenue accumu¬ 
lation was the objective the imposition of 
a nominal licence fee Ipreferably with in¬ 
creasing burden on the users of colour and 
RIP) of, say, Rs 50 per set would have 
brought not less than Rs 150 erore. 
Presumably, this would have resolvedi the 
apparent equity contradiction in the 
budget proposals. 

It is also to be noted that the excise duty 
on the 14 inch colour television, a product 
with a large potential market, has been 
raised from Rs 900 to Rs 2,0(X). Accor 
dingly, the duty difterential between 14 
inch colour TV and 20 inch coloui IV is 
now only Rs 250, as against the earlier dif¬ 
ference of Rs 1,100. Do we need Kautilya 
as our finance minister so that such 
anomalies can be corrected? 

The negative output growth effect of 
the new budget proposals is not confined 
lo the television industry alone; the com 
poneni subsector also likely to be hit 
badly. For instance, given the capital in¬ 
tensive nature of components manutac 
luring, the increase in the customs duty 


on project import and mouMsAt^ts/dies 
from 30 per cent to 40 per cent can have 
its impact on the prices of components. 
Additionally, as we have already noted, 
while the excise duty on taw materials and 
piece parts for components were raised the 
import duty on components remain unaf¬ 
fected. This reduction in the margin bet¬ 
ween excise duty and import duty has the 
danger of increasing use of the imported 
components thereby imposing greater 
strain on the foreign exchange reserves. 

Moreover, since television is highly 
component-intensive, the reduced demand 
for it also will have its impact on the com¬ 
ponent sector. The major problem con¬ 
fronting the component sector in India is 
the lower scale of operation which in turn 
is, to a great extent, due lo the lower 
demand forthcoming from the equipment 
•sector. In fact, given the changing inter¬ 
national scenario wherein .lapan and 
NlCs are withdrawing from the world 
television market and entering into the 
more technology-intensive products, this 
is a time when India could make an at¬ 
tempt to successfully capture a part of the 
world television market. But this calls for 
a stable fiscal policy to whip up the growth 
stimuli Paradoxically enough the 1989-90 
budget acts as a bridle lo the growth of 
electronics. 
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Managing Kamani Tubes 

Sharit K Bhowmik 


Apart from tackling the immediate problems of the employees the 
union and the workers’ co-operative are seriously trying to bridge 
the gap between labour and management in the new set up. 


A NUMBER of impressive developments 
have taken place in Kamani Hibes (KTI.) 
after its workers took ovei the company in 
late September I9R8 (EPW, January 21, 
1989). The factory was in a shambles and 
its machines needed extensive overhauling. 
The Industrial Development Bank of India 
(IDBI), the main financer for this scheme, 
had assessed that it would cost Ks 60,00,000 
and take at least .seven months to put the 
factory in working order. However, the new 
maitagement has completed this work at half 
the cost and ahead of schedule. Commet- 
dal production in the two plants in tlie fac¬ 
tory was slated to start in April. The rod 
plant started produetion in mid-February 
and its first consignment was sent out on 
March 1. The tube plant starts its commer¬ 
cial production in mid-March. 

The plants have been given a face lift. 
They have been cleaned, painted and recon¬ 
ditioned. The place had looked so ram- 
shackled a few months ago that the IDBI 
had written off the raw materials there as 
scrap. The stock audit has shown that there 
were 224 tons of non-ferrous metal which 
is worth at least Rs 1 crorc. This was lying 
in the open and was not insured. The 
workers have guarded this stock even when 
their wages were stopped and their manage¬ 
ment had abandoned the plants. The com¬ 
pany has appointed new managers for 
works, marketing and materials. The 
Hnalisation of the list for reabsorbing 
workers is in progress. Till February around 
160 of the 600 workforce were given work. 
The full workforce will be employed by the 
end of March. 

The pace of developments so far has given 
the co-operative confidence in meeting the 
production targets. The leadership feels that 
if the current level of commitment of the 
workers continues the company will be on 
a sound footing within a year and perhaps 
the freeze on employment level and wages 
can be discarded then. However, the main 
concern of the trade union is for more im¬ 
mediate issues which ate affecting the 
workers. These people-have not received 
snagfis for about four years and almost all 
of them are in heavy debt. The union is con¬ 
cerned that a major part of the workers’ 
salaries will go towards repaying their debts. 
The workers’ economic condition will not 
improve under these circumstances. More- 
overi thdr children's education has suffered 
during the last four years. 


The union had conducted a survey of the 
living conditions of the workers during the 
closure, the lesults of which were placed 
before the Supreme Court. This showed that 
more than 70 per cent of the school-going 
children had to discontinue their education. 
Hence, though the workers have regained 
their jobs their problems are not over. On 
the one side the\' are burdened with personal, 
financial problems and on the other side 
they have their commitment towards increas¬ 
ing production to make this venture 
successful. 

FUTURE PROGRAMMES 

The co-operative intends to take a number 
of measures to ease the tensions of the 
workers. First of all the workers must be 
assuied of the baste items of consumption. 
The co-operative in its general body meeting 
on February U, resolved to open a con¬ 
sumers’ co-operative store which would 
supply es.scntial commodities at cheap rales. 
Workers will be allowed some amount of 
credit which will be deducted from theii 
salaries. 1'his store will start functioning by 
early Apiil by which time the factory will 
have employed its total labour force. The co¬ 
operative has also decided to open income 
generating avenues for wives who are mainly 
engaged in household activities. Voluntary 
organisations such as Stree Mukti Sangathana 
and others have agreed to teach these women 
the basic skills for home-based income¬ 
generating activities. This should help ease 
the economic burdens in the family. 

Another area where the co-operative is 
active is education. It intends to start special 
programmes with the help of voluntary 
organisations for helping school drop-outs 
to restart their schooling. The Union 
Research Group has agreed to con iuct a 
survey on the educational problems of the 
workers' children. Special coaching classes 
will be started after the co-operative assesses 
the situation so that the drop-outs can catch 
up on their studies. Apart from this, educa¬ 
tion of the workers is also needed. Bagaram 
lUlpule, the veteran trade unionist from 
Bombay, nov with the Ikta Institute of 
Social &iences, has offered to organise con¬ 
tinuing education programmes for the 
workers. This will help in raising the 
workers’ level of consciousness.* 

Apart from uckling the immediate pro- 
• blems of the workers, the union and the co¬ 
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operative are seriously trying to bridge the 
gap between labour and management in the 
new set up. One positive factor is that the 
middle and top management comprfses new 
recruits as almost all the earlier executives 
have left the company during the past three 
years. The new management personnel are 
aware of the changed situation and it may 
be easier for them to adapt to it. However, 
the co-operative will have to devise means 
to ensure that the social disiaiicc between 
worker and management is leduccd Re¬ 
orientation of both woikeis and manager 
towards work will be tiecessaiv Nctv torums 
have tp be created to encourage a greater 
degree of interaction between labour and 
management at the decisioii-n.alsing Ic.cl. 
At the same time workers miiM hnsc the 
opportunity for coiitiniiing edutatior. and 
acquiring technical qualifications so .o lo 
facilitate upward job mobility. Though a 
hierarchy may be necessary in the industrial 
organisation, it has to be kept to the 
minimum. In other words, some of the mtei- 
mediars posts may have to be removed in 
ordei to lessen the social distance between 
labour and management 
The Kamatii experiment has just begun. 
The workers have achieved liieir first rntijor 
victory in taking over the compunv. TTiev 
have to now ensure that they will be in a 
position to comiol the comp.iny. The 
experiences of the Moiidiagon co-opciativcs 
and the tea co operatives m noilli-casl India 
could be helpful. Memdragon, w hich is in 
the Basque region ol Spam, has ;i -sumher 
ol workers’ co-operalives which h.ise been 
functioning successtulK toi ovit lour 
decades. The labour foicc in cacti t.tctoi y is 
small, around JOOO oi less, to ensure paiti- 
cipation. The general body ol the co¬ 
operative factory appoints the to|i manage¬ 
ment which in lum is empowered to hire or 
fire the middle management. Gciieial body- 
meetings ate held regularly wlicie the 
workers freely exchange views on the 
factory’s progress. The ultimate authority m 
the factory's administration is thus effective¬ 
ly controlled by the general body of its 
workers. The wage difference is alsu kept 
low. The top management get salaries w tiich 
arc three times more than that of an ordinary 
worker. The tcaco-operativcs have discarded 
traditional methods of i.ssuing chaige sheds 
and show cause notices to discipline .'iimg 
workers. I’ersiiasion is used instead, (.iiojps 
of workers are asked by the board ol direc¬ 
tors to reason with these workers It this fails 
the matter is referred to the geneial body 
which deliberates on it and awards the 
puni.shment. General body meetings aie held 
frequently and the ordinary wurkci thus gets 
a feeling that he is actively involved in the 
management oi the enlerpi isc. T he Kamani 
workers’ co-operative will have to evolve 
similar methods for establishing workeis' 
control or else this experiment will 
degenerate to the normal level of labour- 
management conflicts. 
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NOTICE 

It is hereby notified for the information of the public that MUKAND LTD. proposes to make an applic^ion to the Central 
Government in the Department of Company Affairs, New Delhi, under sub-section (2) of Section 22 of the Monopolies 
and Restrictive Trade Practices Act, 1969, for approval to the establishment of a new undertakins/unit/division. Brief 
particulars of the proposal are as under ■ 

1 Name and address of the Applicant 

MUKAND LTD. 

Lai Bahadur Shastri Marg 

Kurla, Bombay 400 070. 

2 Capital structure of the applicant organisation 

Authorised Capital : Rs. 25.00 crores 

Paid up Capital : Rs. 14.73 crores 

3 Management structure of the applicant organisation 
indicating the names of the Directors, including 
Managing/Wholetime Directors and Manager if any. 

The Board of Directors consists of: 

Shri Viren J. Shah, Chairman & Managing Director 

Shri Ramkrishna Bajaj, Vice-Chairma'n 

Shri D. S. Mulla 

Shri J. R Thacker 

Shn Rahul Bajaj 

Shri D. S. Mehta 

Shri Partap Kewalramani 

Shri D. K. lodaya 

4 Indicate whether the proposal relates to the 
establishment of a new undertaking or a new 
unit/division 

Proposal relates to establishment of a new under¬ 
taking in the name and style of MUKAND 

ALUMINIUM INDUSTRIES LIMITED (or such other 
name as may be agreed). Names of the promoters are 
Industrial Promotion and Investment Corporation of 

Orissa Limited 

Mukand Ltd. (Applicant) 

5 Location of the new undertaking/unit/division 

Angul in Orissa 

6 Capital structure of the proposed undertaking 

The Authorised Capital of the proposed under¬ 
taking will be Rs 25,00,000/- divided into 2,50,000 
equity shares of Rs. 10/- each. IPICOL and the 

Applicant will subscribe 26% and 25% respective¬ 
ly of the equity capital and the balance will be 
offered to others. 

7 In case the proposal relates to the production, 
storage, supply, marketing or control of any goods/ 
articles, indicate: 

(i) Names of goods/articles 

(ii) Proposed licensed capacity 

(iii) Estimated annual turnover 

Not applicable 

Aluminium rolled products 

15,000 tpa 

Rs 60.00 crores on full operation 

8 In case the proposal relates to the provisions of any : 
service, state the volume of activity in terms of usual 
measures such as value, income, turnover, etc. 

No 

9 Cost of the project 

Rs. 64.00 crores. 

10 Scheme of finance indicating the amounts to be 
raised from 

The cost of the project will be met by subscription 
to equity capital and loans from financial 
institutions 

Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Company 
Affairs, Government of India, Shastri Bhavan, New Delhi, within 14 days from the date of publication of this Notice, in¬ 
timating his views on the proposal and indicating the nature of hn interest therein. 

Dated this 10th day of April 1989 

(P. C. CHHAJIANI) 
SECRElARy 
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: £aw versus Policy 

Shared Kuikarni 


While mega-projects involving large-scale destruction of even 
natural forests are readily cleared by the central government, the 
provisions of the Forest (Conservation) Act of 1980 and the 
amendment of it enacted in 1988 are invoked to refuse clearance 
to small projects directly benefiting adivasis and other rural poor. 


Forests 


IT is often said that in the case of the 
government of India the right hand does 
not know what the left hand is doing. It 
now appears that in the case of forest 
development the right hand is undoing 
what the left hand is trying to do. It is 
reported that the prime minister, while ad¬ 
dressing a conference on l^nchayat Raj 
and Tribal Communities, announced that 
a committee will be appHsinted to consider 
the Forest (Conservation)Act of 1980 and 
the recent amendment to the same made 
in 1988. It is surprising to note that a 
resolution on National Forest Policy was 
also passed by Rajya Sabha in December 
1988. One is surprised to find a difference 
iji approach between the two measures. 

After independence the government of 
India adopted the National Forest Policy- 
Resolution on May 12,1952. It was stated 
that the National Forest Policy should be 
based on paramount national needs that 
were listed as follows: 

(1) need for evolving a system of balanced 
and complementary land use, 

(2) need for checking. 

(a) denudation in mountainous 
regions, 

(b) erosion on river banks and inva¬ 
sion of sea sands on costal tracts, 

(3) need for amelioration of physical and 
climatic conditions, 

(4) need for ensuring increase in supplies 
of grazing, small wood and firewood, 

(5) need for $u.stained supply of timber 
and other forest produce to defence, 
communications and industries, and 

(6) need for the realisation of the max¬ 
imum actual revenue in perpetuity 
consistent with the above needs. 

PEOPLE’S Rights over Forests 

Thus there was not much mention of 
peoples’ rights over forests. On the con¬ 
trary, it was stated that, if undue weight 
was given tq the consideration of entitle¬ 
ment of nraghbouring areas to a prior 
claim over forest and its produce and a 
preferential claim of agricultural require¬ 
ment over forests lands, it would lead to 
loss of natural well-being in the long run. 
It was also stated that the use of forest 
produce by the village communities in the 
neighbourhood of a forest should in no 


event be permitted at the cost of the na¬ 
tional interest and that the scientific con¬ 
servation of a forest necessitated the 
regulation of the rights and privileges of 
the user, however irksome such restraints 
may be. 

Forests were classified as protective 
forests, national forests, village forests and 
tree lands. The protective forests were 
those on hill slopes, river banks, etc, where 
forest cover was dictated by purely pro¬ 
tective physical considerations, such as 
prevention of erosion, conservation of 
moisture and control of rushing torrents 
and floods. National forests constituted 
the basis of India’s wealth that yielded 
valuable timber indispensable for defence, 
communications and vital industries. 
Village forests were basically fuel forests 
intended to serve the needs of the surroun¬ 
ding villages in respect of small timber for 
housing and agricultural implements, 
firewood, leaves for manure and fodder, 
grazing, etc. The.se forests were to be 
managed mainly to meet the needs of the 
local population. Tfee lands were basically 
for ecological purposes. The forest depart 
ment was advised to popularise the crea¬ 
tion of tree lands in agricultural areas. 

The president of India appointed in 
April 1960 the Scheduled Areas and the 
Scheduled Tribes Commission under the 
chairmanship of U N Dhebar.' The com¬ 
mission discussed the forest policy and its 
impact on the tribal communities and 
criticised the forest policy and its im- 
plemenution by the forest department. It 
pointed out that the gradual extension of 
government authority over forests di.sturb- 
ed the entire tribal economy and created 
an atmosphere of conflict and that a state 
of tension and actual distrust existed bet¬ 
ween the tribals and the forest officials 
and this interfered with the development 
of the forests. The commission traced the 
changes in the rights of the tribal people 
over forests. The traditional rights of the 
tribals.over forests were termed as ‘rights 
and privileges’ in the Resolution of 1894 
and became ‘right and concessions’ in the 
Resolution of 1952. The Ohebar Commis¬ 
sion remarked that later on they were 
regarded only as ‘concessions’* 

An inter-department committee was set 
up in May 1965 under the chairmanship 


of Had Singh, the tliiim liu^Mor general 
of forests, to study the .dependence of 
tribal communities on forests and to sug¬ 
gest measures for their welfare.^ The 
committee did not go into any analysis of 
the forest policy vis-a-vis tribal com¬ 
munities. The major part of the commit¬ 
tee’s report was devoted to the working of 
forest labour co-operatives in different 
states. Tlie committee noted that the 
government’s policy in matters of forest 
exploitation was of immense significance 
to the tribes. It also remarked that the 
authoritarian attitude and aggressive ap¬ 
proach of the field officials contributed 
to the bad public relations and misunder¬ 
standing of the situation. 

The National Commission on Agri¬ 
culture (NCA) advocated commercialisa¬ 
tion of forests at ail costs, disregarding the 
sustetiancc derived by adivasis from the 
fore.sts.' Part l.X of the commission’s 
report is devoted to forestry. The commis¬ 
sion took a very adverse view of the rights 
of the rural population over forest pro¬ 
duce. It stated, ‘’free supply of forest pro¬ 
duce to rural population and their rights 
and privileges have brought destruction to 
the forests, so it is necessary to reverse the 
proce.ss. The rural people have not contri¬ 
buted much towards the maintenance or 
regeneration of the forests. Having over¬ 
exploited the resources, they cannot in all 
fairness expect that somebody else will 
take the trouble of providing them with 
produce free of charge" (p 25). Thc-com- 
mission also recommended enactment of 
a revised All-India Forest Act. 

AiTEMPT K> Fnact Niw Law 

In 1980 an attempt was made to enact 
a new law and the draft of the Indian 
forest bill was issued.'* However, due to 
the fierce opposition of activists working 
among the tribal communities the attempt 
was given up. Thereafter, three comihit- 
tees were appointed by three different 
agencies to consider the forest policy. 

The Planning Commission constituted 
a National Committee on Development of 
Backward Areas in 1980.' The committee 
expressed the view that rights over forests 
as envisaged in the early days could not 
be sustained in the same form. Following 
the views expressed by the NCA, it recom¬ 
mended curtailment of the rights of tribal 
communities over forest land and pro¬ 
duce. To benefit tribal households it sug¬ 
gested that each individual tribal may be 
assigned a piece of land for plantation and 
given the right on trees and their use, but 
not the right of alienation, together with 
financial and technical help. 

The forest department, which was then 
under the ministry of agriculture, con¬ 
stituted in 1981 a committee to review the 
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foitsu administered by the central and 
state governments and to recommend 
steps for their rationalisation and effec¬ 
tive management consistent >sith scientific 
management of forests. The chairman of 
the committee was M S Chaudhary, former 
chief secretary of Madhya Pradesh, and 
all the other members were former forest 
officials. The committee expressed the 
strong view that exercise of rights and con¬ 
cessions should be restricted only to 
tribals, agriculturists and other rural peo¬ 
ple residing within a maximum area of 8 
kms from the existing forests.*' The com¬ 
mittee recommended that supplies of 
forest resources should be made through 
departmental depots opened outside the 
forests and the beneficiaries should not 
be allowed to enter forests because “a lot 
of avoidable damage and wastage of 
valuable forest resources has resulted as 
a consequence of allowing the benefi¬ 
ciaries to enter the forest and to remove 
the produce they are entitled to" (p 81) 

The ministry oi home aflairs appointed 
in April 1980 a committee to suggest 
guidelines to reorient forest policy to serve 
the tribal economy under the chairman¬ 
ship of the renowned anthropologist 
B K Roy Burman. The committee ex¬ 
pressed its unhappiness at the growing 
alienation between forest managers and 
forest dwellers.' It pleaded for an 
understanding of the symbiotic relation¬ 
ship between forests and foiest dwellers 
and stated that “for a sound management 
of the eeo-system, the relationship should 
not only be properly understood but 
should also be made the bed-rock of 
operational policy" (p 2). It categorically 
stated that the forest policy must fulfil 
three sets of needs; 

(a) ecological .security, 

(b) food, fruit, fuel, fodder, fibre, timber 
and other domestic needs of the rural 
and the tribal population particular¬ 
ly, and 

(c) cottage, small-, medium- and large- 
scale industries, including tiie require¬ 
ments of defence and communications. 

A national forest policy should recognise 
the positive role of the people in maintain¬ 
ing forests and environment in unam¬ 
biguous terms and not merely by impli¬ 
cation. 

Whenever community rights exist on 
forest lands, they should be recognised 
and adapted to .serve the urgent needs of 
soil and water management and reaf¬ 
forestation of denuded tracts by suitable 
species. 

In 1985 an admini.strative change of 
some significance took place and the 
department of forest was transferred from 
the ministry of agriculture to the newly 
constituted ministry of environment. It 


appein that -__„ 

the thinking of the officials of ttte forest 
department. 




National Forlst Policy REsotinioN 

In eaily 1987, ihe government of India 
circulated a draft of the forest policy 
resolution." The draft contained a 
number of welcome features. It was cate¬ 
gorically stated that the derivation of 
direct economic benefit must be subordi¬ 
nated to the principal aim of environmen¬ 
tal stability and ecological balance. 

The basic objectives were nearly the 
same as those of the 1894 and 1952 resolu¬ 
tions. The draft was widely discussed. 
Latci on the dralt was introduced in the 
Rajya Sabha. It is gratifying that some 
note was taken of the criticism levelled 
against certain provisions of the draft and 
changes were made in Ihe piolicy statement 
introduced in the Rajya Sabha. l-’oi exam¬ 
ple, the provision that "entiy of private 
persons into forest for collecting fuel 
should be piohibiiod” was deleted. 
Similarly, a provision that “if necessarv. 
land ceiling laws should be changed for 
the establishment of new plantations on 
degraded land outside the forest” was also 
deleted. Some changes wereal.so made in 
provisions relating to objectives, etc. 

I'he welfare of forest dwelling com- 
muniiics has been accepted as a major ob¬ 
jective ol the forest policy. There is a 
.special Action on tribal people and 
forests. It has been categorically stated 
that the life of tribals and xither poor 
living within and near forests revolves 
around toresls. 1'he rights and concessions 
enjoyed hx' them should be fully protected. 
Their domestic requirement.s of fuelwood, 
fodder, minor forest produce and con¬ 
struction timber should be the first charge 
on forest produce. 

It is necessary to describe briefly the 
background to the present Forest (Con¬ 
servation) Act, 1980 and the recent 
amendment thereto. Till 1935, forest was 
a subject with the central government, in 
Ihe Government of India Act of 1935, the 
dual system of government was brought 
into operation and separate lists of sub¬ 
jects were formulated for the provinces 
and the federal government. The subject 
of forests was included in the provincial 
legislative list under this act (item 22). The 
same system continued after indepen¬ 
dence. In the constitution of India the 
subject of forest was included in the state 
list in the Vll schedule (item 19). No 
substantial changes were made in the 
Indian Forest Act, 1927. The different 
states made rules under this act and some 
amendments were made thereto in some 
states. However, the Indian Fbrest Act, 
1927 is even today the main law relating 
to forests. 


forests was transferred from (he state list 
to the concurrent list through the 42nd 
amendment to the constitution of India. 

Forfsi Conservation act 

Nearly four years after this transfer, the 
government of India is.sucd the Forest 
(Conservation) Ordinance on October 25, 
1980. The ordinance was duly presented 
to parliament and became an act. This act 
is called the Forest (Conservation) Act, 
1980 (No 69 of 1980) and extends to the 
whole of India, except the state of Jammu 
and Kashmii, and is deemed to have come 
into force on October 25, 1980, the day 
oil which the ordinance had been issued. 

This short act prohibits state govern¬ 
ments from declaring any reserved lorest, 
or any portion thereof, as non-icserved 
viiihout the prioi approval of the central 
government. It also prohibits the state 
governments from allotting any forest 
land, or any portion thereof, for any non- 
loresi purpose. The provision is very 
deleclive as this rest net ion on the slate 
governments declaring anv forest land as 
non-forest land applies >)nly to reserved 
forests. It does not apply to village forests 
oj protected forests, whereas the restric¬ 
tion on allotting any forest land for a non- 
lorcst purpose applies to all forest lands 
in the re.sctved, protected and village 
categories. This made it possible for .some 
state governments to declare protected 
lorest lands as non-fore.st lands and later 
on to allocate them to industries or other 
agencies.'' 

The act aI.so empowered the central 
government to appoint an advisory com¬ 
mittee to advise on the grant of approval 
under the above mentioned provision and 
also to make rules. 

The government has now made some 
drastic amendments to the Forest Conser¬ 
vation Act of 1980. Under this amend¬ 
ment the state governments cannot, with¬ 
out previous sanction, assign by way of 
lease or otherwise any forest land or any 
portion thereof to any private person or 
to any authority, corporation, agency or 
any other organisation not owned, 
managed or controlled by government 
(.section 2a, iii). This goes against the pro¬ 
vision in the policy resolution that, 
wherever possible, degraded lands should 
be made available for tree farming on 
either lease or on the basis of a 'tree pal- 
ta’ scheme. The provision in the amend¬ 
ment specifically disallows lease to any 
non-government agency except with the 
prior approval of the central government. 
This nullifies all the platitudes of giving 
degraded lands to tribal co-operatives and 
organissuions for the purpose of affpresta- 
tion- It would also not be possible to give 
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tary agencies. 

A provision in the amendment (section 
2a, iv) lays down that the state government 
cannot, except with the prior approval of 
the central government, direct that any 
foiest land or any portion thereof be 
cleared of trees which have grown natural¬ 
ly on that land for the purpose of using 
it for reafforestation. This is very strange. 

It is one thing to say that natural forests 
should not be destroyed even for the pur¬ 
pose of reafforestation, but it is quite 
another lay down that no trees which have 
grown naturally on any forest land should 
be cleared even for the purpose of reaf¬ 
forestation. In the process of reafforesta¬ 
tion it is necessary to level the land and 
make it suitable for tree planting and con¬ 
servation. In this process sometimes it is 
necessary to cut down certain naturally 
grown wild trees like prosopis juliflora. If 
we note the explanation in the Indian 
Forest Act, 1927 that the expression ‘tree’ 
includes palms, bamboos, stumps, brush¬ 
wood and canes, it would be practically 
impossible even for the forest department 
and its sponsored organisations to carry 
oi\ any programme of reafforestation. 
Section 2 in the principal act laid down 
that ‘non-forest purpo-se* meant breaking 
up or clearing of any forest land or por¬ 
tion thereof for any purpose other than 
reafforestation. In the amendment this 
has been clarified as follows; 

non-forest purpose means the breaking up 
or clearing of any forest land or portion 
thereof for (a) the cultivation of tea, coffee, 
spices, rubber, palms, oil-bearing plants, hor¬ 
ticultural crops or medicinal plants: (b) any 
purpose other than reafforestation, but does 
not include any work relating or ancillary to 
conservation, development and management 
of fcHCSts and wildlife; namely, the establish¬ 
ment of check-posts, fiielines, wireless com¬ 
munications and construction of fencing, 
bridges and culverts, dams, watcrholes, 
trench marks, boundary marks, pipelines or 
other like purposes. 

This explanation is very restriaive. The 
forest department cannot allow the use of 
forest lands by individuals or organisa¬ 
tions even for horticultural crops or 
medicinal plants. The provision that using 
of land for non-forest purposes does not 
include any work relating or ancillary to 
conservation, development and manage¬ 
ment of forests and wildlife like the 
establishment of check-posts, firelines, 
culverts, dams, pipelines or other like pur¬ 
poses is very strange. It should be noticed 
that all these uses are basically those 
relating or ancillary to conservation, 
development and management of forests 
and v^dlife. Thus, building of dams, 
culverts or bridges or lining of pipelines 
for the use of villagers would constitute a 
non-forest purpose and would not be en- 
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' i^3ed to ei^ptioh under ^ expiimation. 
There are numerous complaints that the 
forest department does not allow con¬ 
struction of even very small dams or-ercc- 
tion of telephone poles or laying of 
pipelines and this obstructs all develop¬ 
ment activities including the supply of 
water through pipes. In the explanation, 
use of land for erecting wireless com¬ 
munications is exempted but not tele¬ 
phone or telegraph poles. This is bound 
to create tensions and hostilities between 
different departments of the government 
and also obstruct many development pro¬ 
jects benefiting forest-dwelling com¬ 
munities. The provision covers all forest 
lands including degraded forest lands and 
empowers the forest department to veto 
anything and everything on forest land in 
favour of ii.s own programme or even 
without any programme. 

To strengthen this veto power a new 
provision has been added. It is laid down 
that whoever contravenes or abets the con¬ 
travention of any of the above provisions 
shall be punishable with simple imprison¬ 
ment for a period which may extend to 
15 days (section 3A). That this is obvious¬ 
ly meant for the officials of the other 
departments is indicated by the fact that 
it is laid down that every person directly 
in charge of or responsible for any pro¬ 
hibited activity shall be deemed to be guil¬ 
ty of the offence and shall be liable to 
punishment (section 3B). As a matter of 
grace it is further laid down that a per¬ 
son, particularly the head of the depart¬ 
ment, liable to any punishment shall be 
exempted if he e.xercised all due diligence 
to prevent the commission of such of¬ 
fence. Thus in future every officer, in¬ 
cluding revenue officials, will have to be 
very careful about any reasonable or 
unreasonable encroachments on even very 
degraded forest lands. This will create 
hostilities among the officials of different 
departments vis-a-vis officials of the forest 
department. 

Short-Lived Euphoria 

Activists working among tribal com¬ 
munities and forest areas were quite 
jubilant after the issue of the forest policy 
resolution. Agencies began to plan various 
watershed development projects and were 
sure that they would be permitted to use 
degraded forest lands, as watershed 
development also includes tree plantation 
and cultivation. Many voluntary agencies 
expected that they would be able to under¬ 
take wasteland development schemes even 
if some degraded forest lands were to be 
used for them. The recent amendment has 
< shattered all this euphoria. If we note that 
all the lands not owned privately or col¬ 
lectively by panchayats and the revenue 
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department ^re under rite jurisdiction of 
the foie.st depanment and that the act and 
the amendment are applicable to all these 
land.s, one can imagine the damage likely 
to be caused. 

Official and non-official agencies work¬ 
ing in the tribal areas always complain 
that while mega-projects involving large- 
scale destruction of even natural forests 
are cleared by the central government, 
small projects directly benefiting adivasis 
and others are not cleared on the ground 
that some of them involve the use of 
degraded forest lands. They further assert 
that this IS because the ‘spill-over’ from 
large projects goes to politicians and high 
officials and that they therefore take a 
direct interest in getting clearance for such 
projects. As a result small projects can¬ 
not be undertaken. 

Recently the chief minister of Maha¬ 
rashtra severely criiicised envitonmen- 
talists and pointed out that a dam at 
Kaiisaria in Bhandara district had been 
completed in 1987, but no water would be 
stored in it as about 2(K) acres of forest 
would be submerged if the water were 
.stored. Pawar lamented that an investment 
of Rs 58 crore had been rendered infruc- 
tuous. What the chief minister did not 
clarify was that the project could not be 
completed because of its non-clearance by 
the central government.'" Instead he took 
the convenient stand of criticising en¬ 
vironmentalists in general. 

One hopes that the prime minister and 
the committee appointed by him to con¬ 
sider the Forest Conservation Act and the 
recent amendment will take into con¬ 
sideration all these issues. The need of the 
hour is to have a new comprehensive 
forest act as recommended by the NCA 
in 1976. 
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A TWO-DAY seminar on ‘Disarmamem 
and Development’ was organised by the 
All India Peace and Solidarity Organisa¬ 
tion (AlPSO), Pune, Department of 
Defence and Strategic Studies, Poona 
University and Shankar Brahme Ciran- 
thalaya, Pune, on February 4 and 5, 1989 
at the Poona University campus. Experts 
were invited to talks on various topics 
related to disarmament and development, 
and the participants were local peace acti¬ 
vists, university teachers and students. 

The acting vice-chancellor of Poona 
University R G Tkkawala in his inaugural 
speech, referred to technological neo¬ 
colonialism and misuse of science and 
technology for war purposes. Raja Mohan 
(Institute of Strategic Studies and Ana¬ 
lysis, New Delhi), in his paper on ‘Dis¬ 
armament and International Security- 
Some Emerging Antinomies’, pointed out 
that the scene for disarmament had 
brightened considerably over the past 
three years. Apart from the INF treaty, a 
sustained dialogue between the US and 
the USSR had taken place over a wide 
range of issues. There was a move towards 
reduction of conventional arms in Europe 
and a multilateral agreement on banning 
chemical warfare. The changed political 
climate had also contributed to significant 
progress in resolving a number of long¬ 
standing regional contlicts in the third 
world, ranging from Iran and AfghanLstan 
to Palestine and Namibia. 

However, the processes are still neither 
mature nor irreversible. Already, as a 
backlash of INF treaty a fresh deployment 
of nuclear weapons in Europe is under 
active contemplation. Intervention of the 
forces of peace all round the world may 
prove to te decisive at this stage. 

Amongst the emerging political and 
strategic antinomies, the speaker dwelt 
upon ‘bipolar imagination vs multipolar 
reality’. Since the second world war, the 
international situation has been portrayed 
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as a tussle between the two leading 
military powers. However, since the 70s 
both the US and the USSR have come 
under considerable economic pressure 
There is a possibility of ‘structural dis¬ 
armament’. While the earlier view was that 
economic forces lead to militarism, now 
we can think of economic forces leading 
to demilitarisation. The burden of defence 
budgets has become the main obstacle to 
economic growth even in the North. The 
US has lost a large part of its control over 
the world economy. In 1950s the US pro¬ 
duced 40 per cent of world goods and ser¬ 
vices. In 1980s the share has come down 
to a mere 22 per cent. On the other hand, 
the emerging economic strength of EEC 
and .lapan has resulted in a sharpening of 
inter-imperialist contradictions. 

Political differences have come to the 
surface in the NATO alliance. Whereas, 
the US wants the Europeans to increase 
their share of the NATO budget, the 
Europeans are eager for disengagement 
and de-alignment. Gorbachev has been 
quick to respond to the emerging complex 
multipolarity. Not only has he readily 
accepted greater independence for eastern 
Europe, his proposal of ‘European home¬ 
land* is a recognition of multipolar reality. 

Finally, the dramatic changes in the 
disarmament scenario owe much to the 
relentless pressure of Gorbachev’s peace 
initiatives. He has made a radical depar¬ 
ture from the earlier Soviet world view. On 
the one hand he has revolutionised the 
strategic perspective by insisting on the 
principle of ‘reasonable sufficiency’ as 
against the earlier doctrine of ‘deterrence^. 
On the other hand, he has given up the 
idea of a triumphant march of socialism 
and an immediate collapse of capitalism. 
The emphasis has instead shifted to 
peaceful coexistence and donilitarisation 
of capitalism. He has categorically stated 
that ideolo^cal differences need not in¬ 
terfere with inter-sute negotiations. 


Sadhan Mukherje^s (AlPl^ Drild) 
paper on ‘IVansnational ProHl Motives 
and the Arms Race: Camouflage of the 
Two Superpower Theory’ emphasised the 
role of multinational corporations in the 
arms race The billions of dollars involved 
in the Star War Programme (the budget 
IS supposed to reach 69 billion dollars by 
the mid-90s) are the main reason for the 
American president’s refusal to shelve it. 
The multinationals exert immense pres¬ 
sure on US state policies through direct 
contribution in election times, bribe and 
a close network of state executives and 
multinationals’ management boards. This 
largely explains US inability to respond 
positively to Gorbachev’s radical peace 
propo.sals. In the ca.se of Soviet Union, the 
military budget is a drain on the state’s 
resources, which could be used for 
increasing the living standards in the 
economy. Hence, USSR has consistently 
adopted a positive stand on disarmament 
as shown by the UN voting figures. 

The transnational corporations played 
a very significant role in the second world 
war. The industrial base was then geared 
to war needs. In the post-war era, it did 
not get converted to meet the civilian 
needs. In fact, when the EuioF>ean arms 
market became saturated, the TNCs mov¬ 
ed their field of operation to the third 
world. The developing countries spend an 
enormous amount on arms and incur 
foreign debt toi this purpose. India’s own 
budget for defence has increased from 
around Rs 1,500 crore in the 50s to 
Rs I5,0(X) crore at the end of the 80s. Most 
of the regional conflicts in the post-war 
era have taken place in the third world. 
Direct foreign military intervention took 
place in 75 per cent of cases. In 70 per cent 
of these cases the intervening power 
belonged to the developed capitalist 
world. 

Apart from being arms purchasers, 
many developing countries like Ar^tina, 
Brazil, Egypt, India, Pakistan, South 
Korea, etc, have also become arms pro¬ 
ducers and exporters. In this regard it is 
worth noting that the Indian arms in¬ 
dustry which belonged to the state sector 
all these years is now opening up to the 
private sector. 

in the sphere of development, the pic¬ 
ture is dismal. Sunanda Sen (JNU, New 
Delhi) presented a paper on ‘Inter¬ 
nationalisation of Capital and the 
Developing Nations*. Third world ddM has 
become the most explosive aspect of the 
development process since the 80s. Dbc- 
ing the history of international financev 
the paper analysed the current trends in 
this respect. In the 70s, estcess petrodollars 
deposited with the developed worhf resul¬ 
ted in massive commercial k>ai» to tlu 
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wotid. in the BOs new trends were 
discernible in the international finance 
market. The composition of private inter¬ 
national credit changed. A larger propor¬ 
tion of lendings belonged to the security 
sector as distinct from bank credit. 
Secondly, the US itself became the largest 
borrower nation. Since the creditworthi¬ 
ness of the US was much superior to that 
of the developing world and since the 
developing world hardly participated in 
the security market, there was no fresh in¬ 
flow of finance to the developing world 
during 80s. In fact as a result of heavy 
debt servicing a net outflow of capital 
from the developing world was witnessed. 
Net outflow of capital is, of course, 
backed by a net commodity outflow as 
well. Unfortunately, it is not possible for 
the third world to delink itself because its 
production structure is structured in ac¬ 
cordance with the dependent development 
pattern. 

Sen pointed out that debt rescheduling 
for the third world supposedly considered 
independently by private (l.ondon club) 
and official (Paris club) lenders, requires 
stand-by credit as the main precondition. 
This implies IMb conditionality which 
further aggravates the destitution and 
poverty in the third world. 

Bazil Shaikh (Reserve Bank of India, 
Bombay) gave further technical details on 
the international debt problem and 
pointed out that ii was the economic 
policy of OECD, which was responsible 
for the existing explosive situation. The 
volatile and adverse movements in ex¬ 
change and interest rates and commodity 
prices would render the most prudent bor¬ 
rowing programme unsustainable. Ikiking 
about the solution to debt problem Shaikh 
pointed out that what is at stake is not the 
entire outstanding debt but a proportion 
thereof, i e; a debt reduction to sustainable 
levels. The amount of reduction required 
is a minuscule proportion of the annual 
GNP of industrial countries. It is a frac¬ 
tion of the aimual global expenditure on 
armaments 

The second day’s proceedings concen¬ 
trated on spedfle neo-colonial designs and 
the role of the peace movement therein. 
Rajan Harshe (Hyderabad Central Uni¬ 
versity) presented a paper on ‘US Im¬ 
perialism and Apartheid’. The apartheid 
system, while institutionalising in¬ 
equalities, tends to tribalise, de-urbanise 
and socially marginalise the overwhelm¬ 
ing majority of the population. Harshe 
pointed out that the development of 
capitalism and racism have been inter¬ 
twined in the social processes of South 
Africa. Cqiitalism has been built with the 
help of cheaply available black labour 
power within,South Africa and the 
migrant workm who came from the 


neighbouring states. As a corollary, there 
has always been convergence between col¬ 
our and class. Further, capitalism in South 
Africa has been inextricably linked with 
western capitalism. Some of the' South 
African parastatals have developed with 
the assistance of transnational corpora¬ 
tions. Till recently nearly 375 US multi¬ 
nationals have been operating in South 
Africa. Besides the gold and other mines 
in the region, its geostrategic significance 
has also resulted in the western preoccupa¬ 
tion with the country. Most of the trade 
from the Persian Gulf to west Europe 
passes through Cape route. South African 
ports also offer repair and refuelling 
facilities to the western ships. 

In its bid to revitalise ‘containment’ the 
US has treated the Soviet-Cuban backed 
governments—Angola, Mozambique— 
and movements—ANC and SWAPO— 
with sustained hostility. By linking Cuban 
presence to national independence of 
Namibia, it unnecessarily delayed the pro¬ 
cess of transfer of power in Namibia. 

Talking about sanctions, Harshe 
pointed out economic hurdles faced by a 
country in imposing sanctions, and 
therefore the inability of the world com¬ 
munity to exert effective economic 
pressure on the apartheid regime. 
However, the anti-apartheid groups in the 
US and the mounting opposition to the 
apartheid regime within South Africa has 
succeeded to some extent in pressurising 
American business to withdraw from 
South Africa. 

P Sainath (deputy editor, Blitz and 
editor. Counter Media) in his talk on 
‘Media and Militarism’ gave an interesting 
account of the role of media in 
perpetuating militarism and arms race. 
Media is the ideological arm of military- 
industrial complexes. Even if a particular 
media agency is incurring economic loss, 
it is supported by the multinationals 
because it represents a deadly ideological 
weapon operating in their favour. Thus, 
the Hiroshima bombing was described as 
the ‘grand finale of a symphony’ in the 
New York Times and the mushroom cloud 
reminded the correspondent of the Statue 
of Liberty. Three lies were propagated; 
Hiroshima was a military complex, the 
bomb brought a speedy end to the war 
and that radioactivity was not harmful. 
Hence opinion polls in the US showed 
that 85 per cent of the people approved 
of the bomb. Later William A Lawrence 
the scientifle correspondent of the New 
York Times received the Pulitzer Prize for 
objective reporting. 

The situtation is no different now. 
While loud protests are made about the 
chemical warfare plant in Libya, the US 
budgetary increases for chemical warfare 
are not even mentioned. Gorbachev’s 


peace initiatives have completely flustered 
the western media, which has had to eat 
its own words. The “deadly SS-20 Soviet 
missiles” with which Europe bristled 
according to this media have suddenly 
turned into “toothless obsolete weapons” 
after the INF treaty. 

Talking about neo-colonialism and the 
third world, Sainath mentioned that news 
from Lahore to Amritsar comes via New 
York and London. Out of 40 million 
words, pul out daily by news agencies, 33 
million are controlled by 4 agencies. 
Associated Press (AP), United Press Inter¬ 
national (UPI), Reuter and Agence France 
Presse (AFP). Indian newspapers pur¬ 
chase 70 per cent of their news from 
foreign news agencies. A new information 
order would mean hard bargaining by 
developing countries in international 
forums. The solution cannot be found at 
an individual level. 

The seminar concluded with Vivek 
Monteiro’s (CITU, Bombay) talk on 
'Regional'Disarmament in South Asia’. 
Describing the international situation, 
Monteiro pointed out that in 1985, no one 
could have dreamt of the progress in dis¬ 
armament made in the past three year. 
This has happened because Gorbachev 
has changed the very basis of disarmament 
negotiations. Starting from the voluntary 
ban on nuclear testing, the Soviet Union 
has come up with a number of unilateral 
initiatives irrespective of the fact that 
the west has not always responded en¬ 
thusiastically. This applies equally to 
international military escalations and the 
resolution of regional conflicts: be it 
the withdrawal of Soviet forces from 
Afghanistan or Vietnamese forces from 
Kampuchea. 
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India’s nuclear pc^cy has been anibi- 
guous. White India’s security should never 
be compromised, there is need to examine 
this policy rationally. The policy of 
nuclear ambiguity does not provide a 
deterrent vis-a-vis US .or China which 
already possess nuclear weapons. Nuclear 
ambiguity can serve as a deterrent at most 
against I^kistan. On the other hand, so 
far as Pakistan is concerned, India, with 
its superiority in conventional weapons is 
strategically in an advantageous position 
only so long as both do not possess 
nuclear weapons. The speaker therefore 
advocated closure of India’s nuclear 
option for a limited period and a vigorous 
foreign policy initiative to make south 
Asia nuclear free region. This would, of 
course, include American bases in the 
Indian Ocean. It is possible that such a 
proposal will not be accepted by all par¬ 


ties concerned and espedaily the US may 
absolutely refuse to abide by it. However, 
in the process India would gain tremen¬ 
dous political credibility in the inter¬ 
national forum. Instead of becoming a 
third rate nuclear power, India could 
become a first rate disarmament power. 

The seminar concluded with a debate 
on a concrete set of proposals for the 
Indian peace initiative. These proposals 
are still being further debated and 
modified. Among the interesting ideas 
which came up for discussion during the 
..seminar was the suggestion that the third 
world war might be a scries of wars in the 
third world. Post colonial states are not 
based on natural economic, ethnic or 
cultural wholeness. Compared to the con¬ 
glomerates like the EEC, individual states 
are ceasing to be economically viable, just 
as the earliei small kingdoms were not 


viable againit (he coloniaiiif ai|m^ of 
nation states. 

An imporumt question pertained to the 
relative emphasis of the peace movement 
on economic base and resulting super¬ 
structure. One group insisted that the 
complexity in superstructure does not 
allow it to be relat^ to the economic base 
on a one-to-one basis. Gorbachev’s world 
view has put ideology in the background. 
The other group was of the opinion that 
the economic base ultimately determined 
the state’s overview. Gorbachev’s peace 
initiatives have to be understood against 
the background of socialist productitm 
relations in the Soviet Union. Immediate 
international crisis can be defused by 
keeping basic ideological differences in the 
background, but in the long run, peace 
and stability was impossible without com¬ 
bating capitalism. 


IF YOU DEDUCT 
INCOME TAX AT SOURCE, 
THIS IS FOR YOU. 

Effective 1 April 1989, Certificates for Tax Deduction At 
Sources under Sec. 203 of the Incometax Act have to be 
issued in a prescribed form called Form 16. 

This Form 16 is to be obtained by the .Tax deductor 
from the Incometax Department. 

A book containing 50 forms of such certificates can be 
obtained from the Commissioner of Incometax of your region, 
by 

(a) making an application to the Commissioner on Form 
17 (available free from the Incometax Office): 

(b) depositing a sum of Rs. 25/- through Challan No. 32. 

Form 16 is in triplicate. The first copy is to be issued to the 
payee, and the second copy is to be filed alongwith. your 
annual return of TDS to be filed under Sec. 206 of the I.T. Act. 

For further information, please contact PRO in the office of 
Commissioner of Incometax of your region. 


INCOME TAX DEPARTMENT 

Directorate of Incometax (RSP& Public Relations) 
NEW DELHI 

davp 89/26 ■■ 



SM 




A People’s Dam 

Anant R S Phadke 


The recently-inaugurated dam at Balawadi in Sangli district is the 
first success of a broad-based people’s movement for an 
ecologically sound policy for preventing drought. 


THE inauguration of the first gate of the 
‘Balintja Smtiti Dharan’ (Baliiaja Memorial 
Dam) at Balawadi, Sangli district (Mtdu- 
rashtre), on March S marks the victorious 
culmination of the novel, unique struggle of 
the people in the drought-stricken villages 
of the Khanapur taluk. Hundreds of people 
in the surrounding villages and represen 
tatives from neighbouring taluks and dif¬ 
ferent people’s organisations had gathered 
at Balawadi to witness the function of the 
returning of the loans taken from sym¬ 
pathisers and the felicitation of the represen¬ 
tatives of different organisations who helped 
the successful movement to build this 
‘people’s dam’. 

The novel idea of building a small dam 
from the funds generated through the sale 
of a limited amount of sand in the Yerala 
river in two adjoining villages took shape 
as part of the broader anti-drought move¬ 
ment of the toiling people in this area. It was 
realised that such a dam would serve the 
three-fold purpose of generating productive 
employment through the use of local 
resources; would conserve local ecological 
balance and would make a breakthrou^ in 
the fatalistic outlook' and dependent attitude 
of the poor people in drought-prone area. 
There followed a prolonged two-pronged 
struggle to stop the uncontrolled excavation 
of the sand from the banks of the Yerala by 
private contractors on the one hand, and on 
the other hand, to secure a permit for the 
local committee to eccavate limited amount 
of sand for the purpose of building a small 
dam. Last March, peoples spirits were mther 
low because even after clarifying the doubts 
raised by the government on the technical, 
economic, legal aspects of this dam, and in 
spite of continuous pressure through dif- 
feient forms of peoples struggles the govern¬ 
ment was still not willing to Uke a policy- 
decision on allowing the local committees 
to sell sand on a permit-basis without enter¬ 
ing into an auction in competition with 
private contractors. This March is however 
very different. All those concerned with this 
movement are in a festive mood. For good 
reason. Sympathisers of the movnnent from 
different parts of Maharashtra responded 
ve^ positively to the call by Mukti 
Sangharsh of hoping out with temporary 
interest-free loans amounting to Rs 70,000. 
In the meanwhile; the government conceded 
to the demands of the movement and the 
local committee has, up to now, sold sand 
worth around Rs four hddi and completed 
moat of the stone-work of thu tiny (3 metre 


high, 20 metre long) dam. The local com¬ 
mittee proudly returned the major part of 
the loan to its sympathisers on March 5, at 
the inauguration ceremony of the first gate 
of this ‘People’s Dam.’ 

Government employees unofficially ad¬ 
mitted that the cost of building Baiiraja is 
about half the cost at which government 
dams of the same capacity have been built. 
Popular participation had excluded corrup¬ 
tion. wastage, delays. The activists of Mukti- 
Sangharsh stress that the real significance 
of this tiny dam is the policy decision that 
the government had to take regarding the 
sale of sand, on account of the people’s 
movement supported by democratic forces. 
Activists explained that the next great 
challenge in the near future before the 
Baiiraja movement is implementation of the 
equitable water-distribution system, agreed 
to by all the members of the local co¬ 
operative society and to put into practice the 
mutually agreed scientiHc, ecologically 
sound cropping policy. For example, it has 
been agreed upon that no sugarcane would 
be cultivated. The aim is to couple multi¬ 
culture tree-plantation in 30 per cent of the 
area under cultivation, with protective irriga¬ 
tion for staple grain in order to develop an 
economically and ecologically-sound alter¬ 
native to the current myopic strategy of 
banking upon sugarcane. Since water from 
the Balirttja dam would be used primarily 
for protective irrigation, (only ISO mm of 
assured water supply) even with the small 
reservoir of 20 MCFT, 380 hectares of land 
would be under protective irrigation. 
(Irrigation requirements are expectea lO 
reduce over time with improved quality of 
the soil on account of a stress on the use of 
biomass instead of artificial fertilisers). All 
families, including the landless ones (which 
in these two villages number only one per 
cent), would have an equal right to the water. 
The landless can sell their quota of water. 
Replying to the criticism that this is en¬ 
hancing the commoditification of natural 
resources, Bharat Fatankar, one of the 
leading activists of Mukti-Sangharsh, said 
that water is already a commodity and there 
is no better way avsdlable today to ensure the 
right of the landless labourers. 

Replying to the orthodm left criticism 
that all this work of building a people’s dam 
is reformist, and absolves the state from its 
responsibility, activists of Mukti-Sangharsh 
forcefully argued that their perspective is not 
that people should take iq> the task of build¬ 
ing all such dams; but unless some sort of 


alternative model, based on the people’s 
struggles is actually devefoped, the left move¬ 
ment would not obtain hegemonic aspira¬ 
tions. if a few Baliraja-type of projects are 
successfully run in different parts of the 
country, the left movement can then con¬ 
cretely demand that similar such econo¬ 
mically and ecologically sound anti-drought 
developmental projects be taken up by the 
state. Unless the toiling people are able to 
dictate the very nature of developmental pro¬ 
jects. the Congress Party would continue to 
be in the position of ‘hegemonic party of 
development’ and the left and democratic 
opposition would continue to be in the 
subaltern position and would remain a 
movement which demands, monitors, imple¬ 
ments the so-called developmental schemes 
tailored to enhance the hegemony of the 
rural bourgeoisie. These activists explained 
that they started with organising the landless 
labourers in this area for usual demands of 
work and better wages. But they found that 
unless Mukti-Sangharsh itself is able to 
identify or even prepare plans for produc¬ 
tive development projects^ toiling people 
would be unlikely to believe that the problem 
of lack of employment can be solved; nor 
would they believe that the problem of 
drought can be tackled effectively. The ac¬ 
tivists found that the mentality of dependen¬ 
cy, diffidence, fatalism could be transformed 
to higher aspirations through such ‘model’ 
projects based on people’s movements. Once 
people concretely sec that a qualitatively dif¬ 
ferent type of pro-people developmental pro¬ 
jects can be planned and executed, they 
would come forward to struggle for similar 
developmental projects. 

As rulers of the future society, toiling 
people would develop their own vision of 
what can be aitd should be done at a local 
level to solve the problem of unemployment 
and of drought. Sampatrao Fawar, the local 
leading activist from Balawadi, agreed that 
there are certain dangers of reformism in this 
approach. But then he asked “which poli¬ 
tical strategy is free from the danger of refor¬ 
mism and yet can challenge the hegemony 
of the Congress from its very roots? The 
Baiiraja movement has received support not 
only from the left parties and groups but 
also from different types of democratic indi¬ 
viduals and groups interested in ecologically 
and economically-sound development in 
rural areas. Baiiraja has in a way challenged 
the image of the Congress in Sangli district 
as the sole party responsible for rural 
development!’ 

Only time will tell whether the kind of im¬ 
pact that the Baiiraja movement wants to 
make, will actually materialise. There are 
plans to replicate such a project at a few 
places in Maharashtra with the help of a 
broad-based body comprising of different 
left and democratic individuals and orga¬ 
nisations. It is too early to say as to what 
extent the message of Baiiraja would be 
taken up by the peoples movements. 



Pakistan's-Post-Colonial Democracy 

Implications for Indo-Pak Relations 

Aswini K Ray 

Tbo much is being expected, too soon of the new civilian regime 
in Pakistan. There are important historical specificities 
determining the structural imperatives of Pakistan’s politics. It 
would be unrealistic and counterproductive for Indo-Pak relations 
to underestimate their importance. 


A CIVILIAN regiine in I^kistan, after long 
military rule, has, understandably, elicited 
widespread global attention, and, in India, 
considerable enthusiasm. Benazit Bhutto, 
as the Indian prime minister said in 
Islamabad, has become a “household 
name in South Asia". 

Within the acknowledged inadequacy 
of western political theory to concep¬ 
tualise the many variations of non¬ 
military regimes in the countries of the 
third world, the civilian rule in Pakistan 
gets away with the accolade of a demo¬ 
cracy, in popular parlance. This concep¬ 
tual ambiguity, rooted in the western, 
ethnocentric, historical roots of contem¬ 
porary political theory is replete with the 
hazards of many unrealistic assumptions 
of its operational potentials. Already too 
much is being expected too soon. This 
could be counterproductive, both for the 
future of the civilian regime in Pakistan 
and for Indo-Pak relations. 

The People's Party-ruled Pakistan is a 
democracy to the extent, and only to the 
extent, that the leadership at the apex level 
of the state-apparatus is elected by some 
form of popular suffrage; and the prime 
minister and the chief ministers, as leaders 
of majority parties, are resptrnsible to 
their respective legislatures. Beyond these, 
any parallel with the western democracies 
ends. The autonomy of stable democratic 
institutions, with a tradition of institu¬ 
tional ethics, within their constitutionally- 
enshrined limits, which prov ide the insti¬ 
tutional scaffolding to a system of 'Rule 
of Law’; and a widespread social base of 
democratic consciousness, that provide 
the political underpinnings of western 
liberal democracies, are yet to assert 
themselves in most post-colonial political 
systems. This is particularly true of a 
country like Pakistan, with its long history 
of military rule preceded by a spell of 
civilian proxy-regimes marionetied by the 
‘military-bureaucratic clique’, between 
19S3-S8. 

Like all political systems, but more true 
of the post-colonial ones, there are impor¬ 
tant historical specificities determining 
the structural imperatives of Pakisun’s 
politics, which constitute serious opera¬ 


tional constraints for any leadership, par¬ 
ticularly those depending on popular sup¬ 
port. I hese structural imperatives have 
historically emerged from the influence of 
the global power structure of po.st-war in¬ 
ternational politics, and Pakistan’s specific 
role in it, as well as the domestic political 
economy spawned by, and supporting, 
such a role. It would be unrealistic to 
underestimate their importance in 
Pakistan’s latest version of democracy. 

The dialectical links between Pakistan's 
global role in the US strategy of ‘contain¬ 
ment’, first as a ‘strategic bridgehead' and 
subsequently as a ‘frontline .state', and its 
domestic political economy is easy to 
e.siablish, logically and empirically. Like 
many other repressive regimes in the third 
world, lucking a strong domestic political 
base, military rule in Pakistan has histo¬ 
rically depended upon external support 
for its survival and continuous modernisa¬ 
tion at the cost of other social groups; this 
linkage at the apex level of the ruling elite 
has had to be continuously reinforced by 
an orchestrated perception of external 
threat in which the Soviet Union and 
India, for historical and geopolitical 
rea.sons, have filled the bill. A sustained 
emphasis on the Islamic character of the 
state have been among the logical corol¬ 
laries of this threat-perception of its ruling 
elite. While the origin of this syndrome 
is historically rooted in the military- 
bureaucratic elite’s continuous search for 
political legitimacy, the three rounds of 
war with India particularly the liberation 
war of Bangladesh Have provided oppor¬ 
tunities for such threats to become self- 
fulfilling realities in Pakistan’s history 
and, thereby, somewhat credible in 
popular perceptions. Along with the 
historical memories of this adversary- 
relationship, in many ways reinforcing it, 
is the hegemony of the army within the 
narrow social base of its ruling elite; its 
elite’s dependence on external support for 
political survival, as well as economic and 
technological modernisation; its high- 
profile Islamic identity. These have 
historically shaped the political economy 
and political culture of Pakistan in an 
abiding sense since the country’s infancy. 
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It Wduld be a little unrealistic to expect 
the recent general elections to have made 
any irreversible dent in the entrenched 
power structure of the country or the PPT 
to bring about any sudden dramatic 
change in the country’s political economy 
and political culture. 

A few details of the circumstances 
facilitating the return of democracy in 
Pakistan would underscore the abiding 
continuity of the entrenched power struc¬ 
ture. After a decade of popular Movement 
for the Restoration of Demivtacy (MRD), 
the general election had to await two 
critical conjuncturcs of inicrnational and 
domestic politics: the Geneva Agreement 
on Afghanistan, undermining the strategic 
importance of Pakistan to the US policies 
m the region; and the accidental death of 
president Zia, one in a series of such 
mysterious events at critical moments ol 
Pakistan's history beginning with the 
assassination of the prime minister 
Liaquat Ali Khan, way back m 1951. The 
fact that the emergence ol the civilian 
regime in Pakistan coincided with the 
redundancy of the military regime to its 
superpower patron’s regional priorities 
may not be without any significance, in 
fact, Pakistan's military regime had 
already become a liability to the post- 
Geneva priorities ol US policies in the 
region, with its concern for enforcing 
nuclear non-proliferation and control of 
drug-iralfic, against both of which, the 
Pakistan army under Zia constituted the 
major vested interest. 

The MRD’s present round of success 
appears largely attributable to its con¬ 
formity with the structural imperatives of 
Pakistan’s politics. Its leadei, Benazir, till 
now appears to have displayed greater 
realism in this respect, than certainly her 
impetuous father, possibly learning from 
her mentor’s mistake in deluding himself 
into believing in his political autonomy 
based on the populist appeal of his 
‘Islamic Socialism’. At the cost of his life, 
Bhutto remained oblivious of the reality 
of his strictly limited role, within the ex¬ 
isting power structure, in the country’s 
history after the military defeat of the 
army and the secession of East Pakisun: 
to negotiate wit.h victorious India for the 
release of the 90,000 PdWs, and the 
recognition of the political reality of 
Bangladesh, the two immediate compul¬ 
sions of the Pakistanti leadership for the 
resolution of which the army was parti¬ 
cularly ill-suited, and least prepared. Once 
Bhutto resolved the two immediate lia¬ 
bilities for the armed forces, the old 
balance, momentarily disturbed after the 
military defeat, was forcibly restored 
against considerable popular resistance. 

In marked contrast to her father, 
Benazir, despite her popular appeal, has 
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dll aow ccMtfonned to the logical im- 
pentives of Pakistan's power structure. 
She has meticulously nursed the critical 
axis of the US establishment, particularly 
the ^ate Foreign Relations Committee 
and the state department, facilitated by 
her ‘old school tie.s’ of the Oxford and 
Harvard days; assuaged the army against 
its fears, during her election campaign and 
after her party’s majority victory; publicly 
portrayed herself as a good Isla^c house¬ 
wife. These have contributed to her pre¬ 
sent round of electoral success as the 
leader of the civilian regime in P|lcistan. 

But at least we in India, despite our 
relatively long history of functioning 
democracy, should be able to appreciate 
the critical operational distinction bet¬ 
ween electoral victory and political 
authority. In the case of Pakistan, it could 
be a long, uncertain and tortuous process 
before Benazir and/or the People’s Party 
could transform their present electoral vic¬ 
tory into durable political authority, in a 
society distorted by prolonged exercise of 
repressive authority. Meanwhile, as till 
now, it would be unrealistic to expect any 
signlTlcant departures from the historically 
determined ‘rules of the game’ laid down 
by its entrenched power structure. This is 
where Indian diplomacy, and Indian 
public opinion could become a critical 
variable for the continuity of the civilian 
regime in Pakistan and the quality of 
Indo-Pakistan relations. 

Even if the Benazir-led civilian regime 
in Pakistan remains within the logical im¬ 
peratives of Pakistan’s contemporary 
power structure, with many of its opera¬ 
tional constraints, it is not without its ad¬ 
vantage for Indian diplomacy. From their 
existential experience, sortie l^kistanis are 
entitled to prefer the civilian regime—in 
fact any civilian regime—to a military 
rule. Even from the standpoint of ethical 
norms they ate entitled to the sympathies 
of those who view ‘good government’ to 
be no substitute for ‘self-government’. 
Even from the. Indian standpoint, the 
PPP-led civilian regime, with a strong 
domestic political base, in the long run, 
need not so abjectly depend upon the 
vicious circle of domestic repression, ex¬ 
ternal dependence, and foreign threat- 
all, in a relative sense—a syndrome, in 
which India as the historically-perceived 
adversary becomes the easily-identifiable 
bogey. 

Without bong prisoners of history, one 
could learn usefully from the past by 
keeping in mind the truism that lustoricid 
parols are never identical. In this con¬ 
text, the period in Pakistan’s politics 
before the military rule in 1958 and the 
relatively shoa-liv«] Bhutto interlude in 
the early-seventies, offer instructive 
parallels with the present phase. 


In 1951 even before the stranglehold of 
the army was firmly established in 
Pakistani politics, as a prelude to the 
emergence of the miliury-bureaucratic 
oligarchy and within a few weeks of the 
Nchru-Liaquat Agreement of 1950, first, 
there was an abortive army coup followed 
soon after by the assassination of prime 
minister Liaquat Ali Khan, both mysteries, 
whose official explanations have remain¬ 
ed unconvincing till now. In 1954, the 
United Front government in East 
'Pakistan, elected with overwhelming ma¬ 
jority in the only election held in the coun¬ 
try till then (seven years after Pakistan’s 
creation), was dismissed within a month 
of its election and chief minister Fazlul 
Haq and his cabinet colleagues arrested 
as ‘self-confessed traitors’ by the gover¬ 
nor general Iskander Mirza, shortly after 
the chief minister, in an enthusia.stic recep¬ 
tion accorded to him in Calcutta, pleaded 
for improved Indo-Pakistan relations and 
greater cultural and economic exchange 
between the two Bengals. In 1955, prime 
minister Mohammed Ali Bogra, the 
political midwife of Pakistan’s military 
alliance with west, was eased out of of¬ 
fice within a tw days of his talk of a “new 
1955-approach” to Indo-Pakistan rela¬ 
tions. In 1957, prime minister Suhrawar- 
dy’s government fell even while his 
emissary. Shaikh Mujibur Rahman, was 
on his way to Moscow to explore the 
possibilities of resolving the Indo-Pak im¬ 
broglio over Kashmir. The last of the 
civilian prime ministers before the army 
coup in 1958 was dismissed and direct 
military regime imposed on the country 
within a few days of the Nehru-Noon 
Agreement, and the Pakistan prime 
minister's speeches threatening to “shake 
hands with the enemies”. The military 
coup finally aborted the twice-postponed 
general elections in the country in which 
the general consensus among the con¬ 
testing political parties centred around 
two principal dmands, both on foreign 
policy issues; withdrawal from the military 
alliances, and bilateral negotiations with 
India on Kashmir. 

Even within the political structure of his 
own creation of ‘iiasic Democracy’, presi¬ 
dent Ayub could not politically survive the 
explosive charge of a ‘sell-out’ to India at 
Ihshkent, howsoever unfounded. The col¬ 
lapse of ‘Basic Democracy’ was followed 
by another round of military rule till the 
army’s defeat in the war against India. But 
Bhutto, who initially capitalised on the 
charge of ‘sell-out’ against his own men¬ 
tor, had to await the power vacuum 
created by the collapse of the army high 
command consequent upon its military 
defeat; he paid a greater price to the en¬ 
trenched power structure; than his men¬ 
tor, not long after the Shimla Agreement 


which threatened to restore the Indo- 
Pakistan relations to the pre-war equili¬ 
brium, in spite of his belated rhetoric of 
a ‘Thousand Years War' against India. 

This aspect of Pakistan’s political 
culture could be underscored by further 
recalling the prolonged incarcerations of 
many of the popular leaders of the erst¬ 
while East Pakistan, like Mujibur Rahman 
and Maulana Bhasani, in ‘conspiracy 
ca.ses’ accused of being ‘enemy agents’. In¬ 
cidentally, even liberated Bangladesh in¬ 
herited some aspects of united Pakistan’s 
political culture. Even the ‘Bangaban- 
dhhu’ found the charge of being ‘soil’ 
with India to be a political liability. His 
successor military regimes, along with 
their Islamic flavour, have in many ways 
replicated a miniature version of the 
political economy and political culture of 
undivided Pakistan in India's eastern 
neighbourhood. 

Apart from its Indo-centric concerns, 
borne out by this brief historical 
recapitulation, the high profile Islamic 
flavour of Pakistan’s political culture may 
also be underscored historically. Apart 
from the elusive quest from its early days 
of nationhood towards establishing an 
‘Islamic state’ with an ‘Islamic Cons¬ 
titution—with their many contending 
versions—political leaders have always re¬ 
mained vulnerable to the charge of ‘Islam 
Betrayed’, as noted by justice Munir as 
early as the early-fifties while enquiring 
into the anti-Ahmediya riots in West 
Pakistan. The politically unpopular 
military alliances with the west, in its early 
phase, was sought to be legitimised by the 
military-bureaucratic clique as being con¬ 
ducive to friendly relations with the 
Islamic countries; and, in fact, the main 
alliance with the United States in 1954 was 
announced after the inconsequential trea¬ 
ty with Ttirkey a few days before. The US 
alliance was immediately followed by 
prime minister Bogra’s ‘pilgrimage’ to 
Mecca on his way to the United States to 
negotiate for military aid. Since then, all 
political leaders till 1958, and military 
regimes thereafter, have generally con¬ 
formed to this compulsion of Pakistan’s 
political culture only in their varying 
nuances. The proclamation imposing the 
military regime and martial law in the 
country ip, 1958 was invoked “in the name 
of Allah, the Almighty”, as the one led 
by Ayub within a few days of the first. 
Elespite his launching of the ‘Islamic 
Republic’, and the ‘Islamic Bomb’, Bhutto 
often found his lifestyle vulnerable to the 
dreaded chaige of ‘Islam betrayed’. He 
was anyhow sentenced to death by his suc¬ 
cessor military regime’s version of ‘Islamic 
Law’, which also provided the constitu¬ 
tional framework for Benazir’s elections. 
The present spell of civilian regime in 
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Mcisun, emayiiig from a set of confute- 
turn within the existing power structure, 
is likely to remain in the foreseeable future 
operationally constrained within the para¬ 
meters set by its structural imperatives. 

1MPI.ICA1K)NS FOR iNW) PaK 
Rhl.ATK)NSHIP 

During the election campaign, and later 
the question of a female leader in an 
Islamic Republic became an issue in 
public debate. Bena7ir has already been 
accused of being ‘soft’ with India, a 
dangerous political liability ‘or a Pakistani 
leader, more than in the other countries 
in India's neighbourhood. Indian 
diplomacy, in its enlightened self-intere.st, 
has to reckon with this potential source 
of danger to the civilian regime in 
Pakistan and resist the temptation of 
rushing through dramatic goodwill 
gestures and reciprocal summit meetings 
that unavoidably involves high-pitched 
publicity escalating the levels of pooular 
expectations. 

Within the existing power structure of 
Pakistan, a high level of popular en¬ 
thusiasm for Indo-Pak friendship may 
pose unpredictable hazards for its civilian 
leadership, as so often in the past. For the 
present, as a policy option, Indian 
diplomacy ought to concentrate on un¬ 
obtrusively extending the range and 
depths of bilateral exchanges by negotia¬ 
tions at the administrative levels, at least 
till such time as the PPP is able to assert 
its political authority by making irrever¬ 
sible dent within the existing power struc¬ 
ture of the country. In the intervening 
period at any rate; enlarging the scope of 
bilateral exchanges may help in widening 
the social base of Indo-Pak friendship in 
both paru of the sub-continent, which 
would promote the cause in the long run. 

More than that, when the euphoria of 
the first flush of victory after a long strug¬ 
gle mellows, and the reality of the nitty- 
gritty of politics in a complex society— 
bruulised by prolonged repression- 
reveal themselves in the open arena of 
non-repiessive rule, Benazir, with all her 
liberal exposures at Oxford and Harvard, 
has to play the local 'rules of the game* 
to remain in power in Pakistan. She has 
already indicated her willingness to play 
the game her ‘pilgrimage’ to Mecca in 
her first trip abroad after assuming office, 
rather than a visit to the French Riviera 
which was her home for long. Soon she 
would be called upon to live down the im¬ 
age of being ‘soft’ against India. It is for 
such contingencies that Indian diplomacy 
has to prepare itself from the present van¬ 
tage point. 

It would be too tempting for any weak 
political leadership in India to resist the 


bait of an escalated levri%,|iiversary- 
rclationship with Pakistan pitwked by 
the inevitable populist rhetoric across the 
border; it has also its kick-backs in India, 
in more than one sense. Such an eventuali¬ 
ty, howsoever retrograde, cannot be ade¬ 
quately prevented. The process of rever¬ 
sal from co-operative relationship can 
only be deterred by unobtrusively forcing 
the pace of bilateral exchanges at the 
educational, cultural and mass media 
plane to begin with, followed by the 
economic plane. Any attempt to re.solve 
contentious i.ssues, like Kashmir, is bound 
to be counterproductive by reviving 
memories of long-reconciled wounds on 
either side of the border. The Kashmir 
issue has historically been the graveyard 
of many leaders of Pakistan more for¬ 
midable than its present leadership; and, 
since it is unlikely for any Indian leader¬ 
ship in the foreseeable future to improve 
upon the present Indian position on this 
issue, it would be in their mutual interest 
to keep the issue out of their reckoning, 
at least for the time being, till a more op¬ 
portune moment, if ever. As for the peo¬ 
ple of Kashmir on both sides of the 
border, who have learnt to live for so long 
under the shadow of the dispute, it would 
not involve any great sacrifice, when com - 
pared with the costs of reopening the issue 
immediately. 

But understandably, no Pakistani leader 
has ever been allowed to sidetrack the 
issue howsoever fatal its eventual conse¬ 
quences; and it is unlikely that Benazir 
would be allowed to keep the issue on a 
low priority. She would soon be called 
upon to reassert Pakistan’s position on 
Kashmir, make heroic speeches on the 
subject, accompanied by the traditional 
histrionics. It is in that inevitable even¬ 
tuality that the Indian leadership would 
be called upon to display its diplomatic 
skills and qualities of statesmanship by its 
ability to separate the grain from the 
chaff. This is just the opportune moment 
to prepare for such an eventuality, 
possibly some mutually agreed, discreet 
‘rules of the game* on the issue. 

Meanwhile, Indian public opinion has 
to be nursed to be prepared to distinguish 
between its critical long-term goals in the 
sub-continent, and scoring debating 
points against neighbours. Since the long¬ 
term goals of the country are largely deter¬ 
mined by the nature of the developmental 
options, within the present trends in 
India’s developmental debate, it is possi¬ 
ble to visualise different structure of goals, 
and corresponding policy-options. For ex¬ 
ample, those opting to latch on to the 
preKnt mainstream buidwagon of the 
‘trickle-down’ theory ate likely to be at¬ 
tracted to its logical correlate of the theory 
of defence-led development to re-enact a 


'distorted vernon of the post-war 
ment.in the western capitalist countries. 
They would prefer antagonistic neigh¬ 
bours as being conducive to India’s 
development; and, domestic repression an 
unavoidable price for such economic 
development. The proponents of such 
theories would find the underlying 
assumptions of much of the present ex¬ 
ercise as old-fashioned liberalism, with all 
its pejorative coniioutions. But, even they 
could be reminded of an important aspect 
of American diplomacy in the fifties and 
sixties against the defiance of the non- 
aligned world and the hostility of the 
communist, as well as the truculence of 
the allies. Despite some monumental 
follies, like in Vietnam and the Bay of 
Pigs, the long-term pay offs of American 
diplomacy leading to its present global 
hegemony could be considerably attri¬ 
buted to its abiding defiance of the theory 
of ‘permanent enemy’ in international 
politics. With its stakes as a regional 
power, Indian diplomacy also cannot af¬ 
ford the soft option of assuming perma¬ 
nent enmity with any neighbour; and, 
even Pakistan may be an useful ally in the 
larger struggle for regional co-operation 
and the North-South dialogue for a more 
equitable global order. 

It is also possible to have an alternative 
view of India’s long-term goals based on 
the option of a development that is deep¬ 
ly rooted in its social and humanitarian 
underpinnings, and its logical correlate of 
a development-based defence policy. This 
would give a high priority to diplomacy, 
particularly vis-a-vis the neighbours, in 
national security. Within this syndrome, 
any druabic structure of peace and stabili¬ 
ty in the neighbourho^ is contingent 
upon widening the social and political 
base committed to the goals. That is only 
possible through participatory demo¬ 
cracies replacing the repressive; dependent, 
oiigaichiK perpetuating themselves by ap¬ 
pealing to elemental emotions and at the 
cost of social tensions, mass deprivations 
and regional conflicts. In this vicious cir¬ 
cle, the relatively more fortunate Indian 
public opinion, in its own enlightened 
long-term interests, must learn to 
distinguish between the populist rhetoric 
of the leaders—goaded their structural 
compulsions—and their actual power 
content based on their infrastructural 
potentials. Besides, the democratic move¬ 
ment in India, both by example and con¬ 
crete help, could play an important 
catalytic role in widening the social base 
of democratic consciousness even in the 
neighbourhood, m the sense in which the 
democratic movement in eighteenth cen¬ 
tury France shaped the course of Euro¬ 
pean history, liut may be among the 
more creative potentiak of India as a 
regional power. 
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Mestine is a litUe country. But what is be¬ 
ing done in Mestine is symptomatic of the 
entim state of the world. It is the methods 
of settlement being used in Mestinc; rather 
than the particular settlement which may be 
reached, to which I wish to direct attention. 
These methods, 1 will try to show, are 
disastrous: and if we persist in using them 
elsewhere in the world—and there is every 
indication that we shall—the result can only 
be violence and war (Stace/Khalidi, p 631). 
THESE words written by Walter T Stace in 
1947 resound through four decades of the 
, existence of the state of Israel, the Zionist 
illusion pursued with such deadly relentfess- 
ness by the framers of that mendacious 
slogan ‘Das Land ohne W>lk: Das Volk ohne 
Landt-Hhe Land without Pecqyle: the People 
without Land’. Stace virtually predicts the 
wars and refugees of 1948, the war of 1956, 
the conquest and displacements of 1967, the 
war of 1973, the invasion and destruction 
of Lebanon in 1982, the massacres of Sabra 
and Shatila, the administrative detentions, 
the censorship, the countless military raids, 
the deaths, the iron-rist policy, the depoita- 
tions, the town arrests, the torture, the 
demolition and sealing of houses, the 
closures of schools and universities, the 
curfews, the seizure to date of 52 per cent 
of larul in the West Bank, 34 per cent in 
Gaza, the destruction of some 400 Palesti¬ 
nian cities, towns and villages, the two and 
a half millirm Pdestiniaru forced to disperse 
to the four comers of the earth and for the 
past flve months the daily brutal violence 
unleashed on yoilng and old. men, women 
and children as the "only democracy in the 
mkhUfreast” beats, tneaks bones, shoou and 
hurls tear gas on a defiant and heroic peo¬ 
ple instead of yielding to their just and vtxy 
human demands. 

How did this happen? How did Eutt^ 
in the dying throes of its imperial age suc¬ 
ceed in creating a white-settler state in the 
twentieth century? And how did Sonism 
become so deqdy ‘^enshrined as an unques¬ 
tioned good” (Said, p 58) in the United 
Stales md western Europe that it divides the 
left, aUowing any questioning of the legiti¬ 
macy df the state of Israel to be labeUed a 
.Vonantic iaft* view while calling the crea- 
doB of laiasi a lusiorical necessity'because 
of a g ei i q c i d a l onslaught? (Oouterman, 
pp 39-4(8.'As Khalidi says ”theie b no 
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mystery about the essence of the Palestine 
problem. .. .The major decisions which 
brought it about were taken in two western 
capitals—London and Wuhington... These 
decisions were taken in the teeth of existing 
realities in Palestine, and against both the 
agonised appeals of the Palestinian Arabs 
and the warnings and counsels of western 
expert observers... The Zionists were the 
initiators. But they were also, as they still are, 
the proteges of their Anglo-American Spon¬ 
sors and the emanations of their power, 
resources and will” (Khalidi, p xxi). 

The three books reviewed here, two of 
them reissued last year, enable us to answer 
the questions posed above; and to gain a 
comprehensive understanding of the history 
of modern Palestine. 

Anti-Semitism in European History 

Specifically Zionism arose in response to 
European anti-Semitism.' Though anti- 
Semitism was present in Europe for about 
2 millennia, its intensity varied. The Jews 
survived as a distinct entity “not despite 
history but through it" [Marx, p 238] per¬ 
sisting in Europe because of the "plurribtic 
character of these societies, berause the 
forces of unification were not adequate, and 
because the diffoent emiares did not destroy 
rival theologies” [Rodinson, p 99]. 

European Jews then were victimised for 
religious reasons by Christians who resented 
their refusal to acknowledge Christ as the 
Messiah, by anti-religious groups who held 
Judaism responsible for what they con¬ 
sidered the “pernicious aspects of Christiani¬ 
ty”. by the social hostility of those who felt 
victimised by Jews as tax coltectors, money¬ 
lenders, later as intellectuals, liberals, 
socialists and by the quasi-racial hostility 
that was directed towards people regarded 
as ‘foreigner;’ because of their particular 
social, personal and religious customs 
[Rodinson, p 170]. Though difficult to 
understand, one is forced to Vippredate’ the 
cleverness with which a people who never 
ruled aiqr area of Europe, or were an armed 
threat, were nevertheless successfully cast 
periodically in the role of scapegoats 
throu^ the vastly diffticnt hbtorical epochs 
of medieval, mercantile and later industrial 
Europe. The Fiench Revolution created a 
new sense of identity—that of a dtuen. Jews 
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were accorded the right to full citizenship in 
France and could aspire to the same in the 
newly formed United States of America. The 
advent of Napolean saw the first state spon¬ 
sored idea of Palestine as a home for Jews. 
In 1799 the First Consul appealed to Jews 
in North Africa and East Asia to march with 
him against the Hirks. He promised to 
restore Jerusalem to its ‘original splendour’ 
when Palestine was conquered (Beider/ 
Khalidi, p 82). 

While Jews were assimilated and eman¬ 
cipated in western Europe, in the eastern 
part, especially in Russia they were ‘citizens 
of the second or third category’. Not allow¬ 
ed to settle except within the Jewish ‘pale’,* 
not allowed to own land or to pursue cer¬ 
tain occupations, their condition was simijar 
to Russian and Polish serfs but they fat^ 
the additional onslaught of periodic 
pogroms and massacres, the word pogrom 
itself being Russian in origin, the outbursts 
sometimes spontaneous but more often en¬ 
couraged by the authorities [Deutscher, 
p 63]. In this milieu Leo Pinsker, a physi¬ 
cian in Odessa, published a pamphlet entitl¬ 
ed Auto-Emancipation, in 1882. Pinska was 
preceded in 1862 by Moses Hess who turned 
from Marxism to a new philosophy in which 
a ‘Sabbath of History’ would be attained. 
Hess, writing Rome and Jerusalem spoke of 
all nations functioning in an organic har¬ 
monious relationship which the Jews would 
initiate by reconstituting their national life 
in Palestine. Only a few east European Jews 
responded to Pinsker’s call, the vast nuyority 
then as now preferred to emigrate to western 
Europe or America. But a smalt number did 
go to Palestine setting up the first Jewish 
settlement in Palestine in 1882. These set¬ 
tlements were later saved from collapse by 
Baron Edmond Rotschild (Kohn/Khatidi, 
p 813). 

It was Theodore Herzl, a young successful 
journalist in Vienna, who covering the 
Dreyfus* affair in Paris became convinced 
of the ubiquity and inevitability of anti- 
Semitism. He wrote a pamphlet Der 
Judenstaat (The State of Jews) and a year 
later in 18^, as president of the World 
Zionist Organisation was the architect of a 
resolution known afterwards as the Basle 
Programme which called for the establish¬ 
ment of a publicly and legally secured home 
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in Piiettine for the Jewish people (Khaliili, 
p 89). Looking to a part of the globe which 
was relatively underpopulated, Herzl 
thought of Argentina, Cyprus, Sinai and 
Uganda before settling on Palestine as the 
site of the Jewish state When Her/J di.scuss- 
ed the possibility of Cyprus with Joseph 
Chamberlain, British colonial secretary in 
1902, he was informed that the island was 
inhabited by Greeks and Moslems whom the 
British could not evict for the sake of 
newcomers. Chamberlain, well known for 
his anti-Semitic feelings, however, liked the 
Zionist idea. If Herzl "could show him a 
spot among the Piitish possessions which 
was not yet inhabited by while (emphasis 
added) settlers, then we could talk” 
(Stevens/Abu I ughod, p .17). The combina¬ 
tion of anti-Semitism, white .supremacy and 
a chance to fulfil Britain’s glorious role in 
her 'historic destiny as civiliser of backwsyd 
countries' was common in varying degree.^' 
to several British statesmen 

British attitudes were partly governed by 
a 'fear' of Jewish immigration. Balfour, as 
prime minister in 1905 defended an Aliens 
Bill, warning that “a state of things could 
easily be imagined in which it would not be 
to the advantage of the civilisation of this 
country that there should be an immense 
body of persons who, however, patriotic, 
whole and industrious, however much they 
threw themselves into national life, still, by 
their own action, remained a people apart, 
and not merely held a religion differing from 
the vast majority of their fellow countrymen, 
but only inter-married among themselves”. 
Similar constraints were present in the US 
where the 1890 census was used in 1924 to 
select quotas for immigration. The 1890 and 
not the 1920 census was cho,sen in allotting 
quotas precisely because migration from 
southern and eastern Europe had been in¬ 
significant prior to that year. Thus 7,770 per¬ 
sons could be allowed in annually from three 
countries: Poland, Hungary and Rumania, 

' where nearly four and a half million Jews 
Uved. 

Besides the lofty aim of protecting Chris¬ 
tian holy places, swerving Russian Jews away 
from “«treme revolutionary elements who 
were plotting to seize powei{’ (Manuel/ 
Khalidi, p 166) strategic considerations guid¬ 
ed Briti^ policy. These included the need 
felt for a buffer zone between Sinai and the 
Arab East to protect the Suez Canal and 
communications to India, rivalry with 
France in the event of a breakup of the 
Ibrkish empire and during the first world 
war the “desperate search for support from 
all sources”... by the British government in 
light of German successes in the submarine 
war in 1917 (Mailison/Abu-Lughod, p 67). 
Here Chaim Weinnann’s (British chemist 
and Zionist leader, a Russian born Jew who 
became the first president of Israel 1948-52) 
offer of assbtance on behalf of several 
million Russian and American Jews was well 
received. Lloyd Geoige, then prime minister, 
was grateful to Ikbizmann from his days as 




chiurman of the War Munhibns Board when 
Weizmann had discovered “in the early days 
of the war a new process for the large-scale 
production of acetone, a substance essential 
in the manufacture of explosives” (Stevens/ 
Abu-Lughod, p 46). Thus the Zionist atm 
of a Jewish state in Palestine, received its 
‘great watershed’ placing the Zionist seed 
firmly within the “imperial womb of the 
paramount power in the Middle East” in the 
Balfour Declaration of 1917 (Khalidi, 
p xxvii). The historic letter to Lord Rotschild 
dated November 2, 1917 from A J Balfour 
said: 

His Majesty’s government views with favour 
the establi-shment in Palestine of a national 
home for the Jewish people, and wilt use their 
best endeavours to facilitate the achievement 
of this objc.t. It being clearly understood that 
nothing shall he done which may picjudice 
the civil and religious rights of existing non- 
Jewish communities in Faiesiine, or the righis 
and political status enjoyed by Jews in any 
other country. I should he grateful if you 
would bring this declaration to the 
knowledge of the Zionist Federation 
(Mallison/.^bu-Lughod, p 60). 

While the declaration met with some op¬ 
position notably from a Jewish cabinet 
member Edwin Montagn, secretary of state 
for India, leading to a diluted version of the 
Zionist original, it was a major triumph for 
them. Weizmann admitted 10 years later, 
“The Balfour Declaration was built on air. 
and a foundation had to be laid for it 
through years of exacting work. ... I trembl¬ 
ed lest the British government would call me 
and ask; “Tell us, what is this Zionist 
organisation? Where are they,' your 
Zionists?” For these people tliink in terms 
different from ours. The Jews, they knew, 
were against us” (Mallison/Abu-Lughod, 
P 86). 

The declaration, cleverly drafted, had the 
advantage of being addressed to Lord 
Rotschild thus adding the prestige of the 
Rotschild’s to the Zionist cause, though the 
family itself was bitterly divided on this 
issue. As Khalidi notes, the Balfour Declara¬ 
tion reveals intergovernmental pressure bet¬ 
ween two allied governments, British and 
American, the use of non-official pressure 
groups (Zionists) by the British, the 
‘metropolitan’ status accorded to the 
Zionists, a status similar to the white settler 
lobbies of French Algeria, British Rhodesia 
and Portuguese Angola, and their unique 
added advantages in that the World Zionist 
Organisation was an “internationally 
organised movement... commanded in¬ 
comparably vaster resources... more diver¬ 
sified political leverage... and the hald of 
morality, however meretricious, that it alone 
sported” (Khalidi, p xxxiv). Khalidi stresses 
that neither Britain nor the United States 
had any illusions about thie consequences for 
Palestinians of their endorsement of 
Zionism, In'his secret memorandum to the 
British cabinet on the principle of self deter¬ 
mination for the Arabs of Syria and 
Palestine; Balfour wrote 


Ikke Syria first. Do we mcM, in the ease of 
Syria, to consult principally t)ie wishes of ilw 
inhabitants? We mean nothing of the 
kind . The contradiction between the let¬ 
ter of the Covenant (of the League of Na- 
iion.s) and the policy of the Allies is even 
more tlagrani in the case of the ‘independent 
nation of Palestine'. For in Palestine we do 
not propose even to go through the form of 
consulting the wishes of the present in¬ 
habitants of the country . (Khalidi,-pxxxii). 
Rather, in Palestine Balfour and Brandeis 
intended to exclude numerical (emphasis 
added) self-determination until the Jews 
were in a majority. Jews in 1919 formed 9.7 
per cent of the population and owned 2 per 
cent of the land in Palestine. 

The Arabs of Palestine hardly figure in 
Zionist or British calculations. To Herzl they 
were to be worked across the frontier 
‘unbemerkt’ (surreptitiously) after having rid 
the country of any existing wild animals such 
as snakes for the benefit of the Jews. The 
early Zionists were well awate that Palestine 
was not a land without people. Achad Haam, 
a Russian Zionist, who visited Palestine in 
1891 reported "that it was difficuit to find 
any still uncultivated farmland there” 
(leonhard/Khalidi. p 117) Zionist leaders 
spoke not in two but .several voices, seeking 
the support of libeials, socialists and anti- 
Semites producing “a not-undeserved repu¬ 
tation in the world for chronicmendacity 
(Cliilders/Abu-Ijighod, p 166). The racist 
ba.sis of Zionist attitudes was common to all 
their leaders from Herzl to Weizmann. 

Brihsh Mandate 

With the stage now set for a European 
‘mission civilisatrice’ (Said, p 18) the British 
began their mandate in Palestine, aiding the 
Zionists to fulfil the ‘divine promise of the 
Bible’, increasing Jewish immigration in 
Churchill’s phrase according to the “eco¬ 
nomic absorptive capacity of the country” 
and in flagrant disregard of the wishes of 
the Palestinian Arabs. The Arab percentage 
of the population of Palestine dropped from 
91.3 per cent in 1919 to 83.2 per cent in 1925 
to 71.4 per cent in 1935, while Jewish land 
ownership increased only marginally from 
2.04 per cent in 1919 to 5.3 per cent in 1935 
(Khalidi, p xxxviii). The Jewish National 
Fund acquired land in its name to be held 
as the inalienable property of the Jewish 
people; which meant that it became ‘extra- 
territorialised’ for the Arabs, land which 
they could neither lease nor cultivate and 
where their labour was specifically prohibited 
(Simpson/Khalidi, pp 304-305). 

After 1919 the Sonists began a many 
pronged-strategy. They became intent on ob¬ 
taining new rights at the Wailing Wsll sacred 
to the Jews as it was believed to be the rem¬ 
nants of Solomon’s temi^e, and to Muslims 
as the El-Buraq from the name of the Pro¬ 
phet’s horse which was believed to have been 
tethered there; Jews had gone to the Wsiling 
Wall for centuries to lament and pn^ uid 
had virtually never been doiied access to it 
by the Muslim rulers of Mestine. Though 
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SfKrists were not ii^gfoin pH se they were 
aware of the pditical gains of ntiier posses¬ 
sing the Wall outright or getting additional 
rights to it. They could then acquire the 
loyalty of orthodox Jews who were other 
wise hostile to their aims. So in a manner 
uncannily resembling the Babn Masjid''Kam 
Janmabhoomi 'incidents’ of oiir day, a 
struggle for ownership began culminating in 
1929 in riots throughout major cities in 
Palestine that left, according to official 
British casualty lists, 207 dead, 379 wound¬ 
ed, the proportion of dead and wounded 
about equally divided between Arab and Jew 
(Sheean/Khalidi, p 299). 

Meanwhile the rise of Adolf Hitler in Ger¬ 
many saw an increase in Jewi-ih immigration 
to f*alcstine from .30,327 in 193.3 lo 61,854 
in 1935 (Wames/Abu-lughod, p 232). While 
this rise of Jewish immigrants kindled Arab 
fears of being reduced lo a minority in a 
decade, there also occurred an infusion ot 
capital to the country estimated at £ .30 
million to be 50 per cent mon than the en¬ 
tire government expenditure for the coun¬ 
try, leading to a five fold diffcicncc between 
Jewish and Arab per capita income. 

Arab grievances exploded in the Great 
Rebellion of 1936 m a six-month long 
'general strike and civil disobedience cam¬ 
paign. The British responded to the strikes 
•by arresting the strike leaders, deporting 
them, inflicting collective punishments on 
entire villages, housc-io-liouse searches and 
confiscation of weapons, demolishing 
hou.ses, and killing nearly S.OfXt Arabs in 
1936-39.'' Jewish ‘defence forces’ were per¬ 
mitted to expand and David Bcn-Giinon 
later acknowledged the Hagana's ' debt to 
the British, especially to a vicious maverick 
captain Orde Wingate (Ben-Gurion.^Khalidi, 
pp 382-387), An index of British bias during 
the 1936-39 period is shown in the numbers 
of rifles, pi.stols, and small arms ammuni¬ 
tions seized from Arabs; 4,519, 2,559, 64,058 
respectively compaied to Jews; 32, 70 and 
4,904 (Khalidi, p 845). This preferential 
disarming of Arabs continued till the end 
of the mandate in 1948. Politically a com¬ 
mission of inquiry was set up under lx)rd 
I^eel which in 1937 recommended the parti¬ 
tion of Palestine, giving the Jews 40 per cent 
of the land at a time when they owned 5.6 
per cent of it. The Arabs, horrified at the 
prospect of partition, reacted very strongly 
forcing the British to shelve the plan. The 
Peel propo.saJs marked the first time the term 
‘Jewish national home’ was "publicly and 
officially equated with a ’Jewish state’ ” and 
that too by “a great power who was itself 
the mandatory" (Khalidi, pp xLivi-xLiv). 

The rise of Nazism with its racist ideology, 
anti-Semitic laws and violence against Jews 
did not prompt any moves by either the 
British, American or Zionist leaders for in¬ 
creased immigration to western countries. 
The emphasis on Palestine remained. As 
Arab resistance forced a British reappraisal, 
the White Paper of 1939 was issued restric¬ 
ting Jewish immigration to Palestine. 


After the outbreak of war, David Ben- 
Curion took a decision in Palestine to 
harness American Jews to their cause as he 
felt that the limits of Anglo-Zionist co¬ 
operation had been reached, “Soviet Jews 
had been silenced since the Bolshevik 
Revolution"; the Jewish communities in’ 
Hurope “whose importance on the world 
scene had never been great, were paralysed 
in the grip ot the Nazis”. Only American 
Jews remained, "although no more than 
some 3 per cent of the population, yet ow 
irig to its concentration in a number of key' 
states, it had achieved great political impor¬ 
tance” (Ben-Gurion/Khalidi, p 482). In¬ 
terestingly, American Jewry was initially not 
over eager to help the Zionists. But Ben- 
Gurion worked hard to persuade American 
Jewish groups and was rewarded wiili the 
passage of the Biltmore Programme in May 
1942.* It prviclaimed the Jewish people of 
Palestine to be “ready to assume the rights 
and responsibilities of nationhood...” spoke 
of their having “made the waste places to 
bear fruit and the desert to blossom.. .em¬ 
bodying new patterns of co-operative 
endeavour . .written a notable page in the 
history of colonisation”. Invoking Woodrow 
Wilson’s at best llimsy support it called for 
Palestine to be established as a Jewish C oni- 
monwealth (Zionist/Biltmore Programme/ 
Khalidi, pp 495-497). Here Ben-Gurion’s tac- 
lic of defining Zionist aims in maximalist 
terms is clear~no longer a ’national home 
in Palestine' as the Balfour Declaration 
stated, or a partition of Palestine as Peel had 
proposed but all of Palestine 

Meanwhile in the US Zionist intlumce 
grew among American Jews, with contribu¬ 
tions to the Jewish National Fund and 
Palestine Foundation Fund rising to $ 6 
million in 1943 and S 59 million by 1947. 
The Zionists sought leverage at the White 
House but were restricted by president 
Roosevelt’s limited support for them. 
Roosevelt was concerned like Wilson before 
him. about the likelihood of a marked in¬ 
crease in Jewish migration to the US after 
the war. He was aware that Palestine with 
10,000 square miles of land could not take 
in the several hundred thousand Jewish 
refugees who would need resettlement. 
Roosevelt was also affected by the develop¬ 
ment of oil and strategic interests in Saudi 
Arabia. 

At no stage in the post-war period was a 
Jewish enclave in Europe ever mooted. Bri¬ 
tain and the L>S retained their 50-year-old 
aversion to large-scale Jewish immigration, 
unaffected by the horrors of the holocaust. 
Besides their inaction against the Nazi death 
camps during the war while clearly aware of 
the unfolding systematic massacres, the 
western powers particularly the United 
States, refused even in 1947-48 to allow 
1,00,000 Displaced Persons (DPs) annually 
for four years on the grounds that they in¬ 
cluded “bums, criminals, blackmarketeers, 
subversives, revolutionaries and crackpots of 
all colours and hues” (Divine/Khalidi. 


p 581). This description contrasts siunirfy | 
with the number of a-Nazis, SS men, rocket 
scientists, etc, who were admitted to the US 
after the war. With Roosevelt’s death, 
Truman’s attitude to the Zionists is il¬ 
lustrated by his comments to American 
diplomats stationed m Arab countries: “I am 
soiry, gentlemen, but I have to answer to 
hundreds ol thousands who are anxious for 
the success ot Zionism; I do not have hun¬ 
dreds of thousands of Arabs among my con- 
.stituenis” (Khalidi, p 1 vii). When the US 
presideni demanded that I.IKJ.IXX.) Jews be 
admitted forthwith to Palestine, Atlee 
reminded him that “we have the Arabs to 
consider as well as ihe Jews” .. .and “we 
are engaged upon another related (pro¬ 
blem) . India... (where) there are ninety 
million Moslems, who are easily inflam¬ 
ed!!)” (Willianis/Khaiidi, p 565). Atlee 
wanted the US to help foot the bill for these 
immigrants to Palestine. Financially strap¬ 
ped by the abrupt ending of leiid-lease, lac¬ 
ed with Zionist intransigence over any Arab 
claims, and US demands, the British govern¬ 
ment referred the question of Palestine to 
the United Nations, sayiug it would give up 
the mandate “come what may” at midnight 
of May 15. 1948. 

Duting the war Itniaiii had recruited 
27,028 Palestinian Jews, 1,106 in the Royal 
Nav>, 2,652 in the Royal Air force and 
2.3,270 in tlie Army There was a vast expan¬ 
sion ol Jewisli armameni industry which 
produced anii-iaiik in.nis, lank engines, 
small naval crafi, etc. 'I he Zionist military 
strength thus augineiilcd, wiin British train¬ 
ing and American indulgence, consolidated 
its gams fiom 1945-47. and now asked for 
“a Jewish state in a viable area of Palestine* 
which included the Negev in addition to the 
areas of northern Palestine allotted lo them 
under Peel's 1937 proposal. Tfuman endors¬ 
ed this proposal, no doubt influenced by the 
American Zionist lobby (Khalidi, p Ixi). 

The Arab states increasingly alarmed at 
the new developments formed the Arab 
league in 1945 and in 1946 put forward a 
pl.in for Palestine where citizenship would 
be based on a 10-ycar period of residence, 
with spcx'ial safeguards to protect Jewish 
religious and cultural rights, these safeguards 
being alterable only with the consent of a 
majority of the Jewish members of the 
legislature Other than religious and cultural 
matters, the legislature would be elected and 
make decisions on a onc-person-onc-vote 
basis. The Zionists were not interested in 
such a proposal. They were adamant on 
establishing a Jewish state. 

With America's prestige behind them, 
with Britain now irrelevant, the stage mov¬ 
ed to the United Nations. Here on November 
29, 1947, the UN General Assembly voted 
33 to 13 in favour of the partition of 
Palestine into an Arab and a Jewish state; 

In a curious brief period of common pur¬ 
pose between the US and the Soviet Union, 
both great powers and their client states 
voted for partition. Except for the Philip- 
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for the resolution. Except for South Africa 
and Liberia (a virtual American colony) no 
black African country was as yet free of col¬ 
onial rule, nor were many Arab nations. 
Soviet support for Israel was crucial. Seek¬ 
ing to exploit Anglo-American differences, 
to accelerate British withdrawal from the 
Middle-East and to gain a foothold in that 
region for themselves, the Soviets supplied 
a steady flow of massive military supplies 
via Czechoslovakia in the period of May 
1948 to hebruary 1949 enabling Israel to 
. defeat the Arabs and grab large areas of 
Palestine not allotted to then under the UN 
plan. With the UN vote in their favour the 
Zionists still owning only t per cent ol 
Palestine, awarded 55 per cent of the coun¬ 
try, had no intention of allowing a Palc.sti- 
nian state to emerge and proceeded to wheel 
. and deal with Abdallah of Transjordan 
whose desire to annex this territory they en¬ 
couraged to the hilt (see Flapan, pp 38-40). 

The Birth of Israel is the work of Simha 
Flapan, a Polish Jew who migrated to 
Palestine in 1930. He has written a meti¬ 
culously reseaa'hed, honest, courageous ac¬ 
count of seven myths cherished in Israel as 
historical truths. Writer, publisher, peace 
activist and educator. Flapan belonged to the 
Mapam, the only Zionist Party that even 
acknowledged the right of Palestinian Arabs 
to self-determination. Gaining access to 
recently declassified material, consisting of 
some portion of Zionist and Israeli archives, 
he wrote the book with the specific aim of 
debunking “Israel’s long-held and highly 
potent myths” (p 3). 

One of the major human tragedies in 
Palestine, amid the rivalries, the fraud, the 
conquest, the killings was the exodus of 
about 7,00,000 Palestinian Arabs in 1948. 
The official Israeli line is that the Palesti¬ 
nians fled in “response to a call by the Arab 
leadership to leave temporarily, in order to 
return with the victorious Arab armies. They 
fled despite the efforts of the Jewish leader¬ 
ship to persuade them to stay” (Flapan, p 
83). Characterised as a “fantastic fabrica¬ 
tion" and as “an alibi with which the 
Zionists hoped to get away with the murder 
of a people and the conquest of their land” 
by Khalidi, Flapan's research demonstrates 
how every effort was made by the Israeli 
leaders to evict Palestinians and later from 
the razing of villagc.s to the promulgation 
of laws, to prevent their return. Chaim Weiz- 
mann captured the relief felt by .senior 
Zionists when he called this exodus “a 
miraculous simplification of the problem" 
(Flapan, p 84). Not only was there no order 
from Arab leaders for the populace to leave, 
there were on the contrary repeated efforts 
by the AHC and the Arab states pleading 
with the people to stay. Militarily it made 
little sense for the Arab armies to ask the 
local populace to leave. As Flapan notes, 
these armies needed the local population for 
food, fuel, water, transport, manpower and 


people, the Zionists would provide a model 
of fair treatment of minorities, their armies 
proceeded to destroy Arab transportation, 
including buses, trucks, private cars, sunk 
boats at Jaffa port, closed down Arab fac¬ 
tories and shops, put towns like Jaffa and 
Haifa under siege, razed 350 Arab villages 
to the ground, burnt or destroyed “thou¬ 
sands upon thousands of houses, work¬ 
shops, storerooms, cattle pens, nurseries and 
orchards”, seizing livestock and looting 
equipment (Flapan, p 96), At the village of 
Deir Yassin, which had signed a non- 
aggression pact with its Jewish neighbours 
in 1942 ncai ly 300 people were diliberate'y 
massacred' to sow panic among the Arabs 
adding to theh exodus. 

From 1948 to 1%5 the Arabs who remain¬ 
ed in Palestine lived under military rule 
where the army could detain or imprison 
people without charges for an indefinite 
period, deport them, destroy their houses, 
etc, methods being consistently and ruth¬ 
lessly applied in the occupied territories since 
1967. The Arab exodus resulted in major 
material gains for Israel, in land, dwellings, 
bank assets, with more than one-third of the 
Jewish population of Israel living on 
‘absentee’ property in 1954 (Childers/ 
Khahdi, p 802). 

The Arab military response to Israel’s 
unilateral declaration of independence was 
not inevitable nor was ‘little’ Israel ever in 
danger of being overrun by vastly su|rerior 
Arab armies. A careful examination ot the 
relative military strength of Israel compared 
to the Arab armies shows them to be at lea.st 
equally matched in men and material, if not 
in favour of Israel (Khalidi, pp 858-871, 
Flapan, p 196). The Arab states weic ill- 
prepared for war and so suspicious of each 
other that though Abdallah of Tlransjordan 
was appointed overall commander of the 
Arab forces, “they never res’ealed to him the 
size, composition, or strategy plans of their 
invading armies” (Flapan, p 140). 

Search for Peace? 

A ‘truth’ repeated endlessly, especially in 
. the US media, is the last myth examined by 
' Simha Flapan: Israel’s hand )us always been 
extended in peace, but since no Arab leaders 
have ever recognised Israel’s right to exist, 
there has never been anyone to talk to. In 
Flapan’s view the Arabs, strongly inclined 
to accept the existence of a Jewish state were 
ready to discuss repatriation provided, first, 
that Israel accept in princip/e (emphasis add¬ 
ed) the refugees’ right to repatriation, and, 
second, that I.srael make a goodwill gesture 
by agreeing to pay compensation and accept 
the return of a certain number (emphasis 
added) of refugees prepared to live in peace 
with their neighbours. A Palestine Concilia¬ 
tion Commission (PCC) formed under UN 
auspices in 1948 was strongly opposed by 
Isn^ which unwillingly agreed to participate 


PCC negotiations were ‘sterile', in Etiahtt 
Sasson’s opinion* as Israel “was not neady 
to pay the price for peace... (becaust its) 
real goals were: (a) Arab forfeiture of aU the 
Israeli-held territories; (b) Arab consent to 
absorb all refugees in their countries; 
(c) Arab consent to adjustment of frontiers 
to Israel’s .sole advantage, (d) Arab forfeiture 
of their property and assets in Israel, in 
exchange for compensation which only the 
Jews will evaluate and will pay, if at all, after 
peace is achieved; (e) de facto, dejun 
recognition of Israel in its new borders; 
(f) Arab consent to immediate diplomatic 
and economic ties” (Flapan p 215). With an 
Israel determined to carry such goals to frui¬ 
tion, for the 70 per cent of Palestinians now 
refugees finding sheltc wherever possible, 
dispossessed and deprived of land and liveli¬ 
hood, a long arduous and tragic exile began. 

But Israeli policy chose otherwise. 
Towards the Palestinian people the Jewish 
state quickly showed its exclusivist, racist 
face. In 1950 the Israeli Knesset passed two 
laws; the Law of Return by which every Jew 
has the right to immigrate to Israel and the 
Absentee Property Law by which the Palesti¬ 
nians who had left between November 29, 
1947 and September 1, 1948 had their pto- 
(lerties confiscated. 

After gaining statehood Israel quickly 
moved to ally itself with the ’Free World' 
especially the United States, provoking 
Soviet hostility from 1950 A co-invader dur¬ 
ing the Suez crises of 1956. it has provided 
covert and not so covert aid to many an 
American client, Irom Somoza of Nicaragua 
to the latest Iran-Contragate Arms deals. 
Flapan reveals some interesting details about 
Ben-Gurion’s aims during the Suez war of 
1956. As minister of defence, Ben-Gurion 
had proposed to the French that the IKtet 
Bank be given to Lsrael. the East Bank to 
Iraq which in exchange would sign a peace 
treaty with Israel and agree to absorb the 
Palestinian refugees. Israel would also an¬ 
nex southern Lebanon and establish a Chris¬ 
tian state in the rest of the country. Moshe 
Sharett, the prime minister, was vehemently 
opposed to these plans. Ben-Ourion then 
forced Sharett to resign. Sharett's comments 
in his diary provide an apt description of 
Israeli conduct: “1 have learned that the state 
of Israel cannot be ruled in our generation 
without deceit and adventurism:’ However, 
he felt history would justify the stratagems 
of deceit and the acts of adventurism... 
(Flapan, pp 51-52). 

Through a skilful mixture of Imperial 
patronage, the staunch support of North 
American Jews especially after the 
holocaust, and adept, even brilliant ‘colons’ 
in Palestine, the Zionists gained their state 
within 50 years of the enunciation of the 
Basle programme. A state created ostensibly 
as a home for peoples oppressed for cen¬ 
turies, in turn created its own dispossessed. 
The wheel had come full dide. Within Israel 


Beoaoinic utd Political Wsdcly April 22, 1989 


873 



a small country, Pidestine, and a remote and 
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defenseless people, the Arabs, on whom we 
can unjustly shove the burden of our duties” 
(Stace/Khalidi, p 640). 

For the larger historical question of ‘who 
is a citizen' or what constitutes a nation one 
can hardly accept the Zionist answer as 
satisfactory. Today as the definition ol 
citizenship is narrowed by ruling elites all 
over the globe, and race, religion, language 
etc, are invoked to make one set of people 
appear less equal than others and cast them 
as ‘terrorists*, ‘unpatriotic*, etc, the .successful 
culmination of the Palestinian struggle for 
statehood would be very welcome for a 
variety of reasons; first and foremost it 
would alleviate if not end the inordinate suf¬ 
fering and hardships inflicted on a people 
for over forty years; it would undermine a 
powerful and dangerous precedent of 
citizenship predicated on race or religion; 
and finally it would demonstrate that in our 
times, at long last, a people cannot be 
disinherited or dispossessed on dubious 
grounds of divine promise, sacred signifi¬ 
cance or manifest destiny. 

Notes 


million and a half Indians killed estbnating 
the population of India to be around 300 
million in 1936-39. 

5 Hagana: The Zionist military organisation 
sponsored by the Jewish Agency. 

6 The Biltmore Programme; So called aAer the 
hotel in New \brk where this programme was 
formulated at a conference attended by 600 
American Jews and 67 visiting Zionists in¬ 
cluding Weizmann and Ben-Gurion. 

7 Irgun Zvai Leuini (National Military 
Organisation) was the military arm of the 
New Zionist Organisation which wanted a 
Zioni.st state on both sides of the River 
Jordan. Its members included Menachem 
Begin later Prime Minister of Israel. The 
LEHl (Lohamei Herut Yistael) or Fighters 
for the Freedom of Israel also known as the 
Stern Gang led by Yitzhak Shamir, were 
organised within the Irgun. They refused to 
co-operate with Britain during World War II 
and were responsible for several acts of 
sabotage and murder. The Irgun and LEHI 
conducted the massacre of 250 men, women 
and children in the Arab village of Deir 
Yassin in 1948. 

8 Eliahu Sasson, a Syrian-born Jew was direc¬ 
tor of the Middle East Department of the 
Israeli foreign ministry from 1948-1950. 


the discrininMlion kgalBst'TWeitintiuiis is 
blatant and pervasive. Though Palestinian 
Arabs form one-sixth of the population they 
are ‘‘I in 60 in senior government posts, 1 
in 300 in university academic positions... 
in the early 1980s, here was not a single (em- 
pha.sis added) .Arab among the 625 senior 
officials of the prime minister’s ulficc, the 
Bank of Israel, the state comptroller’s of¬ 
fice, or the minister of finance, housing, 
health, industry and communications!' 

In the 40 years of Israel's existence there 
has never been an Arab Supreme Court 
Justice nor has any laige economic institu¬ 
tion-bank, industry or agricultural organi¬ 
sation- -es'cr been headed by an Arab 
(Haidar and /ureik, |> 71). Arab incomes are 
about hall tliai ul liic lews; and Arabs 'ex¬ 
empted' from ioining the armed forces, loose 
out on various goveinmem housing and 
education subsidies that arc available to 
families of former soldiers In tlie Occupied 
Territories the situation is much worse. 
F^lestinian.s .tre required lo carry identity 
card.s, work peiniits and .subject to harass¬ 
ment, arrest and torture. So the Zionist 
adventure in Palestine represents an 
anachrunism of a white settler state more in 
tunc with the I7th to 19th century examples 
of European conquest, dispossession and 
annihilation of native populations so 
characteristic of America, the Caribbean 
and Australia. For all its shicwdness, guile, 
and opportuni.sm the Zionist movement pro¬ 
foundly misread, even ignored, the signals 
of the stormy winds of change starting to 
blow over the colonies of Asia and Africa. 
At the very moment that Zionist leaders were 
courting Britain to keep the sea lanes to 
India 'safe' for the Empire, waves of ardent 
nationalism began to gather strength all over 
the globe. The realisation ol the Zionist 
dream of a Jewish state in Palestine could 
not have occurred at a mote inopportune 
period of history. For no amount of pro¬ 
paganda, no coinbinatian of imperial 
patronage, no “brutal, rapid and overwhelm¬ 
ing” suppression (to u.se Henry Kissinger's 
sagacious advice) of the Palestinians can 
wish away their existence. 

The more ensuring lesson of the forma¬ 
tion of Israel may lie in the controversy of 
‘historical necessity'. Certainly no country 
made any meaningful effort to save the Jews 
from Hitler’s gas chambers. A haunting 
memory for Jews was the absence of a coun¬ 
try willing to grant them citizenship papers, 
papers for which literally millions lost their 
lives. While the dreadful disaster and hor¬ 
ror inflicted on the Jews during the second 
world war cried out fur a humane solution, 
it remains dirficult even impossible to justi¬ 
fy as a ‘historical necessity' a haven for 
European Jews in Palestine. The partition 
of Palestine as a state for the victims of 
Europe's crimes sounds suspiciously like a 
case of charity being applauded loudly 
because it was at a suitable distance away 
or in Walter Siace's inimitable words "we 
(Americans, Britons, Canadians) have found 


1 I he term anti-Semite coined in 1873 by the 
German publicist Wilhelm Marr is sufficient¬ 
ly widespread in its use and conveys what 
may broadly be called anti-Jewish sentiment, 
it is therefore used throughout tliis review for 
events that occurred much before the late 
nineteenth century, 

2 Pale; from Ijitin ‘palum’, a stake; hence a 
fence, a territory with defined limits. Used 
first by the English m the fourteenth century 
lo describe areas of Ireland under their rule, 
it was used in Tsarist Russia in 1792 to define 
areas Jews could live m. 

3 The Dreyfus Affair; A very lamous case 
surrounding the court-martial for treason in 
1894 of Captain Alfred Dreyfus, a French 
Jew on the basis of documents later shown 
to be forgeries. The case became a symbol 
of the conflicts between French radicals, 
intellectuals and Socialists who supported 
Dreyfus and clericalist, pro-Royalist Army 
officers. Dreyfus was acquitted in 1906. 

4 The figure of 5000 Arabs killed out of a 
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SPECIAL AHnCLES 


Inter and Intra Occupational Differences 
in Income and Level of Living 

IVlanabt-ndu Chattopadhyay 
Robin Mukheijee 
Ashok Rudra 


While there is no dispute regarding the presence of some degree of economic inequality m every society, in 
our society there is a considerable amount of inequality among people with the same or comparable skills. This 
inequality is much more important than the inequality among people oj unequal levels of skill. This is the first 
of a series of articles reporting the results of a research project aimed at analysing the inter- and intra-occupational 
differences in income and .standard of living. 


I 

Intntdurtiun 

THIS is the first instalment of a series of 
articles we intend to write reporting the 
results of a research project we have under¬ 
taken with the purpose of analysing the 
inter- and intra-occupational differences in 
income and standard of living. These are 
based on data collected through a sample 
survey covering people of various occupa¬ 
tion groups employed in organisations 
located in the Calcutta municipal corpora¬ 
tion area. The basic in.spiration behind the 
project is the idea that some important 
aspects of income inequality have so far 
been grossly overlooked by our country’s 
researchers. Many studies have been made 
on income inequality, consumption in¬ 
equality and also on the unequal distribu¬ 
tion of landholdings. While the studies on 
consumption inequality have been based 
mainly on the National Sample Survey data, 
those on income inequality use various in¬ 
direct methods in the absence of any body 
of data relating to personal income.' More 
importantly, almost all of these studies have 
been made on the basis of data which arc 
aggregated over all kinds of occupations, the 
only division recognised being that between 
the rural and the urban sectors. This 
significantly limits the usefulness of these 
studies. 

There should not be any dispute regarding 
the presence of some degree of economic in¬ 
equality in every society. It is natural that 
higher qualification and skill would be 
associated with higher income: But in our 
society, there is a considerable amount of in¬ 
equality among people with same or com¬ 
parable skills and, in our judgment, .this 
aspect of inequality is much more impor¬ 
tant than the inequality among people of 
unequal levels of skill. It is to form an idea 
about this aspect of economic inequality 
that we have decided to focus our attention 
on the disparities in income among members 
of the same occupation groups and also on 
the disparities in the incomes enjoyed by 
people of different occupation groups. 

Income disparity among different 


members of the same occupation group is, parable qualities for their being employed 

up to a certain level, legitimate even though by different kinds of employers. In other 

they might be doing the same kind of work, words, much of the income inequality in our 

I'hus, it is understandable that people with country is totally arbitrary. It is this ar- 

more years of service should earn more, bitrariness of income inequality in our coun- 

othcr things being equal. However, in our try that we have tried to capture through our 

country, quite often, the disparity within the surveys. 

same occupation group is much greater than The arbitrariness in the disparities in the 
what might be regarded as legitimate, wage or salary levels gets compounded by 

Similarly, people in different occupation the arbitrary distribution of various 

groups might have different skills and dif- .illowances, fringe benefits and consumption 

ferences in income, up to a certain level, arc loans given to employees by difterent 

justified. But the differentials in earnings in employers and this too we have tried to 

the different wcupations do not seem to be capture. 

proportional to i he differences in the skills. It should be clear by now that our intoest 

Two persons belonging to two different oc- is in that part of income inequality that 

cupations might have the same educational would require to be eliminated if there has 
and cultural background and might have in- to be any kind of rationality in the ii^me 
vested the same number of years in skill for- distribution to be’ensured by an income 
mation; yet thetr earnings are often found policy. 

to be very different. Noticeable differences Inequality in the level of living of dinierent 
also arise in the earnings of workers of com- families with the same cultural and educa- 


Tabie IA: Salarv Income 


Category of 

Gross Salary 

Salary Net of Income and Professional 

Employees 




Hues 



Last Month 

Last Year* 

Last Month 

Last Year 

Index 


(Rs) 

(Rs) 

(Rs) 

(Rs) 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Banks 






(a) Managers 

5199JO 

63293.59 

4679.80 

55405.31 

1.83 


(3702.33- 

(37395.41- 

(2989.50- 

(36046.02 



9419.00) 

118028.00) 

8839.00) 

87778.00) 


(b) Office 

2708.19 

33254.49 

2397.97 

30114.58 

1.00 

assistants 

(1524.15- 

(17271.50- 

(1506.15- 

(17055.50- 



4895.80) 

65789.60) 

3761.29) 

52365.46) 


UC 






(a) Managers 

4989.91 

57273.49 

4682.98 

53137.35 

1.59 


(4373.62- 

(50130.24- 

(3983.37- 

(43485.68- 



5929.34) 

69400.00) 

5877.86) 

66481.16) 


(b) Development 

3787.49 

91905.09 

3133.74 

82608.09 

2.47 

officers 

(2177.07- 

(48194.00- 

(2088.80- 

(43500.00- 



5036.40) 

155995.92) 

4279.20) 

144445.92) 


(c) Office 

329062 

34405.17 

3160.62 

33312.33 

1.00 

assistants 

(1660.80- 

(17839.60- 

(1648.80- 

(17695.60- 



4376.00) 

45029.80) 

4215.00) 

42760.40) 



Soles: * Including annual bonus. 

In this and all tte subsequent tables the Index is defined by the ratio of the amount 
spent on an item by managers/development officers to the amount spent by the office 
worken in the same oiganisation. The figures in brackets indicate ranges. 
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tional background is given rise vi oidy partly 
by inier-occupation and intra-occupation 
differences in incomes and perquisites. Dif¬ 
ferences in demographic characteristics is 
another powerful contributory factor. A 
family with more dependents, for example, 
would have a lower standard of living than 
another with the same earnings but with 
fewci dependents. Yet another question that 
we have had in our mind is the extent to 
which life style (as reflected by consumption 
habits) of people depend on their income 
and the extent lo which it is dctei mined by 
cultural factors. All these considerations 
have been kept in view while designing our 
survey. 


II 

Tht* Survey 

The data needed for the studv have been 
collected thiough a sample survev covering 
workers in a numbei of sclecled occupation 
groups employed by agencies located in the 
Calcutta municipal corporation area. We 
have restricted the suivey to only a few 
selcvted groiips.and employing agencies. I ho 
geographical area also has been kept limited 
These restrictions have been imposed upon 
us by oui concern lor controlling ihe quality 
of our data. Any survev iiiiemptiiig to cover 
many occupation groups or a wider geo¬ 
graphical area would call for a large-scale 
survey and an army of investigators. While 
such surveys are unavoidable fur making 
estimates of macro magnitudes, they arc not 
suitable, in our judgment, for the kind of 
research we have in mind. 

We have already surveyed two occupation 
groups, namely, supervisory and clerical 
office workers m a number of employing 
agencies, e g, banks, the Life Insurance 
Corporation (LIC), central government 
service. West Bengal state government 
service, the organiseiH>rivate sector and the 
unorganised private sector. We also propose 
to take up in the future two other occupa¬ 
tions, c g, teachers in schools and colleges 
and medical practitioners. The reasons for 
choosing the particular occupation groups 

Table IB; Some Anciilary RtcEins 


Stable 2: TiWily COMfeslTiolv 


Category of Respon- Family 

Employees dents Size 

(1) (2) 0) 

Consumer Earners I%r Fbmale Earning 
Units Per Family Earners Wives 

Family* 

(4) (5) (6) (7) 

Banks 





(a) Managers 

12 4.83 

3.86 

1.17 

0 - 

(b) Office assistants 

12 4.83 

4.1S 

1.58 

3 — 

lk: 





(a) Managers 

12 4.00 

3.45 

1.08 

1 1 

(bl Development 





officers 

12 5 42 

4.59 

2.42 

1 — 

(c) Office assistaiiis 

12 4.75 

4.10 

1.92 

3 - 

.\ole' • See noic 3 for explanation of "consumei unit". 




Tabll 3: 

F'AMMV iNfOMl 

• 


Category of LmpLoyces 

Gross \nnual 

Gross Family Income Per 

Percentage of 


Family Income 

ronsiimer Unit 

Family Income 


(R-,) 



Contributed by 



Ami'unl (Rs) 

Index 

Other Family 





Members 

(1) 

12) 

0) 

(4) 

(5) 

Banks 





(a) Managers 

6I36.S 22 

15667.71 

1 56 

8,92 


(3604ft.P2- 

18237.51 


(0.00- 


91394 .Vt) 

23835 45) 


48.77) 

(b) Office 

41577.49 

10014.65 

1 00 

23.00 

assist.'! Ills 

(17055,50- 

(3704 49 


(0.00- 


8IP01.20» 

19568.34) 


70.66) 

Lie 





(a) Managers 

57247.92 

16573.58 

1.40 

4.37 


(49341.40 

(13251.60- 


(0.00- 


70407.04) 

27396.09) 


30.00) 

(b) Development 

119391 59 

26030.14 

2.20 

25.81 

officers 

(46227.00- 

(11032 2(.- 


(0.00- 


194630.00) 

41403.08) 


54.26) 

(c) Office 

48470,33 

11831.65 

1.00 

29.92 

assistants 

(32306.47- 

(8433.06- 


(0.00- 


74616.90) 

26744,41) 


65.88) 

Note: * Family income 

is defined as gross 

salary of respondent (income lax 4 professional 

lax) -f income 

from other sources of re.spondent + gross income of other family 

members. 






T vBLI 1: L|MN<. A< tOMMOOAIION 



Category ol 

Percentage of Families Living in 

Per Capita Floor 

Rental Per Month 

Employees 

Office 

Rented 

Own 

Sdace 

Rented 

Own 


Quarijrs 

House 

House 

Sq Ft Index 

House 

House 






(Actual) 

(Estimated) 






(Rs) 

(Rs) 

(1) 

(2) 

0) 

(4) 

(J) (6) 

(7) 

(8) 


Category of Percentage of Annual Gross 

Employees_ Salary _ 

Bonus Voluntary Repay- 
Deduc- ment of 
tions Ixrans 
and 

Advances 


Bank* 

(a) Managers 


(b) Office 
assistants 


(1) 

(2) 

(3) 

(4) 

Lie 

Banks 

(a) Managers 

0.00 

0.71 

32.10 

(a) Managers 

(b) Office 
assistants 

6.50 

1.45 

15.91 

(b) Development 

UC 

(a) Managers 

0.00 

8.89 

20.98 

Officers 

(b) Develop 
ment 
officers 

32.66 

7.91 

10.14 

(c) Office 
Assistants 

(c) Office 
ainstants 

S.2I 

10.39 

18.39 



8.33 

.33.33 

58,33 

237.58 

I.IS 

617.50 

(300.00- 

820.00) 

1007.14 

(800.00- 

1500.00) 

— 

33.33 

66.67 

206.14 

1.00 

272.50 

(300.00- 

1500.00) 

943.75 

(55.00- 

490.00) 

8.33 

33.33 

58.33 

242.01 

1.48 

531.25 

(175.00- 

900.00) 

1438.33 

(300.00- 

2500.00) 

16.67 

58.33 

25.00 

172.78 

1.06 

718.57 

(200.00- 

imoo) 

1583.33 

((i00.00- 

2(ib0.00) 

8.33 

25.00 

66.67 

162.79 

1.00 

251.67 

(150.00- 

450.00) 

718.75 

(100.00- 

2000.00) 
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Tabu- SA: Piibik Transport 


and emplojrers mentioned abwc an two¬ 
fold. On the one hand, we have been in¬ 
terested in studying such occupation groups 
and employing agencies as have received less 
attention than some others in the past from 
investigators and researchers. On the other 
hand, we kept in view the relative difticulty 
and ease of obtaining information through 
the methods of random sampling and inter¬ 
viewing respondents. 

In the present paper we report some 
findings pertaining to the differentials 
among office wrirkers of banks and the LlC. 
We have subdivided each of these workers 
into two occupation groups, namely, 
.manag«4ial staff and office assistants. For 
the Lie we have also considered develop¬ 
ment officers separately as they represent a 
category with certain features di.stinctly dif¬ 
ferent from the <>thers. In the next paper we 
propose to pre-scni the result.s for the central 
and state government employees and in the 
third wc shall examine the differentials 
between the large/corporate and small/ 
non-corporate private organisations. In the 
subsequent papers we want to focus on the 
inter-occupational differences in respect of 
each of the aspects like scivice conditions, 
fringe benefits and level of living across all 
the employer types considered. Finally, intra- 
occupational differences foi each occupation 
covered in the survey will be analysed 
indepth. 

For the' selection of bank and LlC 
employees a two-stage sampling procedure 
was followed. For banks, 8 banks/branches 
located within the Calcutta municipal cor¬ 
poration area were selected in the first stage 
by simple random sampling without replace¬ 
ment (SRSWOR) from a list* of 
banks/branches. For the IJC, a list of dif¬ 
ferent branches was first obtained from the 
head office and then 8 branches were 
selected in the same manner. For selection 
of workers is the second stage, lists of 
workers were prepared from the selected 
bank.s/branehes and also Irom the LIf ’ bran¬ 
ches. These lists were prepared separately fo' 
the managerial staff and the assistants, ^me 
basic information like designation, year of 
joining the organisation, present basic pay, 
etc, were collected at the time of prepara¬ 
tion of the lists. These lists were then con¬ 
solidated cat^orywise for banks and LIC 
separately. We thus had two consolidated 
lists for banks—one for managerial staff 
and th<;,Other for assistants. Fbr the LJC we 
however had three lists, thtf third one being 
that of development officers. We wanted to 
cover in our survey workers having different 
lengths of service in their respective 
organisations. Therefore, while preparing the 
category-wise consolidated lists, the workers 
were arranged according to their date of 
joining the particular organisation. These 
lists were then used to draw sample of 
workers, half-sample wise, by the circular 
systematic sampling method. The particular 
arrangement of workers in the lists and the 
sampling method followed ensured that our 
sample consisted of workers of different 


Category of 


I '.per.diiiire (Pei Annum) 


bmployccs 

For Going to 

For Going to 

Total 

_ 


Office/School, 

Olhet Places 

Amount 

Index 


etc (Ks) 

(Rs) 

iRs) 


(I) 

(2) 

(3) 

(4) 

(5) 

Banks 





(a) Managers 

1900.13 

1170-00 

3070.13 

1.13 


(720-00- 

(180.00- 

(1056.00 



4440.00) 

3900.(X)) 

6240 00) 


(b) Office asMstanis 

15.30.00 

1185.00 

2715.00 

1.00 


(0 00 

(240.00- 

(636.00- 



3732 00) 

.3n(K) 00) 

48(.0.00) 


Lit; 





(a) Manuuers 

laa.'i 6h 

1047 'S 

2496 41 

1.13 


(0 

(240 (K) 

(240-00- 



filSK) 00) 

24W).(K)) 

7S(k)(X)) 


IX’NclopnK'iu 





( )IliLcrs 

3711X0 

17X7 (X) 

55tX).S() 

2.50 


(0 (Kl 

(0(H)- 

0(X)- 



4944 (X)) 

12f>3h.(X)) 



Olfii-i- a^slslanl!> 

1151.(>0 

748.0f) 

2199.66 

1.00 


(6(to no 

96 00- 

(7«().(X). 



2754.00) 

27(X).00) 

5910.00) 


Tabi f .SB; Foiii’ation 

Category of 

Expenditure Pei Family Percentage of Educational Expenses 

Employee 

Per Annum Tution and Books and 

Private 


Amount 

Index Other Fees .Stanonaiy 

Coaching 


(Rs) 




U) 

(2) 

(.3) 14) 

(3) 

(6) 


Banks 


(a) Manager.-, 

2242.04 

(0.00-9116.00) 

2.0.3 

In t- 

26.34 

63.34 

(b) Office assislanis 

110.3.29 

(0.00- 

4404.00) 

1 00 

22.00 

27.40 

50.61 

I.IC 

(a) Managers 

5993.00 

(825.00 

14720.00) 

3 36 

31..34 

21.57 

47.37 

(b) Dcvelopnieiil 

officers 

2791.75 

(0.00- 

7698.00) 

1.56 

14.59 

32.43 

52.98 

(c) Office assistants 

1779.87 

(0.00- 

4946.00) 

1.00 

24.18 

27.73 

48.08 


Tabu 5C’. MenUAi. 


Items _ Catego ry of Fmpl oyees 

Banks LlC 



Managers 

Office 

Managers 

Development 

Office 



Assistants 


Officers 

Assistants 

(II 

(2) 

(3) 

(4) 

(5) 

(6) 

(1) Expenditure per 






family pc annum 
(a) Amount (Rs) 

1878.33 

1540.22 

851.61 

1504.99 

4639.22 


(700.00- 

(190.00- 

(156.00- 

(0.00- 

(0.00- 


5500.00) 

6250.00) 

1800.00) 

6200.00) 

18980.00) 

(b) Index 

(2) Percentage of expen- 

1.22 

1.00 

0.18 

0.32 

1.00 

diture reimbursed 

132.21 

30.02 

48.75 

0.00 

9,96 


(22.06- 

(5.60- 

(0.00- 


(1.84- 


1000.00) 

184.21) 

90.91) 


2S0.00) 

(3) Employees re- 





. 

imbursed (per cent) 

100 

100 

58.33 

0.00 

109.09 
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levels of seniority in ihe respective oiianisa- 
tions. The number of workers selected for 
each occupation in the two organisations 
was 12 divided into two half-samples of 6 
each- The sampling design was so con¬ 
structed as to have the same multiplier for 
ail the workers within a category. In other 
*words, the design was self-weiahting which 
implied that for computation of simple pro¬ 
portions, averages, etc, for any category no 
weighting was neces.sary. 

The survey aimed at collecting a whole 
variety of information about the sampled 
workers relating to their salaries, all kinds 
of allowances, various perquisites or fringe 
benefits and various loans and advances pro¬ 
vided by the employers. This information 
was collected from the pay-slips or pay-bills 
of the workers. As mentioned earlier, we also 
wanted to examine, in addition to income 
differentials, variations in the levels of living 
of the families of these workers-and the 
survey was designed accordingly. For this, 
a number of indicators were chosen the like 
of which have not been considered in other 
studies of level of living. These indicators 
provide interesting insight into the pattern 
of expenditure of families living in a very 
big urban city and having different levels of 
income. Since the level of living is njore a 
reflection of family income rather than indi¬ 
vidual income, we have also collected infor¬ 
mation on the subsidiary income of the 
respondent as well as earnings of other 
members of the family. 


Table 3D: Holioav Toua 


Category of Employees 


(1) 

Managers 

(2) 

Office 

Assistants 

(3) 

Managen 

(4) 

Development 

Officers 

(5) 

Office 

Assistants 

(6) 

(1) Expenditure per 

8421.67 

2026.83 

4040.83 

5329.17 

2433.83 

family (Rs) 

(2000.(X)- 

16000.(X)) 

(0.00- 

6000.00) 

(0.00- 

'9200.00) 

(0.00- 

30000.00) 

(0.00- 

12200.00) 

(2) Index 

4.16 

1.00 

1.66 

2.27 

1.00 

(3) Percentage of 

49.93 

31.64 

44.26 

S.I2 

31.26 

expenditure 

(6.67- 

(0.00 

(0.00- 

(26.67- 

(0.00- 

reimbursed 

100.00) 

100.00) 

100.00) 

38.00) 

160.00) 

(4) Perceniagc of 
laniihes making at 
least one holiday 
ir'p 

100 

58 

92 

75 

58 

(5) No of holiday trips 
per reporting laniil; 

3.17 

18*; 

1.90 

1.88 

2.28 

(6) Peiccnl.-igc ot 
expenses on travel 
to total family 
income 

7 

10 

2 

5 

4 

(7) Avg duration of 
holiday trips (days) 

7.76 

9.00 

12.15 

13.35 

9.93 

(8) Percentage of 
families getting 

100 

85 

81 

22 

71 


reimbursement for 
holiday lour at 
least once 


Note: The reference period for all the items of expenditure, excepting that for Sri No 6, is ‘last 
4 years’ and that for Sri No 6 is ‘last year’ 
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Rraulta 

Service Conditions 

Given that the LIC and most of the banks 
are nationalised enterprises it is only to be 
expected that there should'be a lot of un¬ 
iformity in the service conditions of the 
compaiablc cadres. There are, however, all 
the same man> differences which is what in¬ 
terests us. Judging by the average gross 
salaries receiv^, managers are better paid 
<n the banks than in the LIC and the reverse 
is true for office workers (Ikble I A). The dif¬ 
ferences are however not very large and gets 
further reduced after taxation. The disper¬ 
sion is however much higher in the banking 
service than in the LIC for both the 
categories, rruinagers and office workers. 
Diflerences in the averages become impor¬ 
tant as soon as one comes to all the differeni 
non-salary components of employees’ 
benefits. Thus, there are enormous dif¬ 
ferences in the matter of bonus (Ihble IB). 
For office workers the incidence of bonus 
in the two organisations is comparable. 
However, LIC managers do not seem to get 
any bonus at all, whereas development 
officers receive bonus which amount to no 
less than SO per cent of their gross salary 
which is what makes their nmings so much 
higher than those of managers of both the 
Lie and banks. This is a conspicuous ex¬ 
am^ of built-in structured and planned in- 


T AHi t 6: DiiRABi ns 


Items Percentage of Families Possessing Durables by Category of Employees 

_Banks_ _ LIC 


(1) 

Managers 

(2) 

Office 

Assistants 

(3) 

Managers 

(4) 

Devdopment 

Officers 

(5) 

Office 

Assistants 

(«) 

(1) Television 

A Colour 

41.7 

23.0 

16.7 

33.3 

8.3 

B Black and White 50.0 

41.7 

83.3 

30.0 

75.0 

(2) VCR 

0.0 

0.0 

0.0 

0.0 

0.0 

(3) Refrigerator 

58.3 

33.3 

75.0 

66.7 

16.7 

(4) Ikperecorder 

58.3 

25.0 

50.0 

41.7 

25.0 

(5) Dwo-in-one 

25.0 

25.0 

8.3 

33.3 

8.3 

(6) Motor-car 

0.0 

0.0 

33.3 

41.7 

0.0 

(7) Scooter 

0.0 

8.3 

8.3 

41.7 

16.7 

(8) Invertor 

16.7 

0.0 

8.3 

0.0 

8.3 

(9) Generator 

8.3 

0.0 

0.0 

0.0 

0.0 

(10) Iblephone 

16.7 

16.7 

33.3 

58.3 

8.3 

(II) Camera 

58.3 

66.7 

73.0 

50.0 

33.3 

No of consumer 
durables (out 
of 21)* possessed 

per family 

6.3 

5.0 

7.8 

7.5 

4.9 

Avg value of 
durables possessed 

per family (Rs) 

13693.33 

9912.25 

33515.17 

4m8.2S 

9301.58 


* 21 itmesofeonsumer durables mas follows; radio, TV (ctdour), TV (Mack and white), VCR, 
lefrigcrator, tape-recorder, two^n-onc; record player, gu stove; water Alter, bi^dc; moior- 
cyde; motor cat; scooter, invertor, emergency light, generator, telephone; camem, slide prajector 
and sofa set. 



eqOtl^. aimbst double incoaw icoiiived 
by Development Officers is hudly justifiable 
by any considerations of the work they do. 
Overtime payments, hoWever, appear to be 
insignificant in both the organisations. Both 
the occupation categories, managers and 
office workers, in both the organisations 
benefit from provisions of various voluntary 
deductions under various savings schemes 
which provide for attractive interest rates and 
income tax saving devices. It is seen from 
Table IB that these benefits are enjoyed in 
a rather egalitarian fashion by all categories 
of workers in the two organisations. These 
employers arc however not particularly 


generous in providing residential quarters 
(Table 4). In the matter of house rent 
jdlowances I-IC managers seem to benefit 
the most—they receive as allowance double 
of what they pay as rent. In the matter of 
medical reimbursement the banks turn out 
to be a better employer than the LIC 
(Tkble 5C). The same is true of subsidising 
holiday travel (Ibble 5D). 

Both the organisations pay their employees 
a large variety of loans and advances at 
highly subsidised interest rates and on ex¬ 
tremely easy repayment conditions. These 
and other fringe benefits will be dealt with 
in detail in a later paper in the series. Here 


, ■ .TO 

we mention only some of our interestinf«i^ 
findings. % 

Festival advances and flood advances me; A 
of course available to all workers and they 
are taken by most of them, whether really 1 
required or not, for their being interest free . 
Provident fund loans are also extremely % 
popular, fur their being available at very low . 
rates of interest. This latter loan is usually 
restricted to certain purposes, like marriages 
in the family. But it is well known that there , 
is hardly any check and loans are taken from ■ 
this source for all kinds of purposes. House¬ 
building loans are also extremely common. - 
What is perhaps not so well known to the „ 
public is that banks provide to their ' 
employees loans for the purchase of fur- * 
niture. While loans for buying cars and two- - 
wheelers are also all too common, it came 
as a shock to us to discpvet on what fan¬ 
tastically generous terms loans are given to 
LIC branch managers for the purchase of 
cars. ' The details about the terms and con¬ 
ditions of such facilities will be discus.sed in 
our subsequent paper mentioned earlier. 

One of the scrs ice conditions which vary 
a great deal among employers and which in 
some cases can mean quite a lot of extra 
benefits to the employees is the one relating 
to tiavelling allowances fut going out of sta¬ 
tion. However, the banking and the LIC ser¬ 
vices do not oltei much .scope for that. In 
out sample none of the respondents travel¬ 
led on duts. As such, this is a mat'er on 
which we can make no comparison 

Family Income and Composition 
The level ol living of a Limily does not 
depend on the income of a particular 
member that might have been included in 
out sample. That obviously depends also 
upon the composition of the family in terms 


Tabi.L 7: SAKrts 

Category of Employees 

F-'emale Membcis 

Sarees Per Adult Female* 


Per Family 

Below Rs 100 

Rs 100 and Above 

(1) 

(2) 

(3) 

(4) 

Banks 




(ii) Managers 

1.4 

RS 

14.10 


tl-4) 

(3.33-30.00) 

(.3 (X)-41 00) 

(b) Office assistants 

22 

4.3 

98 


(1 • 3) 

(4 20) 

(3.67-25 00) 

Lie 




(a) Managers 

1.7 

1010 

16.6 


(1-3) 

(0-25) 

(3.33-37.50) 

(b) Development Officers 

2.0 

9.9 

28.8 


(1-4) 

(0-25) 

(5.00-41 .50) 

(c) Office assistants 

1.7 

ll.l 

9,3 


(1-3) 

(4 20) 

(0.00-20.00) 


* The averages understate the extravagance in the maitet of sarees on two counts. The first is 
that the elderly women, especially widows possess very few sarees. .Secondly respondents tended 
to leave out of account old sarees as well as cheap ones costing less than Rs 100 per piece. 
It may be remembered in passing that we found m another survey on the conditions of the 
very poor village families that the average number of sarees per adult female was less than 
2. That is poor women do not even have a second sari to wear when washing the first one. 


T/vBi E 8; Some Sbi f.cted Non-Food Items of Consumption 


Category of 
Employees 

(1) 



(Vlonihly Ixpenscs 

(Ks) Per ham 

Ciamcs 

(6) 

iiy 

Cigarettes 

(8) 

Drinks* 

f9) 

Books 

(2) 

Newspapers 
and Pciiodicuis 

(3) 

.All 

ffbjccis 

(4) 

C incniti. 

1 (icaltcs. etc 

(5) 

Photographs 

(7) 

Banks 









(a) Managers 

18.21 

43 83 

0 69 

18.68 

3.47 

16 74 

29.86 

0.00 


(0.00- 

(8.33 

(0.00- 

(0(X)- 

(0.00 - 

(0.00 

(0.001 - 



83.33) 

75.00) 

8 33) 

41.67) 

20.83) 

54.17) 

150 00) 


(b) Office 

16.38 

46.04 

3.82 

15.08 

2.78 

21.63 

70.28 

0.00 

assistants 

(0.00- 

(12.00- 

(0.00 

(O.IX) 

(0.00- 

(0.00- 

(0 00- 



75.00) 

100.00) 

45.83) 

41.67) 

25 00) 

83.33 

310.00) 

- 

Lie 









(a) Managers 

9.55 

67 92 

1 04 

15.53 

4.37 

12.01 

49.17 

0.00 


(0.00^ 

(33.00 - 

(0(X) 

<0.00 

(0.00 - 

(0.00 - 

(0.00- 



25.00) 

115.0C) 

12.50) 

50.00) 

20.83) 

50.00) 

200.00) 


(b) Development 

8.75 

73.94 

9 72 

21.91 

4.86 

27.95 

144.58 

6.94 

officers 

(0.00- 

(36.00 - 

(0.00 

(0.00- 

(0.00- 

(0.00 

(000- 

(0.00- 


30.00) 

250.00) 

83,33) 

100.00) 

33.33) 

100.00) 

750.00) 

83.35) 

(c) Office 

10.S2 

35.63 

2.60 

14.58 

3.93 

12.41 

53.68 

0.00 

assistants 

(0.00- 

(4..58- 

(0.00 

(0.00 • 

(0.00 

(0.00- 

(0.00 



25.00) 

71.67) 

12.50) 

70.00) 

20.83) 

54.17) 

225.00) 



* Only one respondent admitted spending any money on drinks. Since the use of drinks both for pleasure and as a part of hospitality seems 
to have become extremely widespread, the average expenditure per family on drinks shown in the table might be an underestimate. In such 
a case, our estimate is revealing of the Bengali middle class prudency and hypocrisy with respect to drinks and is a reflection of their guilt- 
ridden attitude towards it. 
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MMiiin.iiiimiimij u iiiiw _. 

' of* othdr otuning memben, ttudents and 
other noH'Working and non-earning 
members. Ihble 2 shows that there is no 
significant difference in this respect among 
the five groups that we are considering. The 
figures for the average nuntber of earners per 
family suggest that most of our sample 
families are nuclear families-as a matter of 
fact, in the 60 families considered only 4 may 
be regarded as joint. Also remarkable is the 
extremely low incidence of female wot king 
members; working wives are even less im¬ 
portant. Among oui respondeni.s there were 
only 4 women. This extremely l.^w participa¬ 
tion by wpmen meiiibers of the families, 
unless it is a result of large sarnplmg errors, 
has probably the lo)l(iw!ri!> interesting 
sociological signilicance. In the Bengalee 
middle class, to vhich almost all out 
respondents belong, women take up anploy 
ment only out of cconomk ncccssiiyaiid iioi 
out of any desire tor economic independence 
or out of attaching .iiiy value to h.ivnii’ ilicii 
own independent idcniiiv 

Table 3 presents scime fipuies relating Ui 
the connection between the ineoinc ol ihc 
family as a whole and that ot the respon¬ 
dent. The onlv interesting thing worth coni 
menting upon here is that the burden of 
sending remittances lo family members 
living elsewhere seems to be significant only 
for the clerical category. 

The remaikable fact is that the incidence 
of having a subsidiary source ot income 
seems to be almost absent in our sample ol 
managers and clerks. Only one ot'iee assis 
tant engages in private tuition. None of the 
remaining 59 respondents reported any 
second occupation. 

We arc not presenting ihe dciails legaidiug 
the occupations ol icmaining faniilY 
members. The only point woiih mentioning 
is that Ihe families ol development oificers 
distingui.sh themselves from otlicis in r.aving 
more members engaged in business ralhei 
than white collar jobs. I his is perhaps 
. understandable, given (hat the development 
ofricers' own work is itself more like that 
of businessmen (selling policies) than that 
of ordinary office workers 

The other receipts which go to make the 
family income include house rent, rent on 
land dividends, etc. There is a great deal ol 
variation m this respect Irom case to ease, 
and there is no pattern wliieh can be 
identified. 

Level ol / (vine 

(a) Inira-Oceiijia'ion I)itlcreiii.'.s - 
Managers. We shall fust eoiisidei the oc¬ 
cupation group ol maii.igcrs i:i which we in¬ 
clude the development oftieeis ot the I It' 
Ws have seen before ihai the development 
officers have by fat more of ineoine than the 
managers of banks and the I 1C . V\e have 
also seen that the family income per umi is 
also very much higher for that caicgoty. 
Despite that there is no consistent pattern 
of differences in the consumption of itic dif¬ 
ferent items among the three categories. The 
development officers actually enjoy less of 


. I ." . .. . 

Uvinig space imd the other yeare anidyn^ptirciiaserare coiuiernnl, tlhe ''' 


cadres. But tiwy pay higher rentals, sug¬ 
gesting that they live in more expensive 
residential areas (Tiible 4). In term? of en¬ 
joying office quarters or of living in own 
houses they are not significantly better off. 
Development officers and their family 
members spend much more for transpoil— 
both for going to their places of wot k or 
study as well as lor other purposes. They, 
howcvei, spend less on children's education. 
In tnc matter of consumer durables, how¬ 
ever, there are remarkable differences not 
only between the development officers and 
managers but also between 11C managers 
and bank managers (Table 6). So tar as ex¬ 
penses on ceremonials during the last five 


develt^ment officers again surpass the 
managers though among the managers the 
differences do not appear to be significant 
in view of the large within group variafions 
(Table II). Coming to individual items, the 
l.!C management cadre seems to be much 
better off in Ihe matter of owning motor cars 
and other two- wheelers as well as telephones. 
Part of that is dependent upon the dif¬ 
ferences in the duties that they have to 
perform—LlC officers have to travel more, 
and use the telephone more because ol their! 
having to deal with geographically dispersed 
individual customers. Bank managers, how¬ 
ever, enjoy much more of holiday travel and 
this is readily explained by refund conditions 


Table 9- Some Sn ic ied boon 1 ti ms oi Consumption 


hems 


Category of Employees 


(!) 

_ Banks _ 

Managers Olfiee 

Assistants 

(2) (.3) 

.Mjnageis 

(4) 

UC 

l)e'.clO|>meni 

Otjiecrs 

(-■!) 

Office 

AsmsIjiiIs 

(8) 

Fi«h 






(a) No of days con- 

23.4 

22 3 

21.5 

19.7 

P.O 

suined per month 

(«-30) 

(8 - .30) 

(12 30) 

(0 .30) 

(4 - .30) 

(b) Quantity consumed 

0.37 

0.39 

0.41 

0.34 

0.47 

per day (kg) 

(0.2 0.6) 

(0l5 (1.70) 

(0.25 0.60) 

(0 00 - 0.60) 

(0.25-1.25) 

(c) Fxpcndiliirc 
per month 

( 1 ) Amount (Rs) 

329.58 

227.92 

282.65 

364.50 

234.98 


(32.00- 

(96.00 

(I78.(X)- 

(0(8) - 

(25 00- 


720.00) 

400.00) 

466.00) 

720 (81) 

780 00) 

(ii) Index 

1.45 

1.00 

1 20 

1 5s 

1 (8) 

Meat 

(a) No of days 

3.3 

2.3 

5.9 

44 

28 

consumed 

(0-4) 

(0-4) 

(2-13) 

(0 20) 

(0 8) 

per month 

(b) Quantity cousuincd 

0.58 

0 56 

0 65 

0 79 

0 58 

per day (kg) 

(0.00 I..50) 

(0.(X)-1 50) 

(0 5()-l.(H)) 

(0.00 2(81) 

(0.(8) 1.50) 

(c) Fxpenditiiie 
per month 

(i) Amount (Rs) 

74.58 

46.08 

148.14 

135 33 

79.25 


(0.00- 

(0.00- 

(41) 00 

(0.00- 

(0.00 


250.00) 

120 00) 

.342 01') 

400 00) 

.320.00) 

(ii) Index 

).62 

).00 

1.87 

1.71 

1.00 

Ewt 

(a) No of days con- 

P.6 

>3.3 

25.5 

15.5 

13.8 

sumed per month 

(0- 30) 

(0 .31)) 

(9 30) 

(0 30) 

(0-30) 

(b) Quantity consumed 

3 1 

4.2 

2.8 

■> 7 

3.3 

per day (No) 

(0-6) 

(0 K) 

(2 4.5) 

(0 7) 

(0 8) 

(c) Expenditure 
per month 

(i) Amount (Ks) 

58.6 

32.42 

66,67 

47.58 

41.59 


(O.OO- 

(0 00 

(30.(8) 

(0.(8)- 

(0.00- 


15000) 

150 00) 

120 00) 

120,00) 

90.00) 

(it) Index 

I.8I 

1.00 

1 «) 

1.14 

1.00 

Milk 

(a) No of days .30 

consumed pei month 

30 

30 

30 

30 

(b) Quantity eonsumed 

1.43 

0.62 

1.16 

1.54 

1.13 

pel d.iy (ID 
(c) Expenditure 

(1.0 2.5) 

(0.5-).0) 

(1.0-1.5) 

(1.0 -3.0) 

(0.5-2.0) 

pel month 

(i) Amount (Rs) 

180.88 

86 06 

144.96 

201.25 

151.33 


(46.50- 

(43.45 

(81.00- 

(94.50- 

(64.50- 


440.00) 

242.00) 

187.50) 

399.00) 

300.00) 

(ii) Index 

2.10 

too 

0.96 

1.33 

1.00 


no 
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bdBiiiiiid&li6tfB’& the balmwrvfcei-M I«ra^ DffJerencWr- nullified fay the fhct of t^Kiebeiiqi m^ 

thcxnitterofeMing,loo,theRisnocoiiils* Aisistentt: The office uslsteius in the two ferences in the expentfituret on fish, the 
tent pattern. Development officers as well organisations reveal once again the same single most important item in the Be ng eli 

as Lie managers spend more bn meat than uniformity in living standards despite the diet. 

bank managers but the same cannot be said fact of the L.IC workers being better paid. (c) Inter-Occupation Differences— 
of fish, eggs and milk. As to expenditure on Going through individual items one sees in- Managers and Assistants: Office workers 

cultural matters, the less said the better, equalities in both directions. Thus LIC being less vvell paid than managers (in- 

Officers earning between fifty thousand and workers spend more on education, medicine chiding development officers), it is only to 

a lakh per year spend not even ten rupees and holiday and this is not explained by re- be expected that their living standards 

per month on books (Thble 8). The ranking fund conditions which are worse for them should be lower. The interesting thing in our 

of gross family income of these three (Ihbles S.\-5D). As to durables, there is no findings is that the differences is much less 

management cadres has a correlation of I uniform pattern about the individual items, ihan what might be expected from the in- 

only with a single item of consumption, whereas in terms of total value or the come differences. In all the tables we have 

namely, the number of costly sarces per number of objects posst.vsed thrre are no provided for each item an index defined by 

adult female Clkble 7), which justifies our significant differences (Table 6). On certain the ratio of the amount spent on an item by 

presumption of this being one of the most other items (e g, tr.uispoit other than that managers to the amount spent by office 

crucial indicators of family affluence. All in for going to the place of woik, books and workers in the .same organLsation. As may 

all, however, the interesting conclusion is that pei lodicals, photography, cigarettes and ex- be seen, in most cases this differential is less 

despite income differences these three penses on ceremonials) bank clerks spend than the differential between the earnings of 

categories belonging to the occupation more than I.IC clerks In the food group, the respondent as well as their family in¬ 
group of managers reveal more or less the l.K' clerks do spend more on meat, egg and comes. In the ca.se of durables the difference 

same consumption pattern. milk but the significance of that gets is quite sharp. Also sharp is the difference 

One matter in which development of¬ 


ficers’ relative affluence gets reflected very 
sharply is that of whole-lime servants. They 
seem to go in for many more of such ser¬ 
vants and pay them much more than all 
others. Though in the treatment of part-time 
servants, they arc as miserly as people of the 
other categories (Table 10). This extremely 
loyv rate of payments to servants is the only 
thing ol interest in our findings relating to 
servants. It is somewhat disturbing to note 
that seivants and maid servants noi residing 
with the lamily receive, roughlv speaking, 
a wage of rupee one pet hour which can be 
compared with the hourly earnings of their 
employers. As regards non-moneiaiy 
payments, very with the hourly earnings of 
their employers. As regards non-monetary 
payments, very high proportions of non¬ 
resident servants do not get some clothing 
and some tiffin but they can hardly compen¬ 
sate for the extremely low wage levels. 


Tabu 11; CtkfvioMAi fcxprNDiTURC 

Category of Expenses on Puja Purchases (Last Year) 


Employees 

(1) 

Ceremonials (during 
Last 5 Years) 

Per Eamily 
(Rs) 

(2) 

For Own Familv 
(Rs) 

(3) 

For Making Gifts 
(Rs) 

(4) 

Banks 

(a) Maiiageis 

14666.67 

1446.67 

1383.33 


(0.00 56.500 (») 

(550.00 3500.00) 

(2.50.00 - 2000.00) 

(b) Office assistants 

18595.83 

1297.92 

942.08 


(0.00 95,000.00) 

(0.00 - 2900 001 

(200,00 - 2600.00) 

Lie 

(a) Manageis 

li337.50 

1779.17 

1216.67 


10 00 - 83.000.00) 

(0.(K) 26.50.00) 

(0.00-4000.00) 

(b) Oevelopmeiil 

.39700.00 

2635.42 

1400.00 

officer' 

(0.01) - 1.57,800 00) 

1200 00 -6500.(K)) 

(0.00 - 3500.00) 

(e) Office assistants 

25925.00 

I3II 38 

1075.00 


(0.00-208750.00) 

(0.00 - 3000.00) 

(0.00- 7000.00) 


Tabii 10: DoMLsriL Servanis 



Families Having 


Servants (No) 


Working 

Monthly Wage (Rs) 

Non-Resident Servants Getting 

Category of 

Domestic 

More 

Resident 

Non- 

Total 

Homs Per 

Resident 

Non- 

Meals 

Tiffin 

Clothes 

Employees 

Servants 

Than One 


Resident 


Day ot 


Resident 

(Per 

(Per 

(Per 


(No) 

Domestic 




Non- 



Cent) 

Cent) 

Cent) 


Servant 




Resident 








(No) 




Servants 






(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(II) 

(12) 

Banka 

(a) Managers 

12 

4 

4 

12 

16 

2.21 

52.50 

72.72 

8 

75 

75 







(1.0 

(40.00- 

30.00- 










1.5) 

60.00) 

125.00) 




(b) Office 












assistants 

10 

0 

2 

8 

10 

1.56 

60 00 

50.63 

0 

63 

75 







(1.0 

(40.00- 

(30.00 










4.0) 

80,00) 

80.00) 




LIC 

(a) Managers 

12 

3 

0 

16 

16 

2.88 

0 

65.63 

25 

88 

81 







(1.0- 


(27.50 










9.0) 


200.00) 




(b) Development 

12. 

5 

6 

12 

18 

2.63 

136.67 

64.58 

25 

75 

83 

officers 






(0.5- 

(50.00- 

(40.00- 










4.0) 

200.00) 

180.00) 




(c) Office 

9 

I 

1 

9 

10 

1.80 

50.00 

62.44 

33 

56 

89 

assistants 






(0.1- 


(10.00- 










3.0) 


100.00) 
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0 f.<Kher earning membm, ftiidents and 
other norn-working and non-earning 
members. Ikble 2 shows that there is no 
signiflcant difference in this respect among 
the five groups that we are considering. The 
figures for the average number of earners per 
family suggest that most of our sample 
familin are nuclear families -as a matter of 
fact, in the 60 families constdereu only 4 may 
be regarded as .joint. Also remarkable is the 
extremely low incidence of female working 
members; working wives are even less im¬ 
portant. Among oui respondents there were 
only 4 women. This extremely low participa¬ 
tion by women members of the tamilic-.. 
unless it is a result of large sainpling errors, 
has probably the lollown" interesting 
sociological signilicance. In the Bengalee 
middle class, to which almost all oui 
respondents belong, women take iiii employ 
meni only out ot cconomii. necessity and not 
out of any desire lor economic independcriLC 
or out of attaching .in> value to has iiig thcii 
own independent identity. 

Ihble .1 presents .some figures relating to 
the connection between the income ol ihc 
family as a whole and that ot the icspon 
dent. The onlv interesting thing worth com¬ 
menting upon here is that Ihc burden of 
sending remittances to family mernbers 
living elsewhere seems to oc significant only 
for the clerical category. 

The remarkable fact is that the incidence 
of having a subsidiary source ot income 
seems to be almost absent in our sample ol 
managers and clerks. Only one olficc assis¬ 
tant engages in private tuition. None of the 
remaining 59 respondents repotted any 
second occupation. 

We are not presenting the details regaidmg 
the occupations ol remaining family 
members. The only point woilh mentioning 
is that the families ol development olficers 
distinguish themselves from others m having 
more members engaged m business tather 
than white collar toKs. this is perhaps 
understandable, given that the development 
officers’ own work is itself more like that 
of businessmen (selling policies) than that 
of ordinary office workers. 

The other receipts which go to make the 
family income include house rent, rent on 
land dividends, etc. There is a great deal of 
variation in this respect from case to case, 
and there is no pattern which can be 
identified. 

Level of Livmi; 

(a) Intra-Oceuiiiiiion Ditlcrenv.'s - 
Managers. W'e shall first considci the oc¬ 
cupation group ol managers m wliieh we in 
elude the development officeis iit the I It . 
W<e have seen before that the dcyelopmcnt 
officers have by far more of income than the 
managers of banks and the 11C'. \\'e base 
also seen that the family income pci umi is 
also very much higher for that category 
Despite that there is no ennsistent pattern 
of differences in the comsumpiion of the dif¬ 
ferent Items among the three categories. The 
development officers actually enjoy less of 


liviiqi spaice than the otber twontaniQenaf 
cadres. But they pay higher rentids, sug¬ 
gesting that they live in more expensive 
residential areas (Table 4), In terms'of en¬ 
joying office quarters or o.f living in own 
houses they are not signiricantly better off. 
Development officers and their family 
members spend much more for transpoii— 
both for going to theit places ol work or 
study as well as for other purposes. They, 
I'.owevcr, spend less on children’s education. 
In the matter of consumer durables, how¬ 
ever, there arc remarkable differences not 
only between the development officeis and 
managers but also between 11C managers 
and bank managers (Table 6). So fat as ex¬ 
penses on ceremonials during the Iasi five 


years i^iSjix^pURhaises’^ concerned, 
development officers again surpass the 
managers though among the managers the 
differences do not appear to be significant 
in view of the large within group variafions 
(Table II). Coming to individual items, the 
I.IC management cadre seems to be much 
better oft in the matter of owning motor cars 
and other two-wheelers as well as telephones. 
Part of that is dependent upon the dif¬ 
ferences in the duties that they have to 
perform—LIC' olTicer.s have to travel more, 
and use the telephone nioie because ol their' 
having to deal with geographically dispersed 
individual cu.stomers. Bank managers, how¬ 
ever, enjoy much more of holiday travel and 
this is readily explained by refund conditions 


TABLF- 9' SoMF Sn hlTEO f'OOD Dims Ol Consu.mption 


licncs __Calegorv of Employees 

Banks LIC 


ID 

Maiiageis 

(2) 

Olficc 

Assistants 

(3) 

Maiuigcrs 

(4) 

Oe-.clopmem 

Oti'iccrs 

(5) 

Office 

Assisunls 

(6) 

Filth 






(a) No of days con¬ 

23.4 

22 3 

21.5 

19.7 

15.0 

sumed per nionlh 

(8-30) 

(8-30) 

(12 30) 

(0 30) 

(4 - .30) 

(b) ()uaniity consumed 

0.37 

0.39 

0.41 

0.74 

0.47 

per day (kg) 

(0.2-0 6) 

(0!5 ().?()) 

(0.25 0 60) 

(0 00 - 0.60) 

(0.25-1.25) 

(c) F.xpendilure 
per month 

(i) ^mou^l (Ks) 

329.58 

227.92 

282.65 

364.50 

234.98 


(32.00- 

(96,00 

(178.00- 

(().(X)- 

(25,00- 


720.00) 

400 (K)) 

466.00) 

720.(K)) 

780.00) 

(ii) Index 

1.45 

1.00 

1 20 

1 55 

I (X) 

Meat 

(a) No of days 

3.3 

2.3 

5 9 

44 

2.8 

consumed 

(0-4) 

(0-4) 

(2 -13) 

(0 20) 

(0 8) 

per month 

(b) Quantity consumed 

0.58 

0,56 

0.65 

0 79 

0 58 

per day (kg) 

(0.00 1.50) 

(0 00-1..Ml) 

(0 .50 - l.(X)) 

(0.00 2.00) 

(0.(K)- 1,50) 

tc) Expenditure 
per month 

(i) Amount (Rs) 

74.58 

46.08 

148 14 

135 .33 

79.25 


(0.00- 

(0.00- 

140.00 

(0 (X)- 

(0.00- 


250.00) 

120.00) 

.342 (X'l 

400 001 

320.00) 

(it) Index 

1.62 

1.00 

I 8-7 

I.7I 

1.00 

Egg 

(a) No of days con¬ 

n.6 

13 t 

25.5 

15 5 

13.8 

sumed per month 

(0 30) 

(0 3(1) 

(9 30) 

(0 30) 

(0-30) 

(b) Quantity consumed 

3.1 

4.2 

2.8 

“> ^ 

3.3 

per day (No) 

(0-6) 

(0 8) 

l2 4.5) 

(0 7) 

(0-8) 

(c) Expenditure 
per month 

(i) Amount (Ks) 

58.6 

32.42 

66.67 

47.58 

41.59 


(0.00 

(().tK) 

(30.(8) 

(0.00 - 

(0.00- 


ISO.OO) 

150.00) 

120 00) 

120.00) 

90.00) 

(ii) Index 

I.8I 

1.00 

1 60 

I.I4 

1.00 

Milk 

(a) No ol days 

30 

.30 

.30 

.30 

30 

consumed per month 

(b) Quantity consumed 

1 43 

0.62 

1.16 

1-54 

1.13 

pei d.iy tit) 

(c) Expenditure 

0.0 2.5) 

(0.5 -1.0) 

(1.0-1.5) 

(1.0 -3.0) 

(0.5-2.0) 

per month 

(i) Amount (Rs) 

180.88 

86.06 

144.96 

201.25 

151.33 


(46.50- 

(43.45 

(81.00- 

(94.50- 

(64.50- 


440.00) 

242,{X)) 

187.50) 

399.00) 

300.00) 

(ii) Index 

2.10 

I 00 

0.96 

1.33 

1.00 
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the miiter of ioo, there te no cc 


tent pettem. Development olTicers u well 
as Lie managers spend niore on meat than 
bank managers but the same cannot be said 
of fish, eggs and milk. As to expenditure on 
cultural matters, the less said the better. 
Officers earning between fifty thousand and 
a lakh per year spend not even ten rupees 
per month on books (Ikbte 8). The ranking 
of gross family income of these three 
management cadres has a correlation of I 
only with a single item of consumption, 
namely, the number of costly sarees per 
adult female (Thble 7), which justifies our 
presumption of this being one of the most 
crucial indicators of family affluence. All in 
all, however, the interesting conclusion is that 
despite income differences these three 
categories belonging to the occupation 
group of managers reveal more or less the 
same consumption pattern. 

One matter in which development of¬ 
ficers’ relative affluence gets reflected very 
sharply is that of whole-time servants. They 
seem to go in for many more of such ser¬ 
vants and pay them much more than all 
others. Though in the treatment of part-time 
servants, they are as miserly as people of the 
other categories (Table 10). This extremely 
loj* rate of payments to servants is the only 
thing ot interest in our findings relating to 
servant.s. It is somewhat disturbing to note 
lh.it scisanls and maid servants nol residing 
with the family receive, roughlv speaking, 
a wage of rupee one pci hour which can be 
compared with the hourly earnings of their 
employers. As regards non-monetary 
payments, very with the hourly earnings of 
their employers. As regards non-monetary 
payments, very high proportions of non¬ 
resident servants do not get some clothing 
and some tiffin but they can hardly compen¬ 
sate for the extremely low wage levels. 


' (ii} Intra-Occupation Dlliforeacts-^ 
Assisiams: The office assistants in the two 
orgaifisations reveal once again the same 
uniformity in living standards despite the 
fact of the LIC workers being better paid. 
Going through individual items one sees in¬ 
equalities in both directions. Thus LIC 
workers spend more on education, medicine 
and holiday and this is nol explained by re¬ 
fund conditions which are worse for them 
(Tables 5.\-5D). As to durables, there is no 
uniform pattern about the individual items, 
whereas in terms of total value or the 
number of objects possc.sscd th«.re are no 
significant differences (lable (>). On certain 
other items (e g, transpon other than that 
for going to the place of work, books and 
pei lodicals, photography, cigarettes and ex¬ 
penses on cciemomals) bank clerks spend 
more than LK' clerks In the food group, 
LIC clerks do spend more on meat, egg and 
milk but the significance of that gets 


' nullified by the fact of there being oO iH- 
ferences in the expenditures on fMi, the 
single most important item in the Bengali 
diet. 

(c) Inter-Occupation Differences— 
Managers and Assistants; Office workers 
being less well paid than managers (in¬ 
cluding development officers), it is only to 
be expected that their living standards 
should be lower. The interesting thjn| in our 
findings is that the differences is much less 
«han what might be expected from the in¬ 
come differences. In all the tables we have 
provided for each item an index defined by 
the ratio of the amount spent on an item by 
managers to the amount spent by office 
workers in the same organisation. As may 
be seen, in most cases this differential is less 
than the differential between the earnings of 
the respondent as well as their family in¬ 
comes. In the case of duiables the difference 
IS quite sharp. Also sharp is the difference 


Txhll 11: CLkl MONIM. Exi*i:NDITURt 


Category of Expenses on _ Puja Purchases (Last Year) 


Employees 

(1) 

Ceremonials (during 
Last 5 Yeats) 

Per Family 
(Rs) 

(2) 

For Own Familv 
(Rs) 

(3) 

For Making Gifts 
(Rs) 

(4) 

Buikn 




(a) Manageis 

14666.67 

1446.67 

1383.33 


(0.00 - 56,500.tX)) 

(550.00 3500.00) 

(250.00 - 2000.00) 

(b) Office assistants 

18395,83 

1297.92 

942.08 

LIC 

(0.00- 9.3,000.00) 

(0.00 - 2900.001 

(200.00 - 2600.00) 

(a) Manageis 

li337.50 

1779.17 

1216.67 


<0,00- 83.000.00) 

( 0.00 26 .s 0 . 00 ) 

(0.00 - 4000.00) 

(b) Developme.il 

39700 00 

2635.42 

1400.00 

officer ■ 

(O.tX) 1.57,800 00) 

1200 (K) 6500.00) 

(0.00 - 3500.00) 

(c) Office assistants 

25925.00 

1311 38 

1075.00 


(0.(X»- 208750.00) 

(0.00 3000.00) 

(0.00 - 7000.00) 


Tabu 10 Dovibsiu Sirvanis 



Families Having 


Servants (No) 


Working 

Monthly Wage (Rs) 

Non-Restdent Servants Getting 

Category of 
Employees 

(1) 

Domestic 

Servants 

(No) 

(2) 

More 
Than One 
Domestic 
Servant 
(No) 

(3) 

Resident 

(4) 

Non- 

Resident 

(5) 

Total 

<6) 

Houis Per 
Day of 
Non- 
Resident 
Servants 

(7) 

Resident 

(8) 

Non- 

Resident 

(9) 

Meals 

(Per 

Cent) 

(10) 

Tiffin 

(Per 

Cent) 

(11) 

Clothes 

(Per 

Cent) 

(12) 

Banks 

(a) Managers 

12 

4 

4 

12 

16 

2.21 

(1.0- 

1.5) 

52.50 

(40.00 

60.(X)) 

72.72 

30.00- 

125.00) 

8 

75 

75 

(b) Office 

a.ssistanis 

10 

0 

2 

8 

10 

1.56 

(1.0- 

4.0) 

60.00 

(40.00 

80.00) 

50.63 

(30.00- 

80.00) 

0 

63 

75 

LIC 

(a) Managers 

12 

3 

0 

16 

16 

2.88 

(1.0- 

9.0) 

0 

65.63 

(27.50- 

200.00) 

25 

88 

81 

(b) Development 
officers 

12. 

5 

6 

12 

18 

2.63 

(0.5- 

4.0) 

136.67 

(50.00- 

200.00) 

64.58 

(40.00- 

180.00) 

25 

75 

83 

(c) Office 
assistants 

9 

1 

1 

9 

10 

1.80 

(0.1- 

3.0) 

50.00 

62.44 

(10.00- 

100.00) 

33 

56 
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in the expenditmes on hotidiQr and educa¬ 
tion. In most of the cases including expen¬ 
ditures on sarees and fish there is difference 
though not very significant. As to accom¬ 
modation, office workers .seem to be better 
off than managers in the matter of living in 
their own houses. As to space occupied or 
the quality of occupation as reflected by the 
rental, office workers are expectedly worse 
off than managers in the banks but surpris¬ 
ingly not in the LIC. 

Level of Living and Level of Income 

The most important lesson that is given 
to us by our findings relating to levels of liv¬ 
ing presented above is the cxiiernely weak 
correlation between income level and stan¬ 
dard of living. Thi.< rather strikitig icsult. 
based on comparison ol averages, is strongly 
corroborated by a disaggregated analysis of 
the relation between dtflcrent items of ex¬ 
penditure by individual families and the cor¬ 
responding total family incomes that we car¬ 
ried out separately foi each of the five 
categories eonsidiied here. We arc not 
presenting detailed figures from that disag¬ 
gregated analysis, but we may report the 
rather staggering lad that foi most of the 
items ot expenditure the dependence on total 
family income is ptaciically nil. l or each 
category the spread of salary income and per 
capita family income is tar from negligible, 
as seen from the ranges presented in Tables 
lA and 3. Yet, the cxpcndituies on different 
items suggests in most cases a correlation 
of /.ero. This weak relation between the 
level of living and the level of income is, in 
our judgment, ot far-rcaehing sociological 
significance. It is an index of the social 
homogeneity of the families that we ate eon- 
.sidering, giving rise to common values, 
a.spirations and lite style. It appeals that 
beyond a critical level ol income, consump¬ 
tion expenditure is not so niiicli dependent 
on income as on other fadois like taste, 
culture, customs, habits and so on. We in¬ 
tend to explore and examine such a 
hypothesis further when we carr> out in- 
depth analysis of the intra-group differences 
in income and level of living. 

fThe survey has been taken up as a plan pro¬ 
ject at the Indian Statistical Institute. N Bhai- 
tacharya was a member of the project team at 
the time of formulation of the project and 
during the initial phases of planning and 
designing of the survey. The held work as well 
as the processing of the data was done by 
S f'hakraborty, S Motidal, K Jana. I Sen and 
S Ghosh. We are thankful to all of lhCRi.| 

I Data on personal income arc haid to find in 
India. While there ate understandable 
reasons for the non-availability of such in¬ 
formation, it looks vei^’ much important now 
that attention should be focused on this mat¬ 
ter if any income policy is to be formulated 
in the near future on ihe basts of an objec¬ 
tive assessment of the existing situation. 

Information available tioni ihe National 
Accounts Statistics do provide estimates of 


the level of per eapita inceitse of ttto people 
in our country over years. But estimates 
are obtained at national and state levels using 
different estimation methods for different 
sectors under various assumptions to get 
around the problem of data gaps. Mote im¬ 
portantly, however, such estimates of pet 
capita national income provide only the 
average level and do not give any indication 
about the distribution of income. In fact, in 
the absence of- any information on the 
distribution it is not possible to make any 
assessment about the achievements in the 
five-year plans towards realisation of the 
slated objective of reduction of inequality in 
the distribution of income. 

2 The list of banks/branches available in the 
compendium of code numbers allotted to 
hanks/branches/sub-member branches in 
Bombay, Calcutta, Delhi and Madras, 
Reserve Bank ot India, Bombay, 1986, was 
used for this purpose. 

3 The concept of consumer unit is as follows. 
I he Indian Council of Medical Research has 


IhMjldt i t Bc er tt m Mrau rar. »b 
sumption for persons of tHfllnent ik nx 
categories. For adult males it is 2,800 units. 
The norm figures for adult females and 
children of different ages an lower. We have 
counted 2,800 as 1 consumer unit. We have 
given weights to different members of a 
family by taking the ratio of the normative 
requirement for each member'to the figure 
2,800. By totalling these ratios we have 
arrived at a number for each family which 
we call the number of ‘Consumer Units* in 
the family. 

4 To give an idea, we may mention here that 
the LIC branch managers are given an 
interest-free advance up to the full purchase 
price of a car recoverable in 120 instalments; 
But more than 80 per cent of the instalment 
is repaid in the form of a convfcyance 
allowance. The insurance premium and road- 
tax are also borne by the corporation, in 
addition, a substantial mileage allowance is 
paid every month. Repair and maintenance 
expenses are also liberally reimbursed. 
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Tamil Nadu Assembly Elections 

Portents and Prospects 

T V Sathyamurthy 

The political field in India since 1980 has been occupied by an authoritarian Congress!II, with a shrinking mass 
base and wracked by inner-party dissidence, on the one hand, and, on the other, by a number of parties whose 
programmes constitute expressions of dissent of varying intensity from Congress(I)'s understanding of the Indian 
situation. The recent elections to the Tamil Nadu assembly provide an opportunity for exploring the related 
phenomena of dissent and dissidence as experienced by Indian political parties and as refracted through the prism 
of the elections. 


THt importance of the recent election to 
the lamii Nadu btate assembly lies not only 
in the specific regional political charac¬ 
teristics that it was bound to bring to the sur¬ 
face, but also in its timing. For several 
months during the latter half of 1988, Con- 
gress(l), the ruling party at the centre, had 
been toying with the idea of holding the 
ninth general election a few months ahead 
of schedule. Having fared badly in a number 
of slate assembly elections (Punjab, Kar¬ 
nataka, Andhra Pradesh, West Bengal, 
Assam and Haryana) during the last three 
years or so, as well as in the parliamentary 
and state assembly by-elections held in 1987 
and*)988, the ruling party found itself in a 
vulnerable position. It needed to regain some 
of its lost credibility in order to win a con¬ 
vincing victory in the Lok Sabha elections 
against an opposition which was already in¬ 
ching clo.ser each month towards some kind 
of cohesion as a national political force. 

The state of Tamil Nadu—where a 
regional party (AlADMK) friendly to Con- 
gress(I) had been in power until the death 
of M G Ramachandran, the chief minister, 
in December 1987—would have been a good 
arena for embarking upon the task of restor¬ 
ing Congress(l)’5 fast eroding electoral 
appeal. A victory or even a reasonably 
creditable performance in the Ibrnil Nadu 
state assembly election would have acted as 
a boost to Congress(I)’s morale in states in 
which opposition parties are in control of 
the executive. It would also have reversed a 
long established and by now a well entren¬ 
ched political trend in the ‘peripheral’ (i e, 
non-Hindi speaking) areas in favour of 
regionalism and a greater measure of local 
autonomy and also reversed the excessively 
centralising tendency of the centre in its rela¬ 
tions with the states. 

The signs on the political horizon of Tamil 
Nadu, even two years before M G Rama- 
chandran's demise, were none too propitious 
for the survival of AlADMK as a homoge¬ 
neous political force. M G Ramachandran’s 
decision to leave DMK during the 1970$ and 
form his own psuly was not motivated by 
any differences over policy but rather out of 
personal pique and his own mega-ego. As 
a cinematic hero, he was a figure ever pre¬ 
sent in the romantic imagination of a vast 
majority of the Ihmil people Given such a 
pre-eminent position, it was easy enough for 


M G Ramachandran to capture the political 
imagination of the public a.s well. His main 
objective was to subdue Karunanidhi and 
throw his government out of office. This he 
could achieve by simply appealing to' the 
mass of the people without building a 
political organisation to match DMK. 
Populist rhetoric, purveyed through the 
magic of a charisma to which certain 
segments of society were uniquely suscepti¬ 
ble, swept AlADMK to powei in 1977 under 
M G Ramachandran’s one-man leadership. 

During an entire decade in power, 
AlADMK pursued no coherent policy in the 
economic sphere directed towards the poorer 
sections of society or towards the small in¬ 
dustrial sector or in the sphere of agricul¬ 
tural production and land reform. 'Famil 
Nadu, which had been known in the past for 
comparatively sound administration, became 
under M G Ramachandran’s chief minister- 
ship, a poorly administered stale in which 
party hacks who invoked the name of the 
puratchittalaivar (literally, ‘leader of agita¬ 
tion’) and the lumpen rabble they recruited 
as their vociferous and destructive followers 
brought normal government to a virtual 
standstill. 

Unlike DMK which is based in a strong 
and relatively disciplined cadre carrying out 
political and propaganda work among the 
mass of the people (much more effectively 
in urban and peri-urban than in rural areas), 
AlADMK was a fly-by-night organisation 
which catapulted itself into instant power 
under the wings of its leader without a pro¬ 
gramme or a carefully structured political 
organisation. Sycophantic renegades from 
the parent body constituted the coterie sur¬ 
rounding the chief minister who dished out 
ministerships and other jobs in a measure 
appropriate to the degree of each indi¬ 
vidual’s personal loyalty, to the leader. A 
proto-feudal mafia thus look over the reins 
of the Thmil Nadu state government from ’ 
a party which, for all its faults and short¬ 
comings, had made a few significant con¬ 
tributions in the political sphere. 

DMK Rule 

The DMK government began its ten-year 
career in 1967 with a probing inquiry into 
the question of centre-state relations in its 
most salient aspects with special reference 


to the practices that had been followed by 
the central government towards the govern¬ 
ments of the states. It resulted in the publica¬ 
tion of the firs! comprehensive and far- 
reaching critique (the Rajamannar Report) 
of the political, economic, fiscal and ad¬ 
ministrative impact—on the states in general 
and Tamil Nadu in particular—of a federal 
constitution that had been applied for nearly 
two decades m an increasingly centralising 
and undemocratic manner by the central 
government. 

Even though the DMK government, under 
Karunanidhi, behaved in a high-handed 
manner towards industrial workers and their 
unions as well as poor peasants and agricul¬ 
tural workers, indulged in corrupt practices, 
and unleashed indiscriminate police repres¬ 
sion against groups agitating against the 
goxernnient, it was not without a sense of 
direction. Moreover, karunanidhi himself 
had a penchant for efficient and effective ad¬ 
ministration. Despite an overtly anti-high 
caste (and especially anti-Brahmin) stance, 
Karunanidhi's rule did not result in 'a 
sharpening of the contradiction between the 
interests of the different local power-holding 
middle castes to a point of uncontainable 
conflict erupting between them (unlike; for 
example, in Andhra Pradesh under the 
■ftlugu Desam government). In other words, 
Karunanidhi allowed sufficient leeway in the 
realignment of local power groups to per¬ 
mit a more or less fluid boundary between 
the old custodians of power at the district 
level and below and new entrants into the 
structures of municipal power. In contem¬ 
porary India the defusing of horizontal con¬ 
flicts between different segments of the 
economically dominant groups (which are 
often manifested in inter-caste rivalries) 
should be viewed as a positive contribution, 
though, necessarily only of short-term value 

The DMK administration added nothing 
distinctive in the economic sphere to the 
achievements of the three Congress govern¬ 
ments that had preceded it (especially in the 
sphere of small and medium industries, but 
also in the spheres of urban social economy, 
food production and cash crop production). 
Yet, it exuded an ambience of robust cul¬ 
tural/linguistic individuality by keeping tip 
pressure on the centre against the introduc¬ 
tion of Hindi as the national and official 
language. Moreover, it gave the general im- 
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IDtttfion of possessing administrative 
acumen by combining a policy of repressing 
tke mass of the people (especially at the 
arork place in the rural areas) with one of 
fostering accommodation between the in¬ 
terests of rival segments of local elites 
belonging to the middle and lower middle 
castes. 

Role in Emergency 

The DMK government's crowning 
achievement was more national than 
regional in character. Thmil Nadu was the 
only state in which a government was in 
power, at the time of the ‘internal Emergen¬ 
cy*, that was in opposition to Congre.s$(I), 
tte ruling party at the centre. The Ikmil 
‘‘Madu state government, under Karunanidhi, 
was clear and open in its opposition to the 
Emergency. This stand of the state govern¬ 
ment gave the struggle for civil liberties a 
tremendous fillip because the organisations 
involved in political agitation against the 
centre were able to operate in relative safety 
in and from Ikmil Nadu where the state 
police did not work hand in glove with the 
central police and intelligence units in the 
implementation of the internal Emergency. 

It was thus fitting that a regime, which 
began its political career by outlining the 
boundaries of an important debate on the 
content of the federal structure and the rela¬ 
tionship between the centre and the regions 
under the Indian Constitution, should leave 
the governmental stage after completing its 
tccond term in office during which it seired 
the opportunity to act as a bastion of civil 
liberties and fundamental rights. This it did 
from within the structural confines of the 
Indian state whose power at the national 
level was controlled 1^ an authoritarian and 
' undemocratic government which was ready 
tt> do away with even the people’s most basic 
rights. Thus, when a number of state 
'ilpMmmenis led by opposition parties came 
to power in the aftermath of the Emergency, 
(he way had already been cleared for them 
to take up militant and vigorous stands 
against the central government on the ad¬ 
ministrative, political, economic, fiscal and 
regional questions affecting centre-state 
relations. 

Understandably, DMK’s role in upholding 
civil liberties which had been placed under 
thnat throughout the country during the 
Emergency did not capture the imagination 
of the mass of the Ikmii people who were 
tued with a choice (in the 1977 state 
aaiembly election in Ihmil Nadu) for the 
first time not between a central ruling par¬ 
ty and a regional ruling party, but between 
a regional ruling party on the one hand, and, 
on the other, the product of a fission from 
kin the form of AIADMK under the leader- 
ridp of a popular hero In a state in which 
"Uhe Congress party, viewed as a vehicle of 
central authoritarianism, was thoroughly 
discredited, an electoral contest of the kind 
Ihmil Nadu witnessed in 1977 revealed novel 
features of the political dynamic of regiona¬ 


lism which regional parties currently in 
power elsewhere in the country would do 
well to learn from. 

At the moment of transition from 
Emergency to a re-incarnation of parliamen¬ 
tary democracy in 1977, there was nothing 
to distinguish between the two Dravidian 
regional parties of Tamil Nadu so far as their 
opposition to the centre was concerned. But, 
on balance. DMK’s governance ol 10 years, 
most of them under Karunanidhi’s steward¬ 
ship, could be legitimately faulted on a 
number of grounds, Chief among these were 
administrative and political corruption; the 
inability of the administiaiion of keep up 
the pace of clevcloptncni of Tamil Nadu’s 
variegated industrial cconoiiiy in any of its 
.sectors- small, medium or big—the hard¬ 
ship to which the poor peasantry, and 
agricultural workers in a numbet of areas 
were subjected to (the Kilavcnmani massacre 
being the most tragic manifestation, but by 
no means an exceptional one, of rich and 
middle peasant violence towards the poor 
peasantry and agricultural workers in which 
class alignments and caste oppression were 
fused together, to the belated Judicial cover- 
up to which DMK was singularly indit- 
ferent), its policy of weakening the trade 
unions by engineering splits and fomenting 
terror tactics against workers engaged in 
legitimate agitation against managements, 
its practice of encouraging party cadres to 
indulge in acts of goondaism and thuggery 
against segments of the population that were 
opposed to the government, and, generally, 
its narrow social outlook combined with a 
lack of economic vision. 

The DMK government’s acts of omission 
and commission became 'the theme of 
M G Ramachandran’s campaign, enough to 
unleash a veritable tidal wave of popular 
support for the petit bourgeois political 
insurrection in the 1977 election. It was clear 
from the outset that as long as the purat- 
chittalaivar remained at the helm of his 
party, it would be next to impossible to 
dislodge it from power. But even such a dire 
result was not without a modicum of solace 
for DMK in its hour of electoral rout. 

DMK’s SURVIVAl 

For, not even the catastrophic blow 
delivered by the hero-leader of the new par¬ 
ty that had been spawned from a fraction 
of the original party was sufficient to 
eliminate DMK from the political scene. 
DMK continued to retain the support of a 
reasonable proportion of the electorate 
(though this was reflected in a dispropor¬ 
tionately small number of MLAs returned), 
while manifesting positive strength (as 
reflected in the number of seats won) in cer¬ 
tain urban areas and particularly Madras. 
The 1977 election to the Thmil Nadu state 
legislature thus served a double purpose; it 
provided an indication of the mass populari¬ 
ty of M G Ramachandran as an individual 
and by implication, the spurious character 
of the popular verdict which, so far as 


AlAI>MK was concerned, represented a per¬ 
sonal triumph rather than reflecting the im¬ 
pact of a well developed political force con¬ 
testing for power in its own right. By the 
same token, it provided DMK, a political 
parly in the fullest sense of the term, with 
some concrete evidence of where its 
weakness lay and where it continued to re¬ 
main strong. Wc shall return to this point 
at a subsequent stage in this discussion when 
we consider the changing nature and role of 
parties in contemporary Indian politics. 

in Tamil Nadu politics, the year 1977 
witnessed the emergence of a matinee idol 
as a macho political leader of a rudderless 
party to which a motley horde of office- 
hungry politicians at all levels gravitated, in 
the absence of any ideological stirrings or 
innovatory policy concepts within the 
AIADMK ranks, no one felt the need to sus¬ 
tain it with a. sub-structure of cadres and a 
network of communications capable of 
reaching out to different segments of the 
population. The new party simply had 
nothing of substance to communicate, not 
even the cultural shibboleths of DK and 
DMK propaganda which had become worn 
out through over-use. The populace could 
be fed on an audio-visual diet of its hero 
being paraded and put on show before mass 
gatherings. Any opposition to the regime 
could (and indeed was) snuffed out by police 
thuggery and by unleashing an increasingly 
lumpenising and violent following of 
AIADMK upon those who dared to voice 
misgivings or criticism. The state govern¬ 
ment, which was so clamorous in its demand 
for regional auto'nomy, cared little for local 
autonomy within the state itself. No election 
to local bodies was held, thus stifling a 
legitimate channel through which a diversi¬ 
ty of views about the economic needs of the 
state and the social problems faced by the 
people could be voiced. 

AIADMK became a thoroughly corrupt 
organisation, surpassing the reputation for 
veniality of even the Congress government 
under M Bhaktevatsalam. Its government 
covered up its utter bankruptcy of political 
and economic ideas with cheap populist ap¬ 
peals to the people exploiting their leader’s 
charisma. The level of state violence under 
AIADMK against the poor people was 
greater than that achieve! by any previous 
government in the state thou^ interestingly, 
no connection was made in the popular im¬ 
agination between the repressive state ap¬ 
paratus and the chief minister presiding over 
its activities. 

Political Void kftbk MGR 

During its ten-year career, the AIADMK 
government edged closer and closer to Con- 
gress(I)—in the beginning under Indira 
Gandhi and subsequently under Rajiv 
Gandhi. But the appeal of an individual 
leader (even where, as in M G Ramachan¬ 
dran’s case, he should happen to be secretive 
and pathologically incapable of delegating 
power), which can beneflt a party with a 




concrete profnmme, is entirely non-tmiu- 
fenble in the absence of one. Under the con¬ 
ditions prevailing in Ikmil Nadu during 
the 1980s, M G Ramachandran’s personal 
appeal was the stuff of which Indian 
politic ephemera was made. There was 
nothing for it to rub off on, with the result 
that neither the Ihmii Nadu Congress(I) nor 
the AIADMK organisation was in a posi¬ 
tion to derive any political benefit from 
M G Ramachandtan's helmsmanship of the 
state government. 

When M G RamacHandran, the matinee 
idol-tumed-macAo potitical hero was struck 
by illness in 1985, a huge political void was 
suddenly opened up beneath his feet of clay. 
Into it tumbled rivals to the succession in 
order to engage in gladiatorial contests at 
the heads of factions in the name of the 
fading hero of whom each claimed to be the 
sole true political legatee. The unseemly 
quarrels between Jayalalitha and Veerappan, 
the jockeying for positions of different 
‘leaders’ between the two fractions (or, as 
in the case of a few ministers, casting 
themselves in the mould of the proverbial 
‘dark horse’ which would mysteriously 
emerge as the preferred candidate for the 
succession), and the political confusion into 
which an already poorly governed state had 
sunk, could be put in cold storage only 
artflicially reviving the political hero-tumed- 
zombie and returning him to the centre of 
the political arena. With his senses failing, 
his voice all but paralysed, and his mental 
faculties on short leash, M G Runachandran 
nevertheless succeeded in putting the lid on 
' a political cauldron which had already begun 
to boil over. The fading chief minister’s final 
fling with political power lasted two long 
and debilitating years during which 
AIADMK, a paper organisation at the best 
of times, had become moth-eaten and join¬ 
ed its founder-leader in his state of 
desuetude. 

It is well known that; within a week of his 
death, rival factions pitched in their claims 
to be the true inheritors of the party created 
by the leader. And the year under president’s 
rule that followed the short-lived AIADMK 
government led by Janaki Ramachandran 
exposed the total unviability of AIADMK 
as a serious political organisation. Splits 
bred further splits, and the squabbles 
amongst the leadership bore no relation to 
the problems faced by the people of 
Ihmii Nadu. 

Congress(l)*s strategy to retrieve its 
hopelessly impoverished political reputation 
in the state was based on a two-pronged 
strategy. First, governor’s rule; even with the 
repressive features of the previous regime 
ki^ intact, could only represent an improve¬ 
ment on the AIADMK government and 
could be directed towards a marginal im¬ 
provement of the living conditions of cer¬ 
tain segments of the population. 

Second, in the breathing space provided 
by governor’s rule; Congressd) would be well 
placed to make a realistic assessment of its 
dectoeal {Htsspects when the time came to 


caO the neat state assembly eiketion. It could 
weigh the different alternatives of ‘going it 
alone* or of allying itself with one or other 
of the two main factions whidi split off from 
AIADMK immediately following its leader’s 
death. The Congress(I) apparatchiks, 
however, made a characteristically inept 
evaluation of the concrete situation on the 
ground. Their gross miscalculation consisted 
of the exaggerated view they took of the im¬ 
pact that a dynamic and charismatic Rajiv 
Gandhi could have on an electorate which 
had proved itself to be so susceptible to 
M G Ramachandran’s magnetism as a 
cinema idol. 

As in the case of the two Gujarat state 
assembly elections which preceded the 
Emergency, in Ikmil Nadu too, intelligence 
(gathered by the .state organs at the behest 
of the prime minister on the electoral pro¬ 
spects of different parties) took the hint as 
to the prevailing drift of thinking among the 
ruling circles of the ruling party and pro¬ 
vided information which entrenched the lat¬ 
ter in their wishful thinking. The grassroots 
opinion which Moopanar claimed to have 
sampled thoroughly, as well as the official 
intelligence, gave Congiess(I) a grossly in¬ 
flated and unrealistic image of it.self in the 
perception of the electorate. Congress(l) 
decided to go into the election contest 
without any major coalition partner and 
solely dependent on the appeal of Rajiv 
Gandhi’s personality (and, marginally, on 
the supposed approval by the Tkmil public 
of the government of India’s policy towards 
Sri Lanka and its outcome, especially since 
July 1988). 

Electoral Strategy 

Throughout 1988, however, DMK strove 
to consolidate a winning electoral strategy. 
At the beginning of its decade in political 
wilderness, the party had learnt the futility 
of entering into opportunistic electoral 
alliances with the Congress! I). Throughout 
the rest of the decade, DMK concentrated 
its effort on maintaining the morale of its 
cadre base and on nurturing the constituen¬ 
cies in which it enjoyed mass support. Those 
who had chosen to remain in DMK, after 
the defections from its upper echelons to 
AIADMK in the run up to the 1977 state 
assembly election, could be relied upon to 
observe party discipline, to focus attention 
on policy questions, and to evaluate critically 
the strengths and weaknesses of both the 
DMK administration before 1977 and the 
later AIADMK government. 

Furthermore, DMK in general and 
M Karunanidhi in particular kept in touch 
with able administrators of the previous 
DMK regime who had been shabbily treated 
by the AIADMK government. A decade of 
lying fallow had thus been put to good use 
DMK. Moreover. Karunanidhi played an 
active role in the national scene in respect 
of two major developments. 

First, he showed active sympathy towards 
the cause of the Dunil liberation forces in 


Sri Lanka which had reason to beiiaw mat 
they had been made a cat’s paw in the ac¬ 
commodation that was being foiged between 
the Indian state and the Sri Lankan state; 
Not being saddled with the responsibility eff 
orchestrating the state government’s stand 
on the issue with the policy of the central 
government, Karunanidhi was in a position 
to expose the AIADMK government’s shif¬ 
ting stance on the question and to draw at¬ 
tention to the essential alignment between 
the stand taken by M G Ramachandran in 
1987 and the Indo-Sri Lanka accord of July 
1988, to which a number of Ikmil liberation 
groups (and especially those that were 
represented at the Thimpu meetings) func¬ 
tioning from India were strongly opposed. 

The second des'clopment related to the 
gradual, if not halting, emergence of the Na¬ 
tional Front of opposition parties (including 
in particular the regional parties) which 
crystallised around a coalition of political 
forces antagonistic to Congiessdj. Despite 
the long drawn out process attendant upon 
the national level oppositityn parties (i e, the 
Janata, and Ixik Dal splits mainly) coming 
together to form a single political force, 
regional parties such as Iklugu Desam (TD), 
DMK and Asom Gana Parishad (AGP) woe 
far more advanced in their understanding of 
the need to unite against the ruling party in 
order that an alternative government might 
be able to take power after the next general 
election. The success of the rally held in 
Madras in August 1988 by the national op¬ 
position front was due not a little to the 
organisational effort of DMK. If there was 
a single concrete event which brought credit 
to DMK as a serious political force in Ikmll 
Nadu during the pre-election phase, it was 
the rally called by the National Front.' 

DMK was also in the unique position of 
including CPI(M) as one of its partners in 
its electoral alliance. Even though, on the 
national scene, CPI(M) has chosen to leave 
open the question of forming a left demo¬ 
cratic alliance to fight the forthcoming 
general election, in the Tamil Nadu state 
assembly election it was ready to join a coali¬ 
tion led by DMK. This decision resulted in 
a strengthening of its presence in the new 
assembly. Above all, DMK’s low profile 
throughout 1988 stood it in very good stead 
indeed, both from the point of view of the 
internal health of its organisational struc¬ 
ture and from the point of view of the im¬ 
pression that it created on the electorate as 
a whole 

The 1989 state assembly election was thus 
preceded by considerable confusion among 
all the contestants with the exception of 
DMK and its allies (viz, the National Front, 
a faction of the All-India Muslim League; 
and CPI(M)). After keeping everyone guess¬ 
ing until the last minute, Congre$s(l) chose 
to dissociate itself from either of ^e main 
AIADMK factions, and form an alliance of 
its own with a few micro-parties on the 
political periphery of Ikmil Nadu. 
AIADMK (Janaki) and AIADMK (Jaya¬ 
lalitha) also decided essentially to go it alone; 
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though dw latitr dkllndude Gn (which bad 
previously .unaiiecenfiilly woo^ DMK) 
among its coalition partners. 

Wtth the exception of DMK and CPI(M). 
each poUtiqri party produced an election 
manifoto whi^ was utterly unrealistic and 
s^f-eontradictory, fidl of eager and ex- 
ttavagant promises which, it was patently 
obvious, could not be fulfilled by aiqi par¬ 
ty. DMK, however, was more realistic on the 
promises side, and quite wise in emphasis¬ 
ing its intent, for examfdc; to enhance 
women’s participati.m in representative 
politics (at both the state and sub-state levels) 
to a minimum of 25 per cent. 

Neither of the two main splinters from 
AlADMK did anything to give itself the 
image of an organisation serious about im¬ 
plementing clearly spelled out policies in the 
economic and other spheres. Congress(I) 
proved to be even more opportunistic than 
the two AlADMK parties. While its mani¬ 
festo sounded completely chimerical, the 
rhetoric of the prime minister, unstoppably 
campaigning for the ruling party in '^mil 
Nadu, left no doubt in the minds of the peo¬ 
ple that the centre did not have an inkling 
of how the electorate felt about its regional 
identity in the national political context. Not 
surprisingly, the Congre$s(l) propaganda fell 
on stony ground. 

fn this four-cornered contest, DMK’s 
brand of populism was bound to succeed, 
because it was tempered by a realistic 
understanding of the issues uppermost in 
people’s minds. The populism of all the 
other parties was rooted in barren and ex¬ 
aggerated promises which were not backed 
by convincing explanations of their overall 
objectives. In addition to these four political 
forces there were other splinters—e g, the 
group led by Navalar Nedunchezian that 
split off from AlADMK (Jayalalitha), the 
faction led by Panruti Ramachandran (he 
himself having decided not ta stjTnd), the 
leading elements behind the Winniyar agita¬ 
tion, and the unique position held ^ former 
speaker Randian within AlADMK (Janaki). 

PHENOMENON OF DISSENT 

The phenomenon of splitting which was 
endemic in all political parties taking part 
in the election, with the singular exception 
of DMK and the communist parties, should 
be viewed in the general context of political 
change in India as a whole. At independence, 
the Indian political scene was'more or less 
homogeneous (at least as reflected in the 
parties that were active on the political 
arena), with the Congress party encompass¬ 
ing the mainstream of the nding ideology. 
Apart from CPI, which at the time of in¬ 
dependence espoused a revolutionary pro¬ 
gramme and therefore constituted a political 
force of contradiction on the Indian scene, 
the Congress party stood virtually unoppos¬ 
ed in ha contnd of state power. However, 
within a decade of India’s independence, a 
good deal the ideological consensus, upon 
wjd^ Cmgreas rule was base^ came under 



strain. Dissent, on an iiKieasing scale, 
developed within the Indian polity. It mainly 
centred around the Indian socialists (initially 
under the leadership of Ji^ Pigkash 
Narayan, but subsequently split into dif¬ 
ferent tendencies) who parted company with 
the Congress party. At the same time, op¬ 
position to Congress from right wing Hindu 
communal elements grew in intensity in 
some parts of the country. Of far greater 
long-term importance was the fact that some 
dissent also gathered momentum within the 
Congress party itself. 

By 1967, however, the Congress party had 
clearly proved itself to be unable to contain 
internal dissent arising from a rapid inten¬ 
sification of horizontal intra-class conflicts 
of interest. These arose between the rural 
rich (i e, rich and middle peasantry) classes 
(which had not only greatly benefited from 
the Green Revolution but were also in con¬ 
trol of the party organisational structures at 
the state level and below, and acted as the 
ruling party’s ‘vote bank’) and the industrial 
bourgeoisie (which, in the absence of a mass 
base, had come to depend more and more 
on the Indian state for its development). In 
the core or Hindi heartland region, these 
divisions of interest were reflected in the 
growing internal disunity of the Congress 
party. In the peripheral states of the coun¬ 
try (especially in the south, north-west, and 
latterly in certain parts of the north-east), 
regioi^ parties developed. They constituted 
the nuclei of dissent based on a combina¬ 
tion of factors—cultural, linguistic and 
economic, etc. The growth of regionalism in 
states such as Ihmil Nadu was parallelled by 
the rising popularity of communism and left 
wing politics in l^st Bengal, Kerala and 


IHpura (and to a certain extent Andhni 
Pr^esh) where polarisation along class lines 
surfaced more clearly than in other parts of 
the country, especially in the rural and tribal 
areas where the party had a strong mass 
base. 

Side by side with the manifestation of 
conflict among the rural and industrial 
segments of the dominant dass coalition, 
reflected in the Congress party’s hold on 
state power, there wgs also an intensification 
of groupism and factionalism within the 
Congress party, especially at the level of 
pradesh congress organisations. Even- 
though, as a phenomenon, groupism crystal¬ 
lised around rivid personalities jockeying for 
power in various states and currying favour 
with the central organs of the party, its 
wellsprings were located in the growing op¬ 
position between interests dominating the 
hinteriand of the- agrarian economy and 
those centred in the development of the 
capitalist mode of production in the in- 
duiitrial economy of India—in other words, 
between those forces that were predominant¬ 
ly local and regional, and those that were 
transregional or national or central in their 
orientation. This growing internal contradic¬ 
tion ultimately resulted in the great split that 
led to the formation of exclusively peasant 
based parties to which the Lok Dal compo¬ 
nent of the National Front and Janata Dal 
can be traced. 

The political expression of dissent in 
Indian society as a whole has not been 
predicated upon any fundamental disagree¬ 
ment on the end to be achieved. In other 
words, there is widespread agreement among 
many political parties on the development 
of a fully capitalist economy with a thriving 
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NOTICE 

Form IV A 


1. It IS hereby notified for the information of the public that Jaykay Tech Ltd. proposes to make an application to Central 
Government in the Department of Company Affairs, New Delhi, under Sub-Section (4) of Section 23 of the Monopolies 
and Restrictive Trade Practices Act, 1969, for approval to the take over of the whole of Jaykay Tech Services, Consultants 
& Ensineers (A division of J K. Synthetics Ltd.) 

Brief particulars of rhe proposal are as under: 


(i) Name and address of the applicant 


(ii) Name and address of the undertakins the whole 
or part of which is proposed to be taken over 
and the manner of takeover i.e., by acquisition of 
control or manasement, whether by the acquisition 
of ownership of the undertakins or under any 
■mortsage, lease or licence or under any agreement 
nr other 

(hi) Management structure of the applicant 


(iv) Capital structure of 

(a) the applicant 

(b) the undertaking proposed to be taken over 

(v) Line(s) of business of the undertaking which will 
or IS likely to emerge as a result of the proposed 
take-over 


(vi) Consideration tor the take-over 


: Jaykay Tech Ltd. 

Office 810, 8th floor, 

Ashoka Estate, 

24, Barakhamba Road, 

New Delhi 

a) Jaykay Tech Services 
Consultants & Engineers 

(A division of J K Synthetics Ltd) 

JK Nagar, Kota 324 003 

b) By acquisition of ownership of the undertaking 

The applicant Company is being managed under the 
overall control and superintendence of the Board of 
Directors which is as under. 

Shri Govind Han Singhania 
Shri K N Malhotra 
Shri F C Rustagi 
Shri Rarnapati Singhania 
Shri Nidhipati Singhania 

: Authorised Capital : Rs. 2,00,00,000 

Proposed Issued Capital : Rs. 1,00,00,000 

: Not applicable—The undertaking beihg taken over is 
only a functional division of the parent company 

■ The applicant company proposes to act as Engineers 
and Consultants for new projects and expansion and 
diversification of existirig industries in India and 
abroad and arranging know-how, finance etc, for 
projects 

: Rs. 55.22 lacs 


(vii) Scheme of finance indicating the source(s) of finance . Issue of 5,52,000 equity shares of Rs. 10/- each 
for the proposed take over 

2 Any person interested in the matter may make a representation to Secretary, Departrhent of Company Affairs, 
Government of India, Shastri Bhavan, Dr. Rajendra Prasad Road, New Delhi within 14 days from the date of publication 
of this Notice intimating his views on the proposal and indicating the nature of his interest therein. 


New Delhi * For Jaykay Tech Ltd. 

27th March, 1989 


(R.G. Sudheer) 
Secretary 
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internal market, and a sound articulation of 
the processes by which production in the in¬ 
dustrial and agricultural sectors of the 
economy and the reproduction of capital can 
take place within it. In actual fact, however, 
fierce competition between different 
segments of the capitalist class (under con¬ 
crete conditions of acute scarcity of available 
resources and of the slow rate of expansion 
of the domestic market), as well as diver¬ 
gences of orientation over the relative stress 
that should be laid on the ‘social welfare' im¬ 
peratives of ‘removing poverty’ and the con¬ 
tainment of the forces of socio-economic 
class polarisation, took the form of con¬ 
certed opposition to the Congress from a 
whole array of new parties representing the 
interests of the regional petit bourgeoisie as 
well as the ‘rural rich’ classes. Over a period 
of time, the latter, consisting mainly of the 
rich and middle peasant segments, have been 
able to transcend, at least partially, their in¬ 
itial limitations as disparate regional forces 
and increasingly to realise their political 
potential as a ‘national’ or at least as an 
‘inter-regional’ force 

Dissidence in Congress 

Dissidence is the main problem that the 
Congress party has faced even before the im- 
po^tion of the internal Emergency in 1975. 
The eftorts made by the central leadership 
during the early 60s to contain dissent within 
the Congress party (of which the Kamaraj 
initiative of 1%3 was the most significant) 
foundered on the rock of disunity between 
the central leadership of the ruling party and 
powerful regional Congress leaders deman¬ 
ding a greater return for their contribution 
to the political stability of the Congress and 
to the economy. The conflict between the 
two sides came to a head in 1967. 

The anti-Congress coalitions which took 
power in the heartland states for a brief 
period and in Tamil Nadu for a much longer 
interval (in fact without interruption until 
the present day)—even more than the left 
wing-led coalitions in West Bengal, Tripura 
and Kerala—initiated a political process 
which swiftly led to an even greater cen¬ 
tralisation of authority within the Congress 
structure than during Nehru’s helmsmanship 
of party and government. 

With the exit of dissenting elements from 
the Congress party to form new political 
structures, the mass base of the former 
became increasingly subject to erosion. 
While its pradesh congress organisational 
structures and parliamentary and state 
assembly groups became hotbeds of inner 
party dissidence crystallising around rival 
personalities. There is no ideological motiva¬ 
tion behind dissidence. It is based solely on 
the criterion of how much political clout and 
money power that groups under rival netas 
can command. In view of the fact that the 
Congress party never transformed itself in¬ 
to a cadre party, the corrosion of morale 
through dissidence acquired serious propor¬ 


tions during the second spell of Indira 
Gandhi in power. 

Indira Gandhi’s handling of this problem 
was characteristically Machiavellian. All the 
major split within the Congress—dating 
from 1%9 onwards—resulted from her 
initiative, and constituted manifestations of 
dissidence. By 1972, when Indira Gandhi 
had succeeded in consolidating her position 
as prime mini.ster and unquestioned leader 
of the ruling Congress party, she embarked 
upon a strategy of extending the pattern of 
centralisation from the sphere of centre-state 
relations to the arena of the relations bet¬ 
ween the pradesh congress committees and 
the Congress high command. Authoritarian 
control from Delhi was vastly intensified. 
(Turing the period 1975-84, except for the 
Janata interregnum, the selection of chief 
ministers in states in which the Congress par¬ 
ty commanded a majority of assembly seats 
was subjected to the authoritarian whims of 
the prime minister and her coterie, and no 
longer subjected to well established 
democratic procedures of free election by 
Congress Icgitilators. 

This new mode of the centre imposing 
chief ministers of its own choice on states 
in which Congres.s(() held a majority of 
assembly seats, had the effect of intensifying 
dissidence and fissiparous tendencies. These 
rapidly led, in certain states (e g, Andhra 
Pradesh and Karnataka), to a complete 
undermining of the popularity, among the 
mass of the people, of a once powerful Con¬ 
gress party. At the same time, the theatre of 
intra-ruling class conflict—which is reflected 
in the basic social and economic polarisa¬ 
tion affecting different regions in India— 
was permanently shifted, from 1977 on¬ 
wards, from a political arena dominated by 
the ruling Congress party to an arena crowd¬ 
ed with different political parties claiming 
their own political space and contending for 
power both at the centre and in the states. 

In this political transformation, we have 
witnessed a radical change in the characteri¬ 
sation of the parties representing the forces 
of contradiction in India. Tamed by the 
socialising influence of oarticipation in the 
electoral process and parliamentary politics, 
and flushed with remarkable successes in im¬ 
plementing basically ‘bourgeois' and ‘petit 
bourgeois’ laws in a ‘pro-people’ direction— 
thus observing, in spirit as weli as in letter, 
the hitherto dormant legislation in the 
statute books of the state governments in 
Kerala, West Bengal and Ikipura—the twer 
main communist parties have, over the years, 
become more regional in their programmatic 
orientation and less interested in competing 
to put themselves forward as the cust^ians 
of an Indian revolution—not, at any rate, 
in the short or medium run. 

Thus, the political field in India since 1980 
has been ocoipied by an authoritarian Con- 
giess(IX the cadreless ruling party at the cen¬ 
tre with a shrin'icing mass base and wracked 
by inner-party dissidence on the one hand, 
and, on the other, by a number of parties 


whose programmes constitute expressions of 
dissent of varying intensity from Congress 
(1)’$ understanding of the Indian situation 
and the way forward. In such a scenario, 
DMK has played a unique role during the 
last twenty years in power as well as in op¬ 
position. It IS one of a small htmdful of non¬ 
communist parties (i e. BJP, Teiugu Uesam 
to a limited extent, and Asom Gana 
Parishad in a truncated sense) that are cadre- 
based. To be sure, it has a mass base, a 
significant part of which temporarily 
evaporated in the face of M G Ramachan- 
dran's avalanche-like descent into the Tamil 
Nadu political scene. 

DMK AND Other Regionai Pariies 

Ideologically, however, DMK shared the 
characteristics of other ‘regional’ parties: 
strong on culture, language and ‘nationality’, 
but weak on economic policies and iden¬ 
tification of group.s at which they should be 
targeted. Even so, it possessed the unique ad¬ 
vantage of representing, in a relatively un¬ 
differentiated manner, the interests ot the 
‘middle castes’ lespecially in rural aicas) 
without unduly favouring any particular 
caste (even though some wastes such as 
Nadar and Vanniyar have fell antagonised 
from time to time). Its political wrath was 
concentrated on the minu.sculc Brahmin 
castes, while its orientation towards the 
lowest castes varied from hostility towards 
politically articulate and ‘class’ conscious 
segments (e g, the poor peasant.> and 
agricultural labour of T'iruva'Iui and East 
Thaniavur) to indilfcrence towards those 
segments which were quiescent and accom- 
inodaritig to the demands of ihcir middle 
and rich peasant oppressors. 

The tact that the middle castes had a more 
pronounced tendency than others to diffuse 
into a number of different professions and 
trades well beyond the confines of agricul¬ 
ture, tended to broaden the appeal of DMK 
and to impart some kind of pseudo-ideo¬ 
logical ven.simililude to its populism. In 
other words. DMK has, to date, been able 
to maintain a more or less adequate score 
to its credit on two of the three main 
criteria—viz, its cadre-based structure, and 
its mass-based character—that should be 
satisfied in order that dissent might be kept 
at a minimum and dissidence might be 
avoided. The one criterion on which it tend¬ 
ed to fall short, especially during the last ten 
years, relates to its general ideological orien¬ 
tation with special reference to offering con¬ 
crete benefits to clearly identified segments 
of the society. 

By comparison with TD, the other main 
cadre-bas^ regional party (in Andhra 
Pradesh), DMK is more securely structured, 
because it is relatively free from intra-class 
conflict as reflected in inter-caste strife (bet¬ 
ween the upper crust of the aspiring Kam- 
mas and the entrenched but threatened 
Reddys in the upper reaches of Andhra 
Pradesh’s rural society) and less dependent 



NOTICE 


It Is hereby notified for the Information of the public that Greaves Cotton A Company Limited proposes to make an applica¬ 
tion to the Central Government m the Department of Company Affairs, New Delhi, under Sub-Section (2) of Section 22 of the 
Monopolies and Restrictive Trade Practices Act, 1969. for approval to the establishment of a new undertakins/unit/division. 
Brief particulars of the proposal are as under; 

1. Name and address of the applicant 


2. Capital structure of the applicant organisation 
(as on 30.61988) 


3 Management stiucture of the applicant organisation 
indicating the names of the Directors including 
Mariagirig/Whoie time Directors and Manager, if any 


4. Indicate whether the proposal relates to the establish¬ 
ment of a new undertaking or a new unit/division 
5 Location of the new undertaking/unit/division 

6. Capital structure of the proposed undertaking 


7 In case the proposal relates to the production, storage, 
supply, distribution, marketing or control of any 
goods/articles, indicate 

(i) Names of goods/article 

(ii) Proposed licensed capacity 
(ill) Estimated annual turnover 

8 In case the proposal relates to the provision of any 
service, state the volume of activity in terms of usual 
measures such as value, income, turnover, etc 

9 Cost of the project 

10 Scheme of finance, indicating the amounts to be raised 
from each source 


GREAVES COnON A Ca LTD. 

1, Dr V B. Gandhi Marg 
Bombay 400 023 
Authorised capital: 

Rs. 10,00,00,000 

Issued, subscribed and paid-up capital; 

Rs. 7,02,39,000 

The Management is under the Board of Directors whose 

members are professionals in the field of business, law, 

finance and taxation 

Name of Directors 

Mr I M. Thapar (Chairman) 

Mr S Datta (Managing Director) 

Mr N M Wagle 
Mr Surendr tail 
Mr G Mathrarii 
Mr H . C Dass 
Mr. B M. Thapar 
Mr K K Nohria 
Mr O P Afora 
Mr. C. Lakshmaiah 

The Proposal relates to the establishment of a new 
undertaking 

Dhamankhol, Ratnagin in the State of AAaharashtra or 
anywhere else as Government of India recommends. 
Authorised capital 
Rs 100,00,00,000/ 

Subscribed and paid-up capital 
Rs. 62,50,00,000/- 


Ldw Density Polyethylene 
1,00,000 tonnes per annum 
Rs 240,00,00,000/ 

Not applicable 

Rs. 260 crores 

Equity/Debentures from promoters and public; 
Rs. 62.5 crores 


Hpans; 

Rs. -^7.5 crores 

Any person interested m the matter may make a representation in quadruplicate to the Secretary, Department of Company 
Affairs, Government of India, Shastn Bhavan, New Delhi within 14 days from the date of publication of this notice, intimating 
his views on the proposal and indicating the nature of his interest therein 


Dated 17.41989 


Registered Office; 

1, Dr. V B. Gandhi Marg 
Bombay 400 023 


for GREAVES COTION Ca LTD. 

Sd/- 

(K. SITARAAAAN) 
SECRETARy 
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"an tlw popuUst iiciroics t^'a sin^e 1e«E^" 
While TIX despite hs efforts to builda cadre 
base; may not yet have reached the critical 
point at which it could be expected to stave 
off dissidence after N T Rama Rao's exit 
from the political scene, DMK has, during 
its last decade in political eclipse, proved its 
credibility as a party capable of containing 
dissidence and exercising internal discipline. 
Moreover, a disciplined cadre party such as 
DMK t$ likely to stand a better chance of 
reproducing strong leadership from one 
generation to the nett than a party such as 
TD which is slow to build its cadre base and 
over-shadowed by an unduly strong and 
authoritarian leader at the top, with little 
leadership material in its middle ranks. 

.MADMK’s FAlUJRfc 

AIADMK’s dismal failure and near¬ 
extinction as a political force in Ihmil Nadu 
so soon after M G Ramachandran’s death 
can be understood in the light of the analysis 
contained in the above discussion. Its total 
lack of cadre and utter reliance on mass 
populism directed at a cinematic idol who 
created the party single-handed, more out 
of a romantic whim than out of deep 
political commitment, rendered it incapable 
of providing middle and lower level leaders 
and its future dependent upon whomsoever 
Mtj Ramachandran picked as his successor. 

A government cifhtrolled by such a party 
had no coherent policy to implement. As 
long as the hero leader bestrode the political 
scene, any opposition to the ruling party 
could be (and, in fact, was) summarily dealt 
with, with the help of the police machinery 
and by unleashing lumpen elements which 
suppressed and intimidated innocent people. 
In fact, AlADMK’.s most significant contri¬ 
bution to Ikmil Nadu lay in bringing 
lumpen-politics to the surface and giving it 
a spurious legitimacy. In this field of 
speciali.sation, even Congress(I) has lagged 
behind AIADMK. 

AlADMK failed to satisfy any of the thiee' 
major criteria required of a political party 
capable of coping with dissidence when 
driven into a state ot crisis. Throughout its 
ten-ycai existence, it depended solely on its 
leader for survival, while the mass base 
which was his in the first instance was also 
his in the last instance without the party ever 
claiming it. AIADMK was ideologically 
bankrupt from the outset. It was far too 
hastily conceived, far too much a product 
of personal idiosyncracy than of political 
necessity, so much so that the task of pro¬ 
viding it with a structural foundation was 
never really addressed. Viewed in historical 
ptespective, the split within DMK, occasion¬ 
ed M C Ramachandran's decision to form 
a new party, rq>re$ented a break in the evolu¬ 
tion of DK into DMK. The leadership of 
E V Ramaswami Naicker, C N Annadurai 
and M Kraunanidhi represents the summum 
bonun of continuity in the history of 
DK/DMK. Against this backcloth, 
AIADMK’s rise and fail will simply go down 


as an episode in the history of the Dravidian 
politick movement in Ihmil Nadu’s history 
involving a macho leader who evoked the 
loyalty of the mass of the (especially rural) 
people as well as his lumpen following. In 
the long run, the rise and decline of the 
mainstream DMK will remain largely unaf¬ 
fected by the meteoric career of AIADMK. 


Poi iiirAL Ai.ignmcnts 

The Tamil Nadu state assembly election 
of January 1989 thus became a contest bet¬ 
ween four different political alignments, two 
of which (viz, the two AIADMK factions led 
respectively b> Jayalalitha and Janaki) were 
products of dissidence in an almost ideal 
typical form (in a Weberian sense). Of the 
other iwo, one (viz, DMK) was entirely 
grounded in regional history and politics; 
whilst, the other, Congress(i), has been at 
the crossroads ever since the first flush of 
the present prime minister’s victory in the 
December 1984 general election began to 
wear thin, 

Congress(l) is the direct descendant of the 
nationali.st movement which, at indepen¬ 
dence, was the unchallenged inheritor of 


state power. Not surprisingly, its poUtiegi 
character as a mass party was maintained , 
after independence. However, quite apart-., 
from not devoting any thought to esta- 
blishing a cadre base, no attempt was made 
by the leadership to strengthen the party and. 
reticulate its regional and national articula¬ 
tions into a single web of interweaving struc¬ 
tures. There were a number of reasons for 
this, not least the absence near the helm of 
parly affairs of persons of the calibre of 
Sardar Patel in large enough numbers and 
the suspicion with which Nehru and his 
followers viewed the ideological soundness 
of the party itself. As a political structure. 
Congress was ill-equipped to deal with dis¬ 
sent when it made its initial appearance, 
especially in the Hindi heart land/agricul¬ 
tural hinterland states. The party did not 
have sufficient clout to influence the govern¬ 
ment’s economic policy, precisely for the 
reason that it. was internally divided over 
economic priorities and policy in general. 

As those who dissented took themselves 
out of the party or were driven out, the rul¬ 
ing party, by then under Indira Gandhi’s 
control, made a conscious decision to sub¬ 
mit electoral politics to the vagaries of 
money and the black market, to subvert 
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•••awiavaai^ aiwv v^Vll *vai> aU 

pradesh levd apd lower Congress structures, 
and to subject the party as a whole to an 
increasingly rigid centralising regime in 
which those who were in control of state 
power (i e, the prime minister and her close 
circle of conflduts) became indistinguishable 
from those who controlled the Congress 
party. The Kamaraj plan, towards the end 
of Nehru’s days, represented the last, albeit 
feeble, attempt to restore the party from the 
clutches of a venial stale. Paradoxically, even 
the enormous power that Indira Gandhi 
came to wield in the p.iriy lowards the end 
of her career had the el left not of dealing 
with (let alone renioeiii,''> Jissidence but of 
papering ovei the iniiei-party crack.s which 
were widening vs ill; I he passage of time. 

With the accession to prime ministerial 
office and the leadership ol Congress! I) of 
Kajiv Ciandhi, a much weaker successor to 
Indira Gandhi, the forces of di.ssidcncc 
within the parlv have tievome harder and 
harder lo contain. Alici successive defeats 
in important .state asscniWv eleeticns (in the 
Punjab, Assam, Andhra Pradesh, Karnataka, 
Haryana and Kerala) during the life-time ol 
the present government at the ceniie, in 
Tamil Nadu, yet again in .January 1U89, Con 
grc.ss(l) showed ilseK at ils weakest riiin and 
exposed as they were, ii is not the paiticulai 
set of iactic.s or polic-y choices ii made ihui 
ill-served Corigrcs.s(I) but the hollowness of 
its organisational structure, ils complete 
alienation from and indilierencc to the mass 
of the people, and the rivalries between com¬ 
peting faclioiis ol the iiiliiig party (as in all 
the other states) which lay at ihc root of ils 
complete roui ai the hands of ihe electorate. 
The pool showing at the polls cannot have 
come but as a shock to (’ongiessll). It is even 
more iinporiaiii that, with the weakness of 
Congress(l) party structures thus exposed at 
the Tkmil Nadu polls, Ihe ruling parly at the 
centre is bound to come up against large- 
scale dissidence in almost all the other states 
(including in particular, states ruled by Con- 
gress(l)) during Ihc period before Ihe next 
general election. It is hard to see how the 
Congress(I) can shore up its .strength in these 
dire circumstances. 

In the actual election itself, alliances 
against DMK under the joint leadership of 
any combination of the other main con¬ 
tenders could not have been of any great 
value. Quite apart from the thinness of the 
election manifestos of a majority of the 
political parties taking pan in the contest 
and the electorate’s waning political interest 
in cinema heroes and heroines, it was quite 
clear from the outset thiit the only politically 
serious party on the Ihmil Nadu horizon was 
DMK. 'The style and content of its discourse 
were strikingly different from those adopted 
by its rivals. It took care not to sling mud 
at others, not to dwell on the previous 
government’s lack of policy, and to play its 
own cards on a low key. It put itself forward 
as a pany which was aware of Thmil Nadu’s 
aspirations and needs, while making it clear 


uHu u iNUwncu iu«ti ounws uw Hava tn op¬ 
position on the national scene It also tegard- 
ed itself as a party which was ready to draw 
lessons from past mistakes and keen to be 
responsive to the demands of different 
segments of the populations. 

The results of the election clearly show 
that parties riven by dissidence would find 
it difficult to win the electorate’s confidence, 
whether they join together and fight or 
whether they desire to ‘go it alone’. For, 
dissidence has the effect of focusing on per¬ 
sonalities to the exclusion of policies. Thus, 
even if one of the AI ADMK coalitions had 
joined forces with Congrcs$(l). the coalition 
headed by DMK would have won a comfor¬ 
table majority, albeit a less impressive one 
than it has actually achieved. 

Fv bN Si’RtAD OF SlIPPORI 

On a 69 per cent polling, DMK's victories 
were more or less evenly spread throughout 
the stale (it won all the Madras seals, and 
a vast majority of the seats in the districts 
of C'hinglepcttu, North and South Arcot 
where Ihc Vanniyat people agitated against 
the government, Madurai and Thanjavur; a 
hare majority in the districts of Tiriichii 
Salem; and fewer though not an insubstantial 
number in Coimbatore, Dharmapuri, Periyar 
and Tirnelveli districts). AIADMK 
(Jayalaliiha) and Congrc.ss(l) ran neck and 
neck in respect ot the number of scats won, 
though the former had an edge of one seat 
over the latter in the Final reckoning. But 
Congrcss(l)’.s share of seats in the new 
assembly fell by over 40 per cent from ils 
strength in the previous assembly, even 
though its seats are spread out more evenly 
than AlADMK(Jayalalitha)’s. 

Some dear lessons flow from these results. 
While the cadre parties in general, and DMK 
and CFI(M) in particular, did extremely well, 
all others (even including CPI, which lost 
more’than it gained by entering into an elec¬ 
toral alliance with AlADMK(Jayalalitha) 
after having first approached DMK and feel¬ 
ing disappointed with what the latter had 
to offer) did very poorly. AH the other major 
parties suffered because dissidence within 
the ranks of each one of them prevented it 
from concentrating on the task of putting 
together policy packages of capturing the 
imagination of the electorate 

The long-term portents are also worthy of 
note. The Tkmil Nadu state assembly elec¬ 
tion of 1989 may be one more if not a 
decisive nail in Congress(I)’s coffin as a 
regional vote catcher. Its appeal as a national 
party, capable of providing a viable central 
government, may also have been severely 
undermined. While there appears to be very 
little prospect of AIADMK (now in the 
throes of re-emergence as a single entity— 
for purely expedie;it reasons having to do 
with M G Ramachandnui’s will, it would 
appear—following the election debacle wip¬ 
ing out one of the fractions almost without 
trace, except perhaps for the success of the 
maverick former speaker P H Pandian who 


squcueainoyamciv ruuvoiei won maim 
the DMK ci^date!) shaping itself 
some form of political alternative to the par¬ 
ty in power,' the fate of AIADMK in the re¬ 
cent state assembly election in Tkmil Nadu 
should give pause to regional parties 
elsewhere in India which are drawi^ too 
much upon a single leader’s charisma and 
thereby ojiening themselves to the ravages 
of dissidence in the not-distant future. 

LbSSONS FOR DMK 

On it.s part, DMK will eventually have 
learnt to accept a reduction in its renewed 
appeal and even to accommodate itself, 
perhaps even within the life time of the cur¬ 
rent assembly, to the emergence of dissent 
within its ranks, based perhaps mainly on 
differences over right economic policy 
choices. Whether or not such dissent is 
allowed to give liew shape to the party in 
such ways as to forestall its degeneration into 
di.ssidence would depend upon a number of 
factors. These would include the response 
of the present leadership to the concrete pro¬ 
blems faced by the stale, the role played by 
the ruling party structures, in different parts 
of the state a.s intermediaries between the 
people and the government, changes in the 
central government following (he next 
general election, and, not least, the direc¬ 
tions in which the political consciousness of 
crucial segments ol society may move. These 
developments will be germane even beyond 
the confines of Tamil Nadu, and what hap¬ 
pens in Tamil Nadu politics between now 
and the general election is bound to set off 
resonances that will influence the strategies 
of other regional parties elsewhere in the 
country in the parliamentary as well as state 
assembly elections due to take place in the 
not-distant future. 

Rather than analysing in detail the results 
of the Tkmil Nadu election with a view of 
drawing conclusions based on numerical 
comparisons of votes cast, electoral 
demography, and comments on vacuous 
electoral propaganda and puerile manifestos, 
this author has used the occasion provided 
by the recent polls as an opportunity for ex¬ 
ploring a general argument encompassing 
the related phenomena of dissent and 
dissidence as experienced by Indian political 
parties and as refracted through the prism 
of the recent Ikmil Nadu state assembly elec¬ 
tion; with some marginal reference to the 
process of contradiction which is worthy of 
a separate discussion in its own right against 
a wider historical background. 

To conclude. At the heart of future 
developments, the same quest persists today 
as that upon which the Indian state embark¬ 
ed at its inception, and intensifled twenty 
years ago: what chances, if any, are there of 
political and institutional stability continu¬ 
ing indefinitely into the future within the 
framework of orientation currently obtain¬ 
ing in government and in various parties ac¬ 
tively engaged in politics at the central and 
state levels? 
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PEACEFUL HOLIDAYS 
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Social Movements 

Social movements act 
simultaneously at two levels— 
gaining legitimacy for a new value 
system and seeking the reordering 
of relationships in different 
spheres of life in the light of the 
new values. A discussion of the 
concept of a social movement, its 
characteristics and the dynamics 
of the relationships of social 
movements to the social systems in 
which they arise, with reference 
to the non-brahman movement 
in Maharashtra. 928 

LDC Debt 

Solutions to the LDC debt 
problem have to be collectively 
organised and cannot be expected 
to emerge out of market 
adjustment of the claims on a 
debtor country by individual 
banks. 921 

The continuing wAld economic 
crisis, and particularly its 
expression through the still 
growing world debt crisis, offer 
a new alternative for Europe 
going beyond the unification 
of the European Community’s 
Common Market in 1992. 914 

Power to the Prime 
Minister 

Power to the people, yes, but, first 
of all, power to the nation’s prime 
minister. Decentralisation is for 
enforcing more effective 
centralisation. 903 


High-Cost Defence 

Despite the appearance of 
containment of defence 
expenditure in the 1989-90 budget, 
the situation with regard to 
defence costs is actually 
worsening. The reason is that we 
have chosen the highest possible 
cost approach to defence and 
our ambitions are aggressive. 905 

Killing the Sone Canal 

Tvo recent decisions of the central 
government will speed the doom 
of the Sone canal system and 
threaten 22.5 lakh acres of 
once-fertile land in central 
Bihar with recurrent 
famine. 906 


Rural Development 

The new plan for Model Districts 
has raised hopes that the 
government may be ready at last 
to entertain new conceptual 
approaches to rural development. 
Are these expectations likely 
to be realised? 937 

Cotton Price Rigging 

Private trade ha-s been quoting 
export prices for cotton far above 
prevailing world market prices and 
the government has been accepting 
these quotations without caring 
to enquire what racket possibly 
lies behind them. 898 





LETTERS TD El ITOR 


Dubious Defenders 

IT IS ironic that Salman Rushdie has hccomc 
an ‘unconscious tool of history’ in mobilis¬ 
ing the most reactionary heads of state of 
post-war era to defend ‘civilisation’ and 
‘freedom of expression’. It is indeed a sad 
comment on our times that governments 
that prop up and fortify the truly monstrous 
dictatorships abroad white upholding 
‘democracy’ at home and that have tried to 
convince the world at large that ‘war is 
peace’ by regularly despatching mercenaries 
and death squads to smother the newly won 
freedoms of other peoples, should take 
cudgels on behalf of the ‘writer under siege’. 
We do not foi a moment belittle Ayatollah’s 
threat and mystify the clear danger it 
represents. But we also see the danger of 
‘freedom of expression’ being fetishised and 
the embattled context in which a writer finds 
her/himself oversimplified. 

What IS the track-record of a Thatcher? 
Amendments to Section 2 ot the Officials 
Secrets Act, attempts to ban the book 
Spvcaicher, the 19116 Public Order Act, in¬ 
creasing interference in the affairs of BBC, 
banning of ‘/.neon’ film that exposes the 
secret satellite project ol Britain, the Fdiica 
tion Reforms Bill, Clause 28 of Local 
Government Act to ban books in order to 
protect the nco-Victorian morals—where do 
all these manifestations of Thatcher’s 
cultural bossiness’ lead to, if not to a 
monological media stKieiy? 

What about the recurrent occurrences in 
United Slates to restrict, repress and exclude 
‘heresy’ and other kinds of ‘dangerous’ in¬ 
formation in order to preserve ‘national 
security’? From blacklisting writers like 
Walter Cronkite and James Baldwin deem¬ 
ed unfit to represent the US overseas, classi¬ 
fying Canadian films on nuclear war and 
acid rains, forcing thousands of government 
servants to sign life-long pre-publication cen¬ 
sorship agreement.s, issuing gag orders to the 
employees of department of energy instruc¬ 
ting them not to talk to journalists during 
the Chernobyl crisis, William Casey’s 
repeated threats to press organisations and 
publishing houses. National Security Deci¬ 
sion Directives, the Espionage Act, disinfor¬ 
mation service against Mohammer Gaddaffi 
destruction of US documents by' It col Oliver 
North—where does this list stop? 

V,'e feel ‘freedom of expression’ is simply 
one of the issues at stake here, both from 
Ayatollah’s end and from the point of view 
of the ‘western world—the ‘west’ is losing 
out on west Asia. Its politics have become 
irrelevant to the complex array of forces that 
have emerged all over west Asia, from 
lebanon to Afghanistan, Ayatollah is los¬ 
ing out as well. As God cannot exist without 
Satan, so Ayatollah cannot do without 
‘verses’. The fragile ceasefire with Iraq 
threatens to become permanent and the 
Imam needs a new rationale to keep the 
faithful under his cloak, and the new ad¬ 


ministration in Washington would like to 
make amends for its former fraternity with 
Ayatollah (Iran-gate) and discover a new 
‘Evil Empire’ In Iran. 

.A'.glur All Engineer, S V Rajadurai, 

S S kaniKin (iccilias, S Ramanathan, 

Iiwanprakasn, A R Venkalachalapalhy, 

MSS Pandian. 

Gokhale Institute of 
Politics and Economics 

V S PATVARDHAN’s response (December 
24-31, 1988) to the letter by the president, 
Ciokhalc institute Academic Staff Associa¬ 
tion (October 22, 1988) has come to us as 
no surprise. He has to defend his patrons 
who rehabilitated him in the Institute in 1976 
when he had to leave his lucrative job in 
MSEC'. He was placed at the top of reader’s 
scale by the management without any for¬ 
mal application and interview by the duly 
constituted selection committee. Further his 
recent promotion as a professor came 
through a tailoi-made advertisement meant 
tor him alone. 

Failing to grasp the principles and spirit 
ol the A.ssociation’s struggle, Patvardhan 
resorts to wild allegations against past and 
piescnt presidents of the Association. For 
instance, irregular promotion by the direc¬ 
tor ol a matriculate as a UGC lecturer 
(1968-1980) violating all UGC norms can¬ 
not be justified on the ostensible grounds 
that he knew four languages! Obviously no 
translations emerged for the simple reason 
that he knew no economics. Moreover, the 
fact that thts matriculate could not be ap¬ 
pointed as a lecturer when Gadgil was the 
chairman ol the Selection Commtttce as 
vice-chancellor, F\K)na University, in 1966-67 
is concealed. 

It contrast, promotion of Brahme, a PhD 
of 19.S8 with ten years’ experience as lecturer, 
to reader’s post on the rej;ommendation ol 
the Review Committee in 1969 is considered 
irregular, though it was totally in accordance 
with the then policy of internal promotion. 
Kumudini Dandekar and Namjoshi were 
promoted as professors in the .same way. 
N Rath got all his promotions without any 
interview. 

lb justify the arbitrary disciplinary action 
taken against Das Gupta, Paiv^han resorts 
to challenging his bona fides and he is ac¬ 
cused of lack of courage to tell the ‘truth’. 
The fact of the matter is that no meeting of 
the Association was held on that occasion 
as alleged. Gadgil’s name is unnecessarily 
brought to support the reprehensible action. 
Such a situation would not have arisen when 
Gadgil was the director as he believed.in 
complete academic freedom. He never 
resorted to ‘policing’ and issuing demean¬ 
ing memos to his colleagues. 

The Association stands for democratic 
functioning and follows democratic norms 


in its working. It was the unanimous deci¬ 
sion of the Association that Patvardhan be 
not given the membership of the Associa¬ 
tion as he had betrayed the confidence of 
the faculty as president of the Association 
and was acting against the principles for 
which the Association stands. 

We would like to reiterate that the 
Association is struggling for democratic 
functioning of the Institute through various 
committees, for socially committed research. 
In a multi-centred institution like GIPF. the , 
director should serve only as an administ- | 
native co-ordinator and the board of manage- ; 
ment should not interfere with the normal | 
functioning of the Institute. Unfortunately, | 
instead of working together and along with : 
the staff, the present director is running the > 
Institute by obtaining orders from Cuttack i 
from the president, SIS. This leaves no chan- ' 
nel open for staff participation and for ; 
rcdressal of injustice. Hence our struggle { 
against overriding power and arbitrary con- 
trol by the director. GIPE or president. SIS. ' 
By side-tracking issues the institutional 
changes, long overdue in GIPE cannot be 
stalled. 

K Sivaswamy Srikantan, P Venkatiamaiah. i 

S Brahme, A K Mitra, C S Gajarajan, ; 

K Balasubramanian, Jaya Mehta, V Bhate, ' 

K Pore, S Mulay, L. Argade, G R Mulla. 

S N Gadam, M P Kharc, D B Sardesai. 

S Mukerji, A Ogale, P Wablc; A R Kulkami. 
Members, 

Gokhale Institute Academic Staff Association, 
Pune. 
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Volte-Face on Patents 


NDIA’s sudden volte-face in the Uruguay Round of the 
Clencral Agreement on Tariffs and Trade (CiAri i on trade- 
related intellectual property (1 RIP) rights at Geneva on April 
S has come as a setback to the national interests of the third 
world countries as a whole. Then came ASSOCHAM’s view 
on April 17 in favour of India signing the Paris Convention 
for the protection of patents. This was followed by some in¬ 
dications of the government’s soft line in the matter when 
the secretary to the department of economic affairs spoke 
at the 62nd annual general meeting of the UCCI on April 23, 
though the commercial minister, Dinesh Singh, was quick 
to issue a denial on April 27 in parliament that the govern¬ 
ment intended to amend the Patents Act of 1970. 

hven after the ministerial declaration of Punta del l'.ste 
was adopted, the trade representatives oi' Brazil, Cuba, India, 
Nicaragua and Peru held that TRIP should come under the 
purview of the World Intellectual Property Organisation 
iWIP())and hence should not be taken up in tiATT. But the 
threat of US trade sanctions loomed large. The US did im- 
Tbose trade sanctions against Brazil in July la.st year in the 
/form of prohibitive duties on selected Brazilian imports in 
retaliation for supposedly inadequate patent protection for 
pharmaceuticals in Brazil. India has now agreed to negotiate 
I RIP rights in GATT The possibility of the US proposal on 
I RIP getting written into (iATT rules have thus become 
stronger. Further, the GATT mechanism may then be applied 
in the case of violations. Cuba, Columbia, Nicaragua and 
Tanzania have formally expressed their disappointment that 
the Punta del Estc mandate is being rewritten. 

The ASSCK'HAM's views in favour of India joining the Paris 
Convention are interesting. But more curious is the fact that, 
with some internal compromi.ses, the ASS(k;ham has in fact 
reiterated its earlier 1986 stand. This was at a time when 
ASSOCHAM was mainly a lobby for the affiliates of western 
transnationals. Since then there has bee.n a sizeable influx 
of Indian big business interests into the organisation. But 
this has not led the organisation to change its earlier stand 
save for some conditions like recommending government 
safeguards to protect specific sectoral interests (drugs and 
pharmaceuticals?). ASSOCHAMMetter to the ministry of in¬ 
dustry, quoted in the press, says that signing the Paris Con¬ 
vention would facilitate the flow ol foreign investment and 
technology and boost the country’s exports. 

The 1959 Ayyangar Committee Report on Revision of 
Patents Laws had concluded that “patents arc... taken not 


in the interests of the economy of the country granting the 
patent, or with a view to manufacturing them, but with the 
main object of protecting an export market from competi¬ 
tion from manufacturers, particularly those in other parts 
of the world". Ix:ss than 10 per cent of the patents granted 
to foreigners, mainly corporations, in the third world are used 
in the production process in these countries. The motive for 
a large corporation taking out a patent in a third world coun¬ 
try and then leaving it unused is (1) to secure import markets 
without necessitating foreign investment and (2) to block 
potential competition from cio.se substitutes which can 
neither be produced nor imported. It is a myth that signing 
the Paris Convention will facilitate transfer of technology. 
Technology gets transferred and foreign investment flows to 
the third world basically as a defence against a threatened 
loss of export markets for products. A TNC decides to sell 
or lease technology to a third world country not because its 
monopoly position can be assured through patents, but 
because if it did not do so then some other TNt. would do 
it. So basically it is the insecurity of market control that 
Stimulates foreign investment in and leasing of technology 
to the third world. 

It is also difficult to see how .signing the Paris Conven¬ 
tion would boost Indian exports. In fact, exports of drugs, 
pharmaceuticals and other chemicals would be adversely af¬ 
fected. And indeed, there may be further imports of these. 
A patent-holder will be able to determine the firms which 
can use the products or processes covered by patents. For 
instance, the owner of patented processes for producing cer¬ 
tain bulk drugs will be able to determine which firms can 
import and use them to produce formulations for final use. 
The belief that adherence to the Paris Convention will assist 
the transfer of technology is not borne out by experience or 
logic. The ASSOCHAM letter goes on to say that in view of 
India's growing technological capabilities and R and D. it 
would be of advantage to India to have a tougher patents 
regime to protect intellectual property rights. But the con¬ 
centration of an overwhelming percentage of all patents in 
foreign hands seems to suggest that the argument that the 
Paris Convention will act as an incentive for domestic in¬ 
novative activity will not be borne out in practice. Actually, 
tariffs and quantiative restrictions on imports may have mote 
to do with domestic innovativeness than patents. 

It is with a sense of anguish that patriotic and people- 
oriented scientists are watching the recent developments on 
the patents front. 
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CONGRESS PARTY 

Cadres to Order 

A CONSTANT talking point of prime 
minister Rajiv Gandhi in his campaign 
s|»eches during the last West ^ngal 
assembly elections in April 1987 was that 
theCPI(M), being what he called a ‘cadre- 
based party’, could not be trusted to be 
concerned about the interests of the peo¬ 
ple of West Bengal; a ‘cadre-based party', 
the prime minister used to go on, cared 
only for its ‘cadres’. But the Congress(l) 
being a ‘mass party’, would always care 
for the whole people of West Bengal. 

Indeed, so obsessed had he become 
with the word ‘cadre’ and so persuaded 
was he of the impeccable logic of his 
assertion that he kepi up this refrain 
throughout the campaign. Ii was never 
clear whether the prime minister quite 
knew the meaning of the word ‘cadre’, but 
there was no mistaking his conviction that 
it represented all that was evil in Indian 
politics. 

Well, the ‘cadres’ got him well and truly 
then. Perhaps the prime minister and his 
advisers have since come to the conclu¬ 
sion that it was those horrible 'cadres’ that 
did the trick in West Bengal. For now, two 
years later on the eve of nationwide elec¬ 
tions to parliament, apparently the Con- 
gress(l) party too has decided to become 
‘a cadre-bas^ party’. As in so many other 
aspects of the Congress and its dominant 
culture, this transformation too is to be 
secured and laid out to order. As the 
prime minister views it, gating the desired 
number of ‘cadres’ for the party should 
be no more complicated a task than get¬ 
ting a certain number of jogging suits and 
T-shirts, for instance. 

Also typical of the Congressfl), the par¬ 
ty leadership has taken the momentous 
decision to transform the party into a 
‘cadre-based party’ even while retaining its 
‘mass character’. According to one report, 
the party leadership had been in a ‘dilem¬ 
ma’ over this choice for long but Finally 
resolved the problem by deciding to be 
both a ‘cadre-based party’ and a ‘mass- 
based party’. The ‘ideological’ underpin¬ 
ning to this resolution is apparently the 
advice rendered by Indira Gandhi in 1982 
when she told the Youth Congress (who 
else?) that she saw no conflict between 
having a cadre and remaining a mass- 
based party. “The cadre was needed to re¬ 
tain the masses’’, she is believed to have 
explained. More recently, one of the 
AlCC joint secretaries has been reported 
as saying, “A mass-ba.scd party is controll¬ 
ed by the people, not by cadres, A cadre- 
based party controls people!' 

Such profundities are the very stuff of 
which the politics of the Congress (I) is 
made. Perhaps it is quite pointless to f^eel 
outraged over such political illiteracy ex- 
ceot for the consideration that such is the 


level or political understanding of what 
is still, unfortunately, the biggest and the 
most widely based political organisation 
in the country. However, the real point of 
the profound ideological transformation 
that is proposed appears to be the im¬ 
mediate task of winning the next elections. 
Indeed, the substantive part of the report 
deals almost entirely with the plans of the 
Congress(l) to train as many as 1,50,000 
volunteers (at the rate of 5(X) for everyone 
of the 3,000 odd assembly constituencies 
in the country) to “man the booths in the 
country in a bid to improve the party’s 
electoral performance". With about 100 
booths in each constituency, it will work 
out to five persons to a booth. ‘Training’ 
and ‘enough knowledge’ about the con¬ 
duct of elections is to be imparted to these 
volunteers (the ‘cadres’ the party has been 
wi.st fully hankering for) in two-day camps 
to be held all over the country. The report 
adds that “the camps may begin in mid- 
May and the northern zone states of UP 
and Bihar may be among the first to hold 
such camps”. 

There cannot be a more explicit 
blueprint than this, for large scale booth 
capturing and rigging in the coming elec¬ 
tions. The choice of the ‘northern zone 
states’ for holding the camps first appears 
to be clearly influenced by the justified 
apprehension that the Congress(I) is in a 
poor way in the north and views the 
disgruntled former Congressmen, now 
under the banner of the Janata Dal, as the 
most serious threat to it. But since these 
former colleagues too know a thing or two 
about techniques of “improving the par¬ 
ty’s electoral performant^’, the elections 
in the north this time will be no-holds bar¬ 
red battles. 


SPACE PROGRAMME 

Skirting the Issues 

NOVEMBER 21 last yeai marked the 25th 
anniversary of the Indian space programme 
whose primary objective; acco^ing to of¬ 
ficialdom, is “self-reliant use of space 
technology for iwtional development”. 
This marks the tone and content of the 
annual report of the Department of Space 
for 1988-89, an exercise of obfuscation 
writh little, if any, relevant information. It 
seems that the glossier the annual reports 
get—and the ‘high-tech* departments of 
the government seem to excel in this 
regard—the mote devoid they are of rele¬ 
vant informtttion. 

Since the self-proclaimed objective of 
the space programme is self-reliant use of 
space technology, the deparnnent perluqrs 
feels justified in not disclosing any infor¬ 
mation about the progrBnune*s techno¬ 
logical dependence on, say, France or the 
Soviet Union. And yet it is a fact that the 
Soviets have not made an insignificant 


contribution to the design and fabrication 
of IRS-IA. Soviet technical assistance in 
the space programme hu been quite ex¬ 
tensive in the construction of the Thumba 
Equatorial Rocket Launching Station, in 
the design, fabrication and launch of 
Aryabhata, in setting up ground stations 
in India for satellite tracking and control 
and in collaboration in meteorological 
and upper atmospheric research using 
space techniques. During his visit to India 
last year Soviet president Mikhail Gor¬ 
bachev had even mooted the idea of an 
International Centre for Space Research 
in India. This is now proposed as an Indo- 
Soviet Space Research Centre. Perhaps the 
report could have given us India’s tentative 
respond to the Soviet proposal. But there 
is not even a mention of the subject. 

The report has a section on ‘Space- 
Industry Partnerships’. It goes on to state .r 
that the “two-way linkage involves the 
transfer of advanced technologies de¬ 
veloped in the space programme to in¬ 
dustry and the provision of technological 
consultancy from the space programme to 
industry on the one hand, and the utilisa¬ 
tion of industry’s own technological 
potential and expertise by the space pro¬ 
gramme on the other”. The uninitiated 
reader might be left with the impression 
of strong linkages between the space pro¬ 
gramme and industry. Yet, scientists in the 
space programme feel embarrassed that 
cverytMng about INSAT-IC—developed 
and fabricated by Ford Aerospace Cor¬ 
poration (US) and laundied by McDonnell 
Douglas (US)—is foreign, except for a few 
indigenously developed transducers. 

It was hoped that the 1984 Memoran¬ 
dum of Understanding with the US on 
transfer of ‘high’ technology would spur 
transfer of space technology. But these are 
dual-use technologies and come under the 
purview of the COCOM (Co-ordinating 
Committee for Multilateral Export Con¬ 
trols) which has not relaxed the restric¬ 
tions on sale and licensing of these 
technologies. The department of space is 
facing problems in purchase of com¬ 
ponents, sub-assemblies and equipment 
from COCOM countries (i e, the NATO 
countries and Japan). 'The space secretary, 

U R Rao, had admitted that COCOM 
countries were not interested in even sell¬ 
ing the know-how for some dual-use pro¬ 
ducts like carbon fibre and radiation 
hardened devices. One big hurdle is said 
to be the reluctance of France to pass on 
technology for cryogenic engines used in 
rockets. But France is keeping its options 
open and is assisting India in both the 
defence and space programmes. This was 
made known by J A Larpent, chairman, 
GIFAS, the French Aerospace Industries, 
on a recent visit to India. 

The incidence of failure in India’s SLV 
and ASLV programmes has been quite 
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high. The report could hive given infor¬ 
mation on the salient conclusions of the 
Failure Analysis Committee which went 
into an analysis of the exact cause of the 
ASLV-D2 failure in the launch of July 13. 
1988. The reader is left wondering why 
even after seven months—assuming the 
report went to press in end-February— 
the Failure Analysis Committee had given 
no indication of the cause of ASLV-D2’s 
failure. Actually, this information was 
given to parliament on February 28 in reply 
to an unstarred question by N T Reddy 
(TDP) in the Rajya Sabha. But the space 
department does not consider the subject 
worth mentioning in its annual report. 

One disconcerting indication in the an¬ 
nual report is that the department of 
space views the ASLV and PSLV pro¬ 
grammes—the former launches satellites 
^yof 150 kg in geo-stationary, low orbit 
^while the latter will launch 1,000 kg 
satellites in polar orbits—as independent 
of each other. Thus, it seems, it is not con¬ 
sidered necessary to perfect the ASLV pro¬ 
gramme before moving on to the PSLV 
programme. Considering the huge expen¬ 
diture on the space programme— the 
R and D allocation for space is much 
more than that of the entire CSIR in the 
Seventh Plan—the DOS does owe an ex¬ 
planation on matters such as this to the 
Indian public. 

ANDHRA PRADESH 

Guns for the Goons 

M Shatrugna writes: 

_ THE Telugu Desam government’s move 
to arm ‘villages’ with licensed guns marks 
'i the officiai entry of mafia politics into the 
Andhra countryside. The decision comes, 
significantly, in the wake of the gunning 
down of Daggubati Chenchuramaiah, 
father of NTR’s elder son-in-law. Chen¬ 
churamaiah was a prosperous landlord of 
Karamchedu village that had hit the na¬ 
tional headlines four years ago when six 
harijans had been axed to death and 
several injured by landlords of the village 
over a petty quarrel. Chenchuramaiah was 
accused number one in the Karamchedu 
case. The case has been dragging on for 
the last four years and all the accused, 
including Chenchuramaiah, were out on 
biul. l\vo days after the mutder (April 6), 
the People's War Group of the Kondapalli 
Sitaramaiah had owned up the killing. 

On April 19, at a hurriedly called press 
conference after a cabinet meeting. Rama 
Rao announced that the goverrunent had 
issued two orders liberalising the rules for 
procurement of arms by individuals for 
personal use. By the first GO individuals 
are encouraged to apply for arms. The se¬ 
cond GO discloses that the government 
bad evolved a scheme (formulated by the 


state director general of police) whereby 
the government would nominate a five- 
member defence committee (Grama 
Swayam Samrakshana Samithi) to assist 
the police in the maintenance of law and 
order and prevention of crime in villages. 
Under the scheme, such committees would 
be formed in 13,294 villages, at an esti¬ 
mated cost of Rs 1.33 crore for training 
members of the committees. The commit¬ 
tee would include a president, a vice- 
president (depending on the need), two 
able-bodied persons and a representative 
from among the SC, ST, BC, women and 
minority categories. The president and the 
vice-president would be given 10 days’ 
training in the use and maintenance of 
fire-arms. Additionally they would be en¬ 
titled to possess licensed arms. Though 
training in the use of the fire-arms would 
be free, the candidates would have to pay 
for purchase of the guns. As the cost of 
an ordinary gun is around Rs 12,000, in¬ 
tending applicants would be enabled to 
secure bank loans. While no salary would 
be paid either to the president or the vice- 
president, the “two able bodied persons’’ 
are to be paid a honorarium of Rs 30 per 
month. The honorarium is expected to 
cost the exchequer Rs 2.39 crore per year. 
What are the qualifications for nomina¬ 
tion to the committee? intending can¬ 
didates should be known for their “respec¬ 
tability, integrity, commitment for peace 
and a flair for social work”. And what are 
to be the specific functions of the com¬ 
mittee? The order spells them out quite 
meticulously. 

The functions of the members of the 
village defence committee are: (a) keep¬ 
ing constant vigil over and reporting about 
the activities of persons committing viola¬ 
tion of excise and commercial taxes laws, 
forest and civil supplies offences, and 
other offences under the IPC and other 
laws; (b) patrolling the village to prevent 
commission of offences; (c) assisting the 


police in the apprehension of offenders 
and in the prevention of crime; (d) pass¬ 
ing of information to the police about oc¬ 
currence of any crime or any matter of in¬ 
terest to the police; (e) informing the 
police about apprehension of breach of 
peace, (0 reporting the undesirable ac¬ 
tivities of persons or groups; (g) assisting 
the police in dealing with law and order 
problems in the village; and (h) providing 
any- other assistance which may be re¬ 
quired by the local police in the daily 
maintenance of law and order and preven¬ 
tion of crime. From the functions enume¬ 
rated it is clear that the so-called village 
defence committees would function as an 
arm of the police The guns would be cor¬ 
nered by the landlords and the rich to sup¬ 
press protests or agitations by t^ rural 
poor. The committees will also function 
as a ‘vigilance^ squad in regard to govern¬ 
mental agencies dealing with civil sup¬ 
plies, excise and sales tax, etc The 
members of the committees are thus 
assured enough funds to oil their guns 
through extortion and blackmail of the 
‘corrupt’. Finally, supporters of the ruling 
party in the state would have licensed ac¬ 
cess to fire-arms in the ensuing parliamen¬ 
tary and assembly polls. 

The scheme is all of a piece with the 
progressive strengthening of the police 
under the Telugu Desam government in 
the name of controlling violence This 
pampering of the police is conspicuous in 
the state budget for 1989-90. ’The provi¬ 
sion in the budget for Police Administra¬ 
tion is a whopping Rs 20S.7S crore, about 
Rs 28 crore more than that in the 1988-89 
budget. Large sums are set aside under 
heads the details of which are not disclos¬ 
ed. For instance a sum of Rs 2.6 crore is 
allocated in 1989-90 to ‘professional and 
special services’ and another Rs 36 lakh 
for ‘.secret services’. And now comes the 
allocation of Rs 3.72 crore for the so- 
called village defence committees. 


ASSISTANT EDITOR 

Economic and Political Weekly needs an Assistant Editor 
with academic background in Economics. In addition to 
editing skills and ability to write analytically on current af¬ 
fairs, a serious interest in the social sciences is essential. 
Experience in journalism will be an advantage. Persons 
looking for a break from either academics or journalism may 
find this an interesting opening. Where essential, some 
assisunce towards the cost of housing can be considered. 
Write to Editor, Economic and Political Weekly, 

Hitkari House, 

284 Shahid Bhagat Singh Road, Bombay 4U0 038. 
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CPl(M) 

Changed Stance? 

IN response lo a question from the New 
Delhi correspondent of a Calcutta daily, 
the CPI(M) general secretary, E M S Nam- 
boodiripad said, “The CPI(NI) has not yet 
decided on the question of participation 
in the [coalition! government” at the cen¬ 
tre. Namboodiripad’s present position is 
strikingly contradictory to the party’s 
stand on the questioh so far. The CPI(M) 
has all along drawn a clear distinction bet¬ 
ween the state governments and the union 
government—the former lacking the real 
power and the latter repre.senting the real 
locus of the powers of the class state that 
India presently is. Therefore, according lo 
the party’s position so far, participation 
in the central government within the pre¬ 
sent political framework would amount to 
nothing short of class collaboration. 

Some years ago, when the party’s par¬ 
ticipation in some of the state govern¬ 
ments, as in West Bengal, Kerala and 
Tripura, was being questioned by a sec¬ 
tion of its ranks, M Basavapunnaiah, a 
member of the party’s politburo and 
editor of its central organ. People's 
Democracy, had written a long article on 
this subject in the party’s theoretical jour¬ 
nal, The Marxist (January-March 1985). 
In it he had drawn the above distinction 
between slate governments and the central 
government. These “state governments". 


BUSINESS _ 

COTTON 

Export Price Racket 

RECENT developments relating to export 
of Bengal Deshi and extra long staple cot¬ 
ton make an interesting study, bringing 
into sharper focus the ingenuity of the 
private trade in manipulating invoice 
prices. Only a government which has 
callous disregard for business norms can 
remain a silent spectator allowing 
unscrupulous elements committing grave 
economic offences to get away with 
impunity. 

About the middle of March, the 
government released for export another 
50,000 bales of Bengal Deshi and one lakh 
bales of extra long staple cotton out of 
which 50,000 bales had been earmarked 
for the Cotton Corporation of India, 
20,000 bales for the Maharashtra Federa¬ 
tion, 10,000 bales for the Madhya Pradesh 
Co-operative Federation, 5,000 bales for 
the Punjab Federation and 15,000 bales 
for private trade As in the case of Bengal 
Deshi, private trade was to be allotted the 
quota on the highest price basis and in¬ 
stitutional agencies on the basis of 
minimum export prices (MEP) fixed by 
the textile commissioner. 


he had said, “do not possess real political 
power in the proper sense of the term 
‘power’ and... the actual and effective 
state power resides in the union govern¬ 
ment and the centre” (emphasis in the 
original). 

In this article Basavapunnaiah had cate¬ 
gorically ruled out the party’s participa¬ 
tion in what the CPl(M) calls a transi¬ 
tional government at the centre. He had 
said that the party’s programme “by im¬ 
plication, rules out the permissibility of 
bringing into existence such a government 
of transitional character at the union cen¬ 
tre, considering such a possibility very 
remote on the one hand, while recognising 
on the other hand, that such a postulate 
is likely to open the floodgates ot right 
revisionist thinking of a peaceful parlia¬ 
mentary path leading to the people’s 
democratic revolution.. 

What, then, is one to make out of Natn- 
boodiripad’s latest exposition? Normally 
a communist party general secretary is not 
given to making public his personal predi¬ 
lections on a major political question. It 
cannot also be dismissed as an unguarded 
statement as the CPl(M) general .secretary 
is too seasoned a politician to be guilty 
of such a lapse. Is the CPl(M) then really- 
moving towards the logical culmination of 
the latent trends in its policies m-a-vis 
participation in state governments within 
the existing political framework? A 
clarification seems to be called for. 


The private trade which had .sold 
Bengal Deshi under the initial quota of 
40,(XX) bales plus 10,(X)0 bales surrendered 
by the CCI at 273-279 cents a kg which 
were 70 to 80 cents a kg higher than the 
then prevailing prices in the international 
market about two months earlier has now 
performed another remarkable feat, pro¬ 
curing an incredible maximum price of 
459 cents a kg. The prices qualifying for 
quota allotment are said to range this time 
between 290 cents and 459 cents a kg. 

The pricK quoted by overseas buyers in 
response to trade notice issued by the tex¬ 
tile commissioner inviting bids at the 
highest price for 15,000 bales of extra long 
staple cotton released for private trade and 
bids received against global tenders 
floated by the CCI and Maharashtra 
Federation show very wide variations. 
While the bids received by the CCI ranged 
between 266.2 to 395 cents a kg and those 
by the Mtdiarashtra Federation between 
215.6 to 275 cents, bids received by the 
private trade ranged between 264.55 cents 
and 935 cents a kg. 

The most striking aspect of these bids 
is the realisation of a fancy price of 939 
cents a kg by the private trade as against 
the maximum price of 395 cents realised 


by the OCI. The price differential is all the 
more signincant because it relates to the 
same period—all bids having been closed 
on April 5. International trade in cotton 
is well organised and highly competitive. 
The cut-off point for the allotment of 
15,000 bales to the private trade is 
reported to be bOO cents a kg which is 52 
per cent higher than the highest quotation 
received by the CCI (395 cents). 

One has to be very credulous to believe 
that the private trade could have persuad¬ 
ed any genuine buyer—importer or actual 
user—to buy extra long staple cotton from 
India strictly on commercial basis at the 
fabulous price of 939 cents a kg when 
GIZA 45—widely acknowledged as the 
most superior cotton in the world—could 
be had at 630 cents a kg. Who would buy 
ihe inferior Indian cotton at 48 per cent 
above the price of the world’s best known, 
cotton? 

It would be naive to suggest or believe 
that the explanation is that private trade 
is more experienced in international 
trading than the CCI. Until a little over 
a year ago when exporters of cotton 
fabrics/yarn were allowed to import cot¬ 
ton under advance licensing scheme, im¬ 
port of cotton had been canalised through 
the CCI. And as for export, no private 
trader, individual or firm, can claim to 
have exported as much cotton as the CCI 
did in a single year—3.76 lakh bales in 
1986-87 Unquestionably, the CCI is fully 
aware of the changing cotton scene 
abroad. 

The question naturally arises as to why 
the prices bid under global tenders floated 
by the CCI and the Maharashtra Federa¬ 
tion were substantially lower than those 
received by private trade. It is simply not 
possible to explain the phenomenon of 
fancy prices received by the private trade 
purely in commercial terms, without brin¬ 
ging in extraneous factors. The only con¬ 
clusion one could legitimately draw from 
comparison of the various bids is that the 
prices procured by the private trade are 
highly manipulated ones—far removed 
from the prices prevailing in the interna¬ 
tional market. The high degree of mani¬ 
pulation is all too evident in the case of 
Bengal Deshi where invoice prices are 
higher than the prices received by the CCI 
and Maharashtra Federation under global 
tenders for extra long staple cotton. The 
highly questionable export deals by the 
private trade at inflated prices are design¬ 
ed to avail of tax concessions relating to 
export activity and carry out some impor¬ 
tant adjustments—maybe to launder un¬ 
accounted money lying outside the 
country. 

Neither the textile commissioner nor 
the senior officials in the textile ministry 
can pretend that they are not fully aware 
of the prices ruling abroad and nor can 
they contend that they are concerned only 
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with the allotment of export quotas on the 
basis of highest prices which help maxi¬ 
mise foreign exchange earnings. Can they 
say that how exporters go about their 
business is not their job and that it is not 
for them to deal with economic offences? 
This is taking too casual a view of an im¬ 
portant issue which can have much wider 
implications. 

The entire quota of 15,000 bales of ex¬ 
tra long staple cotton earmarked for the 
private trade is reported to have been 
allotted at prices ranging from 600 cents 
at 939 cents a kg. The cut-off point for 
the allotment of quotas to the private 
trade—600 cents a kg—is much too high 
when compared with the ruling prices 
abroad as well as the highest bids received 
by the CCI and the Maharashtra Federa¬ 
tion. Since export by institutional agen¬ 
cies is subject to minimum export prices 
to be fixed by the textile commissioner, 
these prices will need to be fixed at 
realistic levels keeping in view the prevail¬ 
ing prices of equivalent varieties in inter¬ 
national markets to enable these agencies 
to negotiate export deals. 

But to fix the MEP below 600 cents a 
kg would be tantamount to conceding that 
the minimm price realised by the private 
, trade had been artificially rigged. This 
would expose the textile commissioner 
and the textile ministry to the charge of 
colluding with the trade in the manipula¬ 
tion of invoice prices. 

If the government, is concerned only 
with maximising foreign exchange earn¬ 
ings from export of cotton and is not at 
all bothered about the element of 
manipulation in invoice prices, all it has 
to do is re-allot the export quotas ear¬ 
marked for institutional agencies to the 
private trade. Depriving institutions like 
the CCI and Maharashtra Federation of 
their legitimate share in the profitable ex 
port business simply because they are not 
in a position to manipulate invoice prices 
will be most unfortunate, to say the least. 
The government has only itself to blame 
for allowing such a situation to develop. 

The textile minister will find himself in 
a highly embairasssing position if the CBI 
were to conduct a thorough probe into 
developments relating to the export of cot¬ 
ton. Tlie case for a probe is very strong. 
In 1987, the CBI had been ask^ to in¬ 
vestigate into an export deal by the CCI 
even when the bona Tides of the deal had 
never been seriously questioned. 


SILK EXPORTS 

Raw Silk Bottleneck 

INDIA’S export earnings from silk goods 
during 1988-89 reached a new peak at 
Rs 330.15 crore, registering an increase of 
29.S per cent over the previous year’s level 
of pis 254.96 crore. The bulk of the export 


earnings came from sarees and dress 
materials made of silk. West Germany ac¬ 
counted for 25 fier cent of the exports of 
sarees and dress materials from India, 
while the US imported 22 per cent. The 
Gulf countries and Britain have also 
started importing more sarees and dress 
materials from India. 

The impressive increase in export earn¬ 
ings was facilitated by the incentives pro¬ 
vided by the government to silk exporters. 
Exports could have been higher still, but 
for inadequate supplies of Chinese raw 
silk. High quality raw silk supplies from 
China are likely to dwindle further in the 
coming years as China has decided to 
restrict its exports of raw silk to India and 
other countrie.s and increase its own ex¬ 
ports of value-added silk goods. 

While the export performance of this 
sector IS no doubi encouraging, it could 
have been much more spectacular, for the 
world markets for pure silk labrics arc 
zooming. Currently, Europe, which does 
not produce any silk, enjoys supremacy in 
terms of market share as well as higher 
unit value realisation, thanks to aggressive 
and effective marketing. 

Among the silk producing nations, 
China is planning a massive and aggres¬ 
sive campaign lo gel a significant shate 
of the boom in demand. Japan and South 
Korea are concentrating on high quality 
item.s. While China commands one-third 
of the total world exports of .silk, India’s 
share is a mere 5 per cent. 

The Central Silk Board has fixed an 
ambitious target of achieving exports 
worth Rs 850 crore by the terminal year 
of the Eighth Flan (1994-95). The board 
plans to popularise mulberry production 
in non-traditional areas in a bid to in¬ 
crease raw silk production from 9,000 
tonnes at pre.seni to about 20,0(X) tonnes 
by the end of the Eighth Plan period. The 
Rs 550 crore seiicullure project drawn up 
for this purpose is expected to receive 
assistance Irom the World Bank, the In 
lernational Development Agency (IDA) 
and the Swiss Development Corporation 
which together will provide finance to the 
tune of $ 202 million. The loan agreement 
provides, for utilising the amount for 
boosting raw silk production in five states 
traditionally producing silk and 14 others 
which have recently taken to sericulture. 
The project aims to increase mulberry 
acreage from 2.55 lakh hectares in 1989-90 
to 3.13 lakh hectares by 1993-94. 

Shortage of raw silk apart, another pro¬ 
blem is the relatively poor quality of the 
raw silk produced in India and its high 
price. Silk exporters prefer Chinese raw 
silk because of its superior quality. Unless 
the quality of Indian raw silk improves 
significantly and it is available at a 
reasonable price, it will not be easy to 
achieve the target of Rs 850 crore of silk 
goods exports by 1994-95. 


TWENTY YEARS AGO 

April. 26, 1969 

The Plan holiday appears over but 
has the defection from development 
been undone? It will take the economy 
at least a couple of years to climb back 
on the growth curve from which it was 
toppled in the last year of the Third 
Plan... There is hardly any relevance 
in seeking to compare the targets and 
efforts involved in the new Draft 
Fourth Plan with those set out in the 
1964 document. The crucial question 
to ask now is; has the quati^ of plan¬ 
ning improved significapilx? To this 
the answer is a qualified yes. The in¬ 
tersectoral balances in the Plan are 
more consistent in the sense that the 
postulated growth rates for agriculture 
and the rest of the economy are better 
calculated than in the past to maintain 
overall price stability... The next 
logical step of discerning and fixing 
priorities is, however, missing. There is 
no reference to the absolutely essential 
quantities of production that must be 
forthcoming from key industries 
regardless of what happens to foreign 
aid or (he budgetary position, so long 
as the interdependent sectors are kept 
in balance... Resource estimation re¬ 
mains an area of weakness, understan¬ 
dably, because this is where the politi¬ 
cians take over. Public savings have to 
increase from 0.8 per cent of national 
income in 1967-68 to 3.8 per cent in 
1973-74 and 6.2 per cent in 1980-81 
before the country can describe itself 
as self-reliant... Those who talk about 
over-ambitious targets and tax burdens 
forget the power-keg on which they are 
sitting, more or less comfortably for 
the time being. If even the modest 
aspirations embodied in the Draft 
Fourth Plan are not fulfilled, the 
political implications might well be 
disastrous. 

★ ★ ★ 

Prague has taken Dubcek’s fall with 
remarkable calm. Isolated protest by 
student groups has all but died out; the 
general public has remained unmoved 
and the trade unions have issued a pro¬ 
clamation of support to Dubcek’s 
replacer, Gustav Husak.... It is 
pointless to ddbate whether Husak is 
80 per cent pro-Russian or 90 per cent. 
The important thing is, the Russians 
have ‘normalised’ their relations with 
Czechoslovakia, which is their way of 
saying that they have once again reduc¬ 
ed it to vassal state status. Will they 
now turn on Rumania? 
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FORM ll-A 

NOTICE 

It IS hereby notified for the information of the public that GODREJ & Boyce Mfg Co. Ltd proposes to make an application to the 
Central Government in the Department of Company Affairs, New Delhi, under sub-section (2) of Section 22 of the Monopolies and 
Restrictive Trade Practices Act, 1969, for approval to the establishment of a new unit/division Brief particulars of the proposal are as under 


Name and address of the applicant 
Capital structure of the applicant organisation 


Management structure of the applicant organisation 
indicating the names of the Directors, including the Managing/ 
Whcjletirne Directors and Manager, if any 


Indicate whether the proposal relates to the cstablisfirnent 
of a new undertaking or a new unit/division 
Location of the new undertaking/unit/division 


Capital structure of the proposed undertaking 
In case ttie proposal relates to the production, storage, supply 
distribution, marketing, or control of any goods/articles, 
indicate 

i) Names of goods/ariicles 


II) Proposed licensed c apac ity 


III) fstirnateci annual turnover 

In rase the proposal relates to the provision of any service, 
state the volume of activity m terms ol usual measures such 
■,is value, income, turnover, etc 
Cost c'f the protect 

Sctieme of (niancc indicating the amounts to be raised from 
carti sesurre 


GODREJ S Boyce Mfg Co Ltd, 

Pirojshanagar, Vikhroli Bombay 400 079. 

The capital structure of GODREJ & Boyce Mfg Co. Ltd is as 
follows 

Authorised Capital Rs. 700 lakhs 

Issued, Subscribed and Paid-up Capital Rs. 49613 lakhs. 
GODREJ & Boyce Mfg Co Ltd is managed by the Board of 
Directors The following are the Directors of the company- 
Mr 1) P Godrej (Chairman) 

Mr N P Godrej 
Dr B P Godrej 
Mr K N Naoroji 
Mr A B Godrej 
Mr J N Godrej 
Mr N D Sidhva 
Mr N K Dhabhar 
Mr K N Petigara 

The proposal relates to the establishment of a new 
Unit/Division 

The Unit/Division will be located in centrally declared A 
category of backward area m Uttar Pradesh or Madhya 
Pradesh 
Not Applicable 

The proposal relates to the manufacture, supply and distri 
bution of the following articles 

a) Refrigerators & freezers including Display Cases ■ 

b) Hermetically Sealed Compressors 

c) Industrial and other laundering Washing, Drying Machines, 
Programmable Washing Maenmes and Vacuum Cleaners 

d) Dish Washers 

e) Disposing & Dispensing Units 

The proposed licensed capacities are as under 

a) Refrigerators S Freezers, including Display Cases 
f) lakh Nos pa 

b) Hermetically Sealed Compressors 

10 lakn Nos pa (including 5,25,000 Nos tor captive 
consumption) 

c) Industrial and other Laundering, Washing, Drying AAachines, 
Programmable Washing Machines and Vacuum Cleaners 
2 lakh Nos pa 

d) Disti Wastiers 
50,000 Nos p.a 

e) Disposing & Dispensing Units 
50,000 Nos pa 

In the first year Rs 106 crores 

.The proposal does not relate to the provision of any service, 
except after-sales service to customers 


Approximately Rs J050 lakhs 

1 Supplier Credits/Financial 
Inst itutions 

2 Banks 

3 Internal generation 


Rs in Crores 
13 50' 
BOO 
900 
30.50 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Company Affairs, 
Government of India, Shastn Bhavan, New Delhi, within 14 days from the date of publication of this notice, intimating his views on 
the proposal and indicating the nature of his interest therein 


Dated thr. 9Stn day ol Apni 1980 


for GODREJ « Royce M<^. Ca Ltd., 

Sd/- 

J N Godrej 
Director 
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COMPANIES 


KALYANI BRAKES 

Improved Working 
Results 

KALYANI BRAKES has come out with 
improved working results for the year end¬ 
ed June 1988 with a gross profit of Rs 107 
lakh as against a trading loss of Rs 123 
lakh in the previous year. This follows an 
increase in turnover from Rs S.21 crore to 
Rs 12.29 crore. After depredation, there 
is a net profit of Rs SI lakh for the first 
time as against a net loss of Rs 184 lakh 
suffered previously. The backlog of losses 
as at end of 1987-88 after adjusting the 
profit earned during the year, aggregates 
to Rs 4.87 crore as against share capital 
of Rs 3.90 crore and reserves of Rs 10 
lakh. Since these losses in the immediately 
preceding five years have resulted in the 
erosion of 50 per cent or more of the com¬ 
pany’s peak net worth, the provisions of 
Section 23 of the Sick Industrial Com¬ 
panies (Special Provisions) Act, 1985 are 
, applicable to the company and, accor- 
diiigly, necessary compliance thereof is be¬ 
ing made. 

During the year, front disc brakes and 
4-way joints were developed for the 
Maruti car, front brakes for the van and 
rotors for the Gypsy. The company also 
developed hydraulic brakes and cylinders 


for Bajaj’s Nfatador-MAX. A new type of 
tandem master cylinder was designed for 
Hindustan Motors, Bajaj Tempo and 
PAL-118 NE. Hindustan Motors’ Contessa 
brake system came in for major indigeni- 
sation. During the year, as many as 5 
major aggregates were indigenised, name¬ 
ly, tandem master cylinder, reservoir, front 
disc brakes, rear drum brakes and rotors. 
DCM-Toyota Dyna’s front and rear brakes 
were also indigenously developed during 
the year. 

JINDAL IRON AND STEEL 

Scrap Shortage 

JINDAL IRON AND STEEL COM¬ 
PANY has shown an improved perfor¬ 
mance during 1987-88 and the directors 
have recommended payment of a modest 
equity dividend of 10 per cent besides 
clearance of three years arrears of 
dividends on preference shares. Produc¬ 
tion of stainless steel and other alloy steels 
including roiled products was lower at 
14,107 tonnes a^ against 20,358 tonnes in 
the previous year due to acute shortage of 
scrap and nickel, but turnover increased 
from Rs 15.57 crore to Rs 21.48 crore. 
Gross profit amounted to Rs 83 lakh 
against Rs 25 lakh and net profit Rs 36 
lakh against only Rs 1 lakh. The propos¬ 
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ed dividend was covered twice by earnings. 
Turnover increased because of higher 
quantity of stainless steel produced by the 
company. The directors say that the sup¬ 
ply position of scrap, the essential raw 
material, has become ‘critical and alarm¬ 
ing’. International prices of scrap increas¬ 
ed by almost Rs 2,000 per tonne. More¬ 
over, the allocation of imported scrap by 
MSTC has been reduced from 85 per cent 
of entitlement at the beginning of 1988-89 
to a mere 45 per cent. 

The company has made arrangements 
for direct import of scrap by purchasing 
REP licences. Nickel prices in the inter¬ 
national market have jumped by over two 
and a half times in the past one year. Un¬ 
til now stainless steel has been mostly used 
in India for uien.sil manufacture wherein 
profit margins have eroded. The company 
has diversified into manufacture of 
stainless steel products for industrial and 
other applications. Production for the 
first quarter of the current yea^ has been 
higher at 5,090 tonnes as against 2,206 
tonnes in the same period of the previous 
year. The company proposes to issue and 
allot 1,16,400 equity shares of Rs 10 each 
fully paid up at pat to S V Galliaua, an 
NRI, in payment of the GIF value of the 
machinery imported in accordance with 
the policy announced by the central 
government for participation by NRIs in 
existing Indian units. In fact, the company 
had resolved in 1985 to issue, for con¬ 
sideration other than cash, such number 
ol shares at a premium of Rs 5 per share 
or such amount of premium as may be ap¬ 
proved by the Controller of Capital Issues 
for the aggregate value not exceeding 
Rs 12.50 lakh including premium. It was, 
however, not possible for the company to 
issue shares at a premium. 

UGAR SUGAR WORKS 

Slow on Crushing 

UGAR SUGAR WORKS has earned a 
gross profit of Rs 2.88 crore during the 
year ended September last as against 
Rs 1.68 crore in the previous year follow¬ 
ing sales of Rs 36.95 crore against Rs 30.13 
croie. These figures show a notable in¬ 
crease in profit margins. Net profit, how¬ 
ever, has turned out to be lower at Rs 30 
lakh against Rs 39 lakh because of a 
substantial increase in the provision for 
taxation. The recommended dividend of 
15 per cent is covered 1.77 times by earn¬ 
ings as again.st 2.60 times previously. The 
factory started cane crushing operation on 
October 23, 1987 and closed on June 16, 
1988. During these 238 (207) days of 
working, 6,82,555 (5,66,521) tonnes of 
sugarcane was crushed and 7,33,310 
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Calciirtta Diary 

AM 


Benoy Chowdhury, the grassroots wan, whose contribution to the 
gerwination and dissewination of the concept of self-reliant rural 
growth through panchayats has been the greatest, was shut out of 
the eastern zone convention on panchayati institutions. He was 
shut out in order that a greenhorn like the priwe winister could 
be there. The episode is deeply symbolic; it sums up the purport 
of the constitutional amendment the centre wants to rush through 
parliament—decentralisation is for enforcing more effective 
centralisation. 


WHAT follows is what American pulp 
magazines would call a ‘true life’ story. 

Benoy Chowdhury, West Bengal's land 
and land revenue minister, had gone to 
Bipura on Kisan Sabha work. He is one 
of those who founded the All-India Kisan 
Sabha half a century ago and put into 
militant shape the early agrarian move¬ 
ment in the country. Belonging to the old 
breed of former Congressmen who 
migrated, because of their convictions, to 
the Communist Party, he will pass un¬ 
noticed in today’s crowd of uncouth, ill- 
mannered, often corrupt politicians. 
Kindly, full of humility, .soft-spoken, he 
is your nondescript next-door-neighbour, 
whom you take for granted and never 
notice. 

As the state’s land and land revenue 
minister, Benoy Chowdhury has also been 
largely responsible for giving flesh to the 
three-tier panchayat system in West 
Bengal. The system as it has evolved in the 
state over the past dozen years has its ad¬ 
mirers; there are others who run it down. 
On one point both its admirers and 
detractors seem to agree. The panchayats 
have shifted the balance of class relations 
and, as a consequence, the balance of 
political relations in West Bengal’s coun- 
t^ide. And the shift is continuing. 
B^use of this single fact, the ruling party 
at the centre cannot hope to stage a com¬ 
eback in the state in the foreseeable future. 

Of late, tlie prime minister of the coun¬ 
try has got himself interested in the pan¬ 
chayats. One important reason his party 
is flnding it difficult to retain a toehold 
in such states as Andhra Pradesh, Kerala, 
West Bengal and Ihmii Nadu, he too has 
apparently been advised, is the party’s 
failure to use the panchayat institutions 
to mobilise the rural masses. In contrast, 
the state govenunents in the states run by 
opposition parties have used these institu¬ 
tions for partisan purposes and come up 
aces. They have taken full advantage of 
the fact panchayats are a state sub- 
F ject under the constitution. These state 
governments have distributed through the 
panchayats gmin and funds advanced by 
the centre to the states under various rural 
development and employment schemes; 


the credit for these schemes has rubbed 
(/ff on the opposition parties. At least 
some of the funds earmarked for these 
schemes, the prime minister has also ap¬ 
parently been told, have been siphoned off 
by politicians belonging to the opposition, 
and distributed among their cadres. 

The prime minister, who has not had 
in his earlier career much of an opportu¬ 
nity to gel to know the realities of rural 
India, has evidently been iascinated by 
these tales carried to him. in contrast, in 
most states still under the control of his 
own party, the panchayat bodies have 
functioned in a lacklustre manner; they 
are either nominated showpieces, com¬ 
pletely under the thumb of powerful local 
patricians, or elected on a very narrow 
franchise. Even where legislation exists for 
two- or three-tier panchayat institutions 
to be set up on the basts of adult suffrage, 
elections have been postponed under some 
pretext or other. Funds and grain under 
centrally sponsored schemes reach the 
countryside even in states run by his own 
party, but their distribution is handled 
either by bureaucrats or by contractors 
who are the pets of local satraps. As a 
result, the political impact of these 
.schemes in terms of their success in swing¬ 
ing rural votes is, to all accounts, alto¬ 
gether insignificant compared to what it 
is in states under the control of the op¬ 
position parties. 

Time is running out, and the prime 
minister is hurriedly educating himself 
about the political facts of life. He has 
campaigned in the assembly elections in 
all opposition-run states. People in hordes 
have come to listen to him, the crowds 
have been huge and seemingly enthusiastic, 
but the votes have gone against him. It 
would be a disaster if the story were to be 
repeated in the Lok Sabha elections. Some¬ 
thing therefore needs to be done. The 
prime minister is toying with several ideas. 
One of them is to try to turnthe pan¬ 
chayat structure, this major instrument 
the opposition parties have deployed to 
entrench themselves, against them. The 
prime minista, being prime minister, can¬ 
not of course say . or do certain ftings 


openly. He has to camouflage his inten¬ 
tions. He has nonetheless several things 
in mmd. Since they have been set up under 
state Acts, the elections to the panchayats 
are supervised by the states. This is prov¬ 
ing inconvenient for his party in the 
opposition-run states. The prime minister 
would therefore like the panchayat elec¬ 
tions to be brought under the control of 
the Chief Election Commis.sioner. Once 
this happened, the state governments run 
by panics in the opposition would no 
longer be able to manipulate the results 
of elections. There would also be the other 
advantage. Since the Chief Election Com¬ 
missioner is famous for postponing elec¬ 
tions, especially at the behest of the union 
government, the panchayat elections 
could be postponed at will in all states, 
as they are postponed, as a matter of 
course, in states under the control of the 
ruling party, the latest instance being the 
postponement announced last month in 
Maharashtra; this might provide the op¬ 
portunity in the opposition-run states to 
eject undesirable political elements from 
the panchayats and place them under the 
care of district magistrates who would be 
more amenable to diktat from the centre. 

The prime minister is equally anxious 
that the panchayats all over the country 
follow a uniform pattern, and their func¬ 
tions and procedures are homogenised. 
Hence his obsession over a model legisla¬ 
tion, naturally to be drafted by the cen¬ 
tre. He would in any case like some major 
discretionary powers to be left with the 
district magistrates, particularly at'the 
level of the district panchayat, otherwise 
known as the zilla parishad. The prime 
minister can summon district magistrates, 
who belong to the All-India Services 
structure, and give them specific instruc¬ 
tions, something he cannot do to zilla 
parishad chairmen, who are elected repre- 
sentatives-of the people, and may actually 
belong to the opposition. Yes, power to 
the people, but, the prime minister knows 
his mind, power to the district magistrates 
too. 

However, the principal focus of the 
changes the prime minister has in mind 
is on the devolution of financial powers. 
He has thrown enough hints in recent 
months; he would like the financial pro¬ 
visions for the panchayat institutions to 
be spelled out in the constitution itself, 
perhaps via awards by the Finance Com¬ 
mission, and not left to the care of the 
stete governments as at present. This will 
have obvious advantages. The panchayats 
will learn that their funds come from the 
Finance Commission, and not from the 
coffers of the state governments. Since the 
centre sets up the Finann Commission, 
decides its composition and formulates its 
terms of reference, there will be no scope 
for any doubts in regard to the source of 
the life-giving funds the panchayats 
receive, the obfuscating role the state 
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governments now play will become a thing 
of the past. Decentralisation yes, but it 
must be a properly centralised decentra¬ 
lisation. Since the state governments will 
no longer control the distribution of funds 
or grain to the panchayals, their political 
influence over the rural masses is bound 
to decline, which will be cause for celebra- 
tion foi the prime minister, who is last 
revealing himself as every inch his 
mother’s son: power lo the people, yes, 
hut, first of all. power to the nation’s 
prime minister. 

The prime minister has embarked upon 
a searing campaign in support of his 
ideas. He convened a big jamboree in New 
Delhi, attended by representatives of pan 
chayali institutions from several northern 
stales, where he pontificated on his pro¬ 
posals. It was very .smooth going, since the 
administration in most of the states in this 
region is still controlled by the ruling party 
at the centre; their chief ministers acted 
as his cheer-leaders at this jamboree. His 
real target is howcvei the opposition-run 
slates. The chief ministers of these states 
meet from lime to lime and pass resolu 
lions and issue statements castigating the 
centre lor its supposed acts of commis¬ 
sion and omission; every now and then, 
they also hint at diafimg a minimum pro¬ 
gramme lo be implemented by an alter- 
iiatise government at the centre from next 
vear once the I ok Sabha poll puts an end 
to the present prime mmi.ster’s tenure. 
Since the panchayals are going to be a ma- 
joi weaponry with the opposition in these 
slates lor lighting the lx>k Sabha elec¬ 
tions, the prime minister would much like 
to weaken their hold over the 7.illa pari- 
shads, the panchayat samiti.s and gram 
panchayals. But he cannot afford to ex- 
piess such thoughts openly. He has to 
keep uttering the standard cliches and 
declare that he wants to further dcccn- 
Irali.se rural administration and thereby 
furthei strengthen the panchayat struc¬ 
ture. Ii IS with this purpose, he says, he 
has been organising the regional conven¬ 
tions, where representatives from pan- 
chuvat bodies at all levels, from the north, 
the east, the siiiith and the west as well, 
would come and speak iheii mind. 

Hie opposition chief ministers could' 
not agree amongst themselves what at¬ 
titude to adopt with respect to these con¬ 
ventions the prime minister wanted to 
hold foi discussing the future of the/ian- 
chavai siniciure in the country. For 
whatever reason, the government of West 
Bengal appeared to be keen lo participate 
in the convention proposed for the eastern 
region, and agreed to sponsor it and bear 
its full expenses: since in any case the con¬ 
vention was being held, it perhaps thought 
it prudent to be around. Karnataka first 
said no, then said yes, and is now making 
preparations, albeit with some reluctance, 
for hosting the convention in the south. 


Andhra Pradesh, till very recently, would 
have no part of the prime minister’s con¬ 
ventions. Its chief minister has no doubt 
in his mind that panchayals are very much 
a state subject and the prime minister has 
no business to do any poaching m this 
area. 

Those who argue that this motley crowd 
of opposition parlies will be unable to 
agree even on minor matters and they 
therefore will be unable to run a viable ad¬ 
ministration at the centre even if the elec¬ 
torate were to give its verdict in their 
favour in the coming Ijok Sabha elections 
have been gifted a major,talking point by 
this disarray in their ranks. According to 
one point of view, the opposition should 
refuse to have any dialogue at all on the 
matter with the prime minister, and offer 
la.st-ditch opposition to any con.stitutional 
amendment that might be moved for 
transferring the jurisdiction over pan- 
chayats from the State List to the Con¬ 
current List; since the current round of 
conventions i.s intended to sell the propos¬ 
ed amendment, the opposition parties, it 
is argued, should stay away from them. 
There are others, such as perhaps the chief 
minister of We.st Bengal, who would not 
mind keeping a line of communication 
open with the prime minister. The end 
result i.s confusion. 

But it has been a huge digression. 1 his 
piece started with a reference to Benoy 
Chowdhury, the West Bengal land and 
land revenue minister, who is also the 
state’s minister for panchayals. He is the 
principal architect of the changes brought 
about in the rural land.scape in the state 
during the past dozen years. I'he eastern 
zone convention on panchayat! in.stitu- 
tions, planned for at Calcutta in the first 
week of April, had the government of 
West Bengal as the sponsors, and it was 
arranged that Benoy Chowdhury would 
preside over the proceedings. Participants 
at the convention, there was no question, 
could have looked forward to learning a 
great deal on the concerned issues merely 
by listening to him. 

As it happened, Benoy Chowdhury was 
in Tripura, on Kisan Sabha work, during 
the first few days of April. He was to have 
returned to Calcutta early on the morning 
of the fourth, by the first flight out of 
Agartala, to be on time to preside over the 
inaugural session of the convention. He 
could not however fly on the morning of 
the fourth. No, there was no fog either in 
Calcutta or in Agartala on the fourth 
morning. No technical factors hindered 
the Indian Airlines flights either. All that 
happened was that the Calcutta sky was 
ordered to be out of bounds during cer¬ 
tain hours for all aircraft except one on 
the morning of Tuesday, April 4. The 
prime minister was not originally slated 
to be present at the inaugural session of 
the convention. Some time in the course 


of April 3, he was advised that it would 
be politically unwise to leave the field 
completely to the care of the governmeni 
of West Bengal, the formal hosts. The 
prime minister’s programme was hurriedly 
altered; he decided to attend the inaugural 
session. He was expected to land at Dum 
Dum airport, Calcutta at around 11.30 on 
the morning of the fourth; flights schedul¬ 
ed to land prior to that moment were 
therefore held up. Benoy Chowdhury’s 
plane too was held up in Agartala. He 
could not reach Calcutta. He was suppos¬ 
ed to preside over the convention but 
could not do so. In this country, when the 
prime minister chooses to move, all other 
movements come compulsorily to a halt. 

That is the story, the ‘true life’ story. 
Whatever the context, the priorities here 
are determined at the top. Benoy 
Chowdhury, the grassroots man, whose 
contribution toward the germination and 
dissemination of the concept of self- 
reliant rural growth through the pan- 
chayats ha.s been the greatest, was shut out 
of the convention. He was shut out in 
order that a greenhorn like the prime 
minister could be there; it is the prime 
minister who matters, nobody else does. 
The episode that took place is deeply sym¬ 
bolic; it sums up the purport of the con¬ 
stitutional amendment the centre wants to 
rush through parliament. Decentralisa¬ 
tion, even a child should now be able to 
tell you, is for enforcing more effective 
centralisation. 


SBI Bombay Circle's Rapid Growth 

STATE BANK OF INDIA’S Bombay Circle, 
which covers Maharashtra and Goa, record¬ 
ed a growth of 22.33 per cent in deposits in 
the 12 month period ending Ma^. Ad¬ 
vances increased at a faster pace, with priori¬ 
ty sector advances registering a growth of 
28.26 per cent during the period. The aport 
credit level went up by Rs 394 crore during 
the period. As at the end of March export 
credit formed 17 per cent of the total ad¬ 
vances of the Circle as against 10 per cent 
in the previous year. Expor umover handl¬ 
ed by the Circle increased by over 40 per 
cent. 

In the developmental banking field, under 
IRDP, the physical target of 40,726 benefi¬ 
ciaries and financial target of Rs 13.68 crore 
have been surpassed. The actual number of 
beneficiaries assisted was more than 43,000 
and loans sanctioned were to the extent of 
Rs 16 crore. 

The Circle has so far carried out viability 
studies in respect of 3,84S sick units. Of 
these, 854 have been found viable and plac¬ 
ed under nursing. 

In November 1988, the Circle opened a 
special NRI branch in Bombay which is ex¬ 
clusively meant to service the banking needs 
of non-resident Indians. 
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Indian Defence Budget: Fact and 
Fantasy 

Ravi Rikhye 

The Indian defence budget is rapidly becoming a fantastic 
wonderland that conceals at least as much as it reveals. And, 
despite the appearance of containment of defence expenditure in 
1989-90, the situation with regard to defence costs is going to 
get much worse. 

IT i$ common for Indian defence analysts tion that somewhere or the other accurate, 


to express pnde in our relatively open 
defence budget. Relatively open, that is, 
^mpar^ to a country like Pakistan 
which publishes a one-line statement. 
Nonetheless, not only does our defence 
budget fall far short of democratic stan¬ 
dards, it is rapidly becoming a fantastic 
wonderland that conceals at least as much 
as it reveals. 

The biggest problem in analysing the 
defence budget is that in India we have 
DO defence financial experts outside the 
relevant ministries. A second problem is 
that whereas it is relatively easy for a 
researcher to obtain classified information 
regarding formations, weapons, tactics 
and the like, it is almost impossible to get 
any useful overview of the budget, lb tal« 
an example, the number and location of 
India’s third armoured division is classi¬ 
fied. But as it is a large formation of 
^,000 assigned and supporting troops 
'located in several cantonments, these 
details cannot bedtept secret. Moreover, 
army officers themselves realise this quite 
well. So an army friend will have no dif¬ 
ficulty with his conscience if he talks 
about the division. But the number of 
men who know what India is paying for 
Soviet MiG-29 spares can be counted on 
the fingers of one’s hands. The informa¬ 
tion leaks, of course, and leaks in a flood. 
But to obtain it involves spying by any 
definition; it may be the business of in- 
toested parties to obtain the details at any 
risk and cost, but is hardly a profltable 
activity for anyone who has to live in 
India. 

It is possible some of EPW’s readers 
will have at some point met an official 
directly concerned with defence budgeting 
who has insisted to them that everything 
is above board and that no mischief is 
possible given the wide range of audit con¬ 
trols. Unfortunately, statements of tius ilk 
are meaningless. No one is suggesting that 
the government is fiddling its own ac¬ 
counts. It may be accepted without ques- 


complete accounts are being kept because 
there would be no point to the government 
fooling itself. Our suggestion is, rather, 
that the government is not being entirely 
frank with the public, and that the defence 
expenditure and the burden of defence on 
the economy is considerably more than 
commonly realised. 

Successful Misdirection 

As a start, take the usual figure given 
for defence expenditure, Rs 13,000 crore. 
This, however, covers only Demands for 
Grants Numbers 14 to 18 (Army, Navy, 
Air Force, Defence Production and 
Capital Expenditure on the previous four 
heads). In any public discussion Heads 
Numbers 12 and 13 (Defence Ministry and 
Pensions) arc simply ignored despite ad¬ 
ding 10 per cent to the public figure. Now, 
the govenunoit b not hiding Demands 12 
and 13: the details are available with the 
bundle of budget papers handed out every 
March. Yet a dcHnite and suctxssful at¬ 
tempt at misdirection is being perpetrated: 
the Rs 13,000 crore figure is common cur¬ 
rency, not the higher figure. 

Next comes the paramilitary forces 
assigned to border defence but carried 
under the ministry of home. The big ones 
are the Border Security Force, the Assam 
Rifles and the Indo-Tibetan Border Police. 
In the same category is the Border Roads 
Organisation, carri^ under the ministry 
of surface transport. Add these into the- 
defence budget and we cross Rs 15,000 
croreL Again, the government is not hiding 
these figures. This is a case of reclassifica¬ 
tion rather than deceit. Again, however, 
the misdirection is successful. If we take 
the 1988-89 GNP at Rs 3,40,000 crore; then 
the 1988-89 defence expenditure on this 
basis was about Rs 15,300 crore (revised 
estimates) and 4.6 per cent of GNP. This 
is quite a bit different from the figure of 
4 per cent normally used and both ate in 
sharp contrast to the 3.4 per cent that the 


_ REPORTS 

prime minister has been known to give out 
to foreign journalists. 

It must be kept in mind that we have, 
so far, been using the budget estimates for 
the 1989-90 figures: the revised estinutes 
could be much different. In 1988-89 there 
was an increase of 4 per cent over budget 
estimates mostly on account of a large in¬ 
crease in lumpsum pension payments. 

Once we cross Rs 13,000 crore we leave 
behind the area of consensus and enter a 
realm of speculation. It is impossible to 
determine what costs are implied in the 
military part of the space and atomic 
energy programme and what is being 
spent on foreign intelligence. This spen¬ 
ding is deliberately hidden and is likely to 
run into several hundred ctores annually. 
Uiere is also no way of determining if the 
DAE and space budgets are being honest¬ 
ly announ^: the scope for restating and 
concealing spending here is quite vride. At 
the same time, the observed level of 
defence-related activity in these two 
departments is fairly relaxed. It is not as 
if India is secretly developing ballistic 
missile nuclear-powered submarines. If 
there is concealment in these budgets there 
is no reason to suppose it is on account 
of defence. 

Next come items that arc for defence 
but purchased under civilian heads. The 
earliest case known to this analyst is the 
purchase of Soviet An-12 medium trans¬ 
port aircraft under the Border Roads in 
1961. A continuing case is the purchase 
of large segments of the advanced Air 
Defence Ground Environment (ADGE) of 
control of combat aircraft under the dvil 
aviation ministry. Like many other coun¬ 
tries, India has decided to unify its 
military ADGE with its civil air traffic 
control system; presumably this is what 
provided the idea of changing the budget 
head. This is concealment pure and sim¬ 
ple; there may be acceptable reasons for 
India not to reveal its foreign intelligence 
spending or to discuss the military com¬ 
ponent of its space and nuclear program¬ 
mes. But there is no justification in buy¬ 
ing military equipment under civil heads. 

Foreign Exchange Payments 

A concealment lately suggested by 
Swaminathan Aiyer in the Indian Eigmss 
concerns certain foreign exchange pay¬ 
ments which are perhaps being niade 
directly from the country’s exchange 
reserves. The need for the government to 
do this is clear: the falling exchange Value 
of the rupee since 1980 must be imposing 
an intolerable repayment burden on 
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several impoitant programmes, namely, 
Jagim (UK), Mirage (France), HDW sub¬ 
marines (>Vest Germany) and lately Bofors 
(Sweden). In the ca.se of the HDW sub¬ 
marines, for example, India signed a con¬ 
tract for about Rs 400 crore in Deutsche 
Marks. But from approximately Rs 4 = 
DM 1 the rate is now Rs 8 = DM 1 and 
the repayments would increa.se correspon¬ 
dingly. There are many contracts that are 
not as highly publicised as the above but 
still add up to considerable sums. The 
navy’s purchases of Harrier Fighters, Sea 
King helicopters and Sea Eiagle anti-ship 
missiles are one such example. 

All systems (especially aircraft) also in¬ 
volve recurring spares purchases. For 
avionics and engines (two-thirds of the 
unit cost of the aircraft) 5 to 10 per cent 
annually is common. In other words, on 
a Rs 20 crore Jaguar, after the initial 
spares package of 3 to 5 years usage is 
consumed, Rs 1.4 crore a year or there¬ 
abouts could be spent on spares, much of 
this in imports. And now the first Jaguars 
are due for rebuild which could add 
another SO per cent of their initial cost, 
again, much of it in foreign exchange. 

it is difficult to adduce convincing pro¬ 
of becau.se of lack of data, but intuitive¬ 
ly it seems that given the volume of 
foreign purchases in the 1980s, the full 
cost of the rupee depreciation is not being 
shown. And we must remember that the 
rupee has akso steadily depreciated against 
the rouble, the currency of our major arms 
supplier. 

The Soviet trade account remains the 
black hole of the defence budget. There 
is an enormous annual purchase of arms 
from the Soviet Union, both because of 
new purchases and the continuing import 
of spares for sy.stcms purchased as far 
back as 25 years ago. It is just not possi¬ 
ble to tell what is the extent of conceal¬ 
ment here, but it is considerable. It must 
be recalled that India seems regularly to 
run a balance of payments surplus with 
the Soviets. The Soviets insist on balanced 
trade; the logical mechanism to balance 
is to import Soviet arms. If we import, say, 
Rs 500 crore worth extra in a given year 
to balance the trade account, there is no 
need for this to enter the regular defence 
budget figures. The loss would be borne 
by the exporting public sector under¬ 
takings. 

Lately, two other mechanisms for con¬ 
cealment seem to have been devised. The 
Indian military effort in Sri Lanka is 
heavily dependent on airlift and it appears 
that much of the cost of lift provided by 
the two public sector airlines is not being 
reimbursed to them. Next, much of the 
burden for maintaining war stocks of 
petroleum, oils and lubricants seems to 


have been shifted to the cash-rich public 
sector oil companies. This not only saves 
on storage/replacement costs (POL 
deteriorates in storage), but also permits 
the current consumption of several 
hundred crores of POL previously ear¬ 
marked as reserves. 

Putting all these additional costs 
together it may not be unreasonable to 
estimate the actual defence effort at 
Rs MJOOO crore. It could go down 
marginally in a given year; it could shoot 
up in certain years, such as 1987-88 which 
saw mobilisation crises with Pakistan and 
China and the start of the Sri Lanka 
intervention. 

It lUSORV CONIAINMENT OF DEFFNC F 

Spending 

Let us now consider additional matters 
which tend to help in the understatement 
of the defence budget. 


First, in the last three budgets (1987-88, 
1988-89, 1989-90) there has been a heavy 
rundown on spares and an accelerated 
depreciation of military assets, particular¬ 
ly armour and the lAF’s transport and 
helicopter fleets. This has not been pro¬ 
vided for in the budget. It is likely that 
at present this is being carried over, but 
when it is remedied either the budget will 
have to shoot up or the additional money 
will have to be hidden elsewhere. 

Second, it appears that the government 
is deferring payment of bills to suppliers, 
domestic public sector/dcfence undertak¬ 
ings and foreign. The resultant increase in 
interest costs and depreciation of the 
rupee against foreign currencies will have 
to be provided at some time, openly or 
otherwise. 

Thu.s, the holding of the line on defence 
spending is entirely illusory. Some savings 
have been effected by deferment of large 


HEAVY ENGINEERING CORPORATION LIMITED 

HEAVY MACHINE BUILDING PLANT 
MATERIALS AAANAGEMENT DIVISION 
P O. Dhurwa, Ranchi - 834004 

Tender Notice No. Pur/HMB/89/MW-0025 Dy General Manager, Materials Management 
Division, HMBR Ranchi Heavy Engineering Corporation Limited, RO Dhurwa, Ranchi-834(X)4, 
Bihar, India invites Tender (Sealed) in duplicate for supply of following items 

Brief Description Qty Tender Due date of opening of 

____Fee_.. 

Chip conveyor system for machine As per Rs 200/- 15 5.89 

tools as per sch edule _ schedule____ 

1 The documents alongwith schedule, specification can be had from the office of 
the Dy GenI Manager (MM/HMBR H.E.C Ltd, Ranchi or from the office of the (i) Branch 
A/lanager, HECL, 3rd Floor 97, Bajaj House, Nehru Place, New Delhi-19, (li) Branch 
Manager, 77 Park Street, Calcutta-16 on payment of Rs. 200/- in shape of Crossed 
Postal Order in favour of HMBP/HEC Ranchi. 

2 lender documents are not transferable and the cost of tender documents is not 
refundable 

3 Tenderer should specify their address clearly in block letters in all their 
correspondences 

4. Tenderers requiring the tender documents to be sent by post should send Rs. 10/- 
(Rupees Ten) extra per tender towards postal charges to be sent in the shape of 
crossed postal order 

5 Request for tender documents by post will be entertained upto four days before 
the date of opening of tenders. 

6 Tender should accompany the earnest money of 2% of tendered value in the form 
of Bank draft/Bank call deposit duly pledged in favour of Heavy Machine Buiiding 
Plant, HEC Ltd., Ranchi-4 Tender without requisite earnest money will be rejected 
outright. 

7. The tenders should be submitted in the sealed cavers subscribed with tender notice 
No and due date. 

B Tenders will be received upto 14.00 hours on the date of opening and opened 
at 14.30 hours on the same date in the presence of attending tenderers. 

9. DGM(MM) will not be responsible for any postal delay and will not accept any 
telex/tel^raphic tender. 

10. D<3M(MM} does not bind himself to accept the loyvest or any tender or any part 
thereof and reserves the right to reject/kccept ttiy tender or part thereof without 
assigning any reason. 

davp 763(10) 89 
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wt^HJiu pinchues, for example, the 
lAFs Advanced Jet Tlainer and several 
hundred helicopters for the army. Ironi¬ 
cally. however, such deferments represent 
minimal immediate savings because the 
bulk of the bill starts coming due some 
years after an agreement is signed. 

Third, there is the troublesome area of 
military subsidies. Not being an economist 
this analyst would prefer to note a few 
anomalies and leave it to qualified persons 
to pass judgment. (1) The miliury pays 
a low rate of customs duty on its imports 
and thus obtains a subsidy. In a command 
economy this might not be relevant, but 
in a market economy this is a definite cost. 
(2) It appean that there is a rebate on 
taxes on POL products supplied to the 
military. (3) Actual costs of Soviet equip¬ 
ment are higher than the notational costs. 

Point (3) needs a deeper analysis. 
Ostensibly the Soviets supply equipment 
at lower cost, often l/4th to 1/2 of com¬ 
parable western equipment prices, and at 
very low interest rates. Of course, the per¬ 
formance of Soviet systems is less than 
that of western equipment. A MiG-29 
costs less than half its American com¬ 
petitor, the F-IS, fighter, but (he latter is 
a much more advanced aircraft. This 
point is, however, of no relevance here. 
Rather, we must ask how, in the condi¬ 
tions of our fiee market economy, are we 
to judge the true worth of a Soviet rouble? 

The Soviets tell us the rouble is heavier 
than the dollar. In the free market it may 
be worth only a fourth of a dollar. If 
Indian economists were permitted to 
determine to their satisfaction the true 
worth of the rouble, say by ranging freely 
through Soviet factories, purchase organi¬ 
sations and marketing systems, it might 
be possible to derive a fair exchange rate. 
But we have to take the Soviet word for 
the rate. Given that the Soviet economy 
is in no position to subsidise other 
economies, whatever the political rhetoric, 
it is reasonable to assume that the Soviets 
are fixing the rate to maximise their gain 
from their trade with us. 

It is argued that many of the goods we 
export to the Soviet Union have no market 
el^here, and as such there is no loss to 
us. But many of the goods have an Indian 
market, so to sell them at less than Indian 
prices to buy arms is to increase the 
defence burden. The Soviets are known to 
sell Indian consumer items to eastern 
Europe at a huge profit; we are also losing 
them And we give subsidies to Indian ex¬ 
porters; these subsidies add to the price 
' of imported arms. 

Further, though we are told that pur¬ 
chases from the Soviet Union are paid for 
in rupees, this is not true on two counts. 


First, ever since the Mirage 2000 purchase 
the Soviets have been insisting that we too 
pay some percentage of each purchase in 
hard currency. Quite correctly too, from 
(heir viewpoint: If India has money to 
waste on buying from the west, we can 
certainly be expected to help our Soviet 
friends by paying in foreign exchange. Se¬ 
cond, many of our exports to the Soviet 
Union have a dollar content. 

The simplest way of seeing this is to 
take (he example of this analyst’s cousin 
who exports denim blue jeans to the 
Soviet Union. India gets paid in rupees for 
the jeans, but the exporter's biggest 
material cost is the denim, which she has 
to buy from the United States. The 
government is releasing dollars to her for 
the material, for hot machinery which is 
almost all imported, and then giving her 
incentives on many items of export. The 
dollars for the material and machinery 
were earned by other exporters who are 
also given export assistance in many ways, 
including tax rebates. 

Again, it is tor the economittts to tell 
us what the true co.st of the Soviet arms 
we import works out, but clearly it is 
higher than officially stated. Though we 
do not engage in counter-trade to pay for 
most western arms, to the extent the 
dollars we pay have been earned with the 
help of subsidies, tax rebates and import 
duty rebates (this last in the case of export- 
oriented units like the Racchan brothers’ 
pharmaceutical unit selling to the Soviet 
Union) then the cost of the western equip¬ 
ment too is higher than we think. 

There is no intention on our part to sug¬ 
gest the government is concealing these 
hidden costs. The point is only that in 
general it is unclear what subsidies of one 
kind or another are costing the country’s 
defence effort. 

Grim Prospects 

The situation regarding defence costs iS 
going to get worse. Shekhar Gupta writing 
recently in India Today confirmed what 
has long been common knowledge in the 
defence community; the government is 
cutting corners with gay abandon in an 
attempt to artificially keep down costs. 
Tomorrow if the armed forces have to 
fight, they will require several thousand 
crores worth of remedial equipment and 
supplies before they can go to war. 

Not only this, but the relentless expan¬ 
sion of the Inoian armed forces for the 
last 27 years has created a massive war 
machine that must be continually moder¬ 
nised. The days of cheap expansion and 
modernisatioa are over, ^ween 1966 and 
1970, for example, the lAF purchased 


eight MiC-21 squadrons paying perhaps 
Rs 1 croie per aircraft. That ntlght be 
Rs 6-7 crore in today’s money. The fust 
lAF MiG-21 model, the -FL, was replac¬ 
ed by the -bis, at a unit cost of Rs 3 crore, 
perhaps Rs 10-12 crore in today’s money. 
The -bis will have to be replaced by the 
LCA, whose true cost in tray’s money 
will over Rs SO crore taking into ac¬ 
count the massive R and D expenditure 
that will be incurred. In 1970, the lAF Vtas 
satisfied with 200 MiG-21s. But in the 
1990s it will need SOO-i- LCAs which will 
cost Rs 25,000 crore exclusive of the an¬ 
nual spares cost. Today the lAF spends 
perhaps Rs 1,000 crore on engines and air¬ 
frames. In the year 2000 it will have to 
spend something like Rs 2,750 crore (at 
today’s prices) for the LCA alone, assum¬ 
ing a ten-year buy. lb maintain its present 
strength it may require Rs 4,000 crore in 
that category. That does not take into ac¬ 
count Its required expansion. 

Equipment and spares may not, by 
themselves, account for nioie than 40 per 
cent of the defence budget. But salaries/ 
allowances, which are about a third, will 
need to increase faster than the per capita 
income to attract quality manpower. 
Already every service is short of specialists 
and officers because, despite the large 
jump in salaries, men of the required com¬ 
petence can get better pay in the civil sec¬ 
tor. Already the army has trouble getting 
riflemen even at today’s pay. It also needs 
more and more highly educated men at 
the lowest level at a time it is getting fewer. 
The only answer is more money. 

Making a cost estimate for the future 
is a difficult process. But it is not unlike¬ 
ly that the ture cost of defence is today 
5 per cent of GNP, and in this analyst’s 
opinion, just to modernise the forces will 
push the cost to the 6 per cent mark. If 
they are expanded, and upgraded as 
planned under their respective 2000 AD 
plans, the cost will surely exceed 7 per cent 
and approach 8 per cent. If India nuclea- 
rises, the cost will hit 10 per cent: the 
expectation assiduously being sold that 
nuclear weapons will mean reduced 
defence budgets is simply not true for 
many reasons. It is the common experience 
of all the five overt nuclear weapons states 
that conventional weapon spending shoots 
up faster once nuclearisation is in effect. 

As yet we have not even taken into ac¬ 
count another factor that can push 
defence costs through the roof. India has 
been able to maintain the world’s fourth 
largest armed forces on an absurdly small 
GNP largely because the readiness of the 
forces is low and because we have confin¬ 
ed our ambitions to a continental strategy. 
Recently, however, we have started to think 
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of ourselves as a mini superpower. To 
fulfil this ambition will require major in¬ 
vestments in readiness and equipment. For 
example, if the Indian navy is to play a 
role in the final decoioni.sation of South 
Africa (as some ambitious and influential 
persons want), it will have to learn to 
operate at sea for 60-90 days at a time in¬ 
stead of sitting in port most of the year. 
Buying an aircraft carrier and its aircrafts 
is expensive, but operating it for sustain¬ 
ed periods at sea is far more so. 

In conclusion, this analyst is struc]^ by 
an irony regarding the defence budget. 
The matter of defence spending has come 
to a head not because of any absolute 
resource constraint but because the 
government’s total, mismanagefhent of its 
finances has eaten away money for every 
sector of the economy, including defence. 
Given that the GNP has increased 17 per 
cent in current prices (1988-89 over 
1987-88) the defence budget could have 
been raised to an official Rs 14,.500 crore 
even conceding that the indifferent per¬ 
formance of the economy in 1987-88 re¬ 
quired no increase in real terms in that 


THE spectre of famine has begun to 
haunt farmers in six di.stricls of central 
Bihar with the collapse of 115-year-uld 
Sone canal system and the resultant failure 
of two successive crops in the last two 
years. The farmers of the .six districts— 
Bhojpur, Rohta.s, Aurangabad. Jehanabad, 
Gaya and Patna -led by the Sone Nahar 
Sangharsh Samili ha\'c decided to resort 
to direct action, fhey had .set a deadline 
of March .11 for the government to initiate 
action to rejuvenate the Sone canal 
system, failing which ihev had threatened 
to take the matiei lo the Supreme Court 
and stop paving land revenue and also 
warned the goveininent that the situation 
might turn explosive. But all this has gone 
unheeded and the cential government has 
added fuel to ihe fire by taking two highly 
provocative decisions 

On March 2 the Central Waici Corn- 


year. Rs 14,S(X) crore would not have met 
the need; the defence ministry wanted 
Rs 17,000 crore for 1989-90 to make up 
for the shortfalls in 1987-88 and 1988-89. 
This analyst feels the demand, in terms 
of the job to be done and the damage to 
be undone, is reasonable. It would have 
started the process of revitalising the arm¬ 
ed forces. 

The reason for this anomaly is that we 
have chosen the highest possible cost ap¬ 
proach to defence and that actually our 
ambitions are aggressive. The sad fact of 
the matter regarding our ambitions is that 
in every security crisis since 1947-48, the 
Indian leadership has shown a total lack 
of political will to secure our interests. It 
is this analyst’s belief that given the pre¬ 
sent political, economic and social set-up 
of the country, India is structurally in¬ 
capable of achieving those ambitions. 

The maintenance of large and ever ex¬ 
panding armed forces then becomes not 
just a total waste of money, it becomes a 
blind advance into militarism from which 
it may soon be too late to turn back. 


mission decided to allow the Singrauli 
project of the National Thermal Power 
Corporation lo draw its full requirement 
of water from the Riband project. Second, 
the Central Water Commission and the 
union mini.stry of water resources rejected 
the state government’s ambitious project 
of building a reservoir at Kadhwan in 
Palamau district. The rejection followed 
objections raised by the Uttar Pradesh 
government which stood to lose a small 
chunk of land had the reservoir been 
constructed. 

For the farmers of the area these 
developments mean the final collapse of 
I he Sone canal system which has been 
drawing 55 per cent of its supplies from 
ihe Riband project. The last ray of hope 
has been extinguished by the central 
government as the Kadhwan multi-pur¬ 
pose project had been proposed to the 


Planning Commission in 1987, as the only 
solution to the problem of the Sone canal 
system. 

The Sone Nahar Sangharsh Samiti has 
already given the call to farmers to stpp 
paying land revenue from April 1 and is 
chalking out its future plan of action. The 
state government too has lodged a protest 
with the centre against the intransigent 
attitude of the UP government to the 
Kadhwan reservoir project as well as 
against the decision of the CWC to allow 
the Singrauli power station to draw water 
from the Rihand project. 

The collapse of the Sone canal system 
has brought untold suffering to around 3 
million farmers. For two successive years, 
the major part of the around 25 lakh acres 
of cultivable land in this region has re¬ 
mained without water, in the major part< 
of the region, the last kharif crop could 
not be raised due to lack of water. Accor¬ 
ding to the district agriculture officer, in 
Rohtas district—where the average yield 
of rice is 1,666 kg per acre, against the cor¬ 
responding national and state averages of 
1,339 and 1,051 kg per acre respectively— 
not even 10 per cent of the total cultivable 
land could be sown with the kharif crops. 
Ironically, while the Sone canal system re¬ 
mained dry during the peak kharif months, 
after the crops had virtually dried, the 
canals were flooded with so much water 
that whatever little had remained of the 
kharif crops was swept away. That was not 
the end of the farmer’s woes. The rabi 
crop sown-in late December-early January 
is also meeting with the same fate. 

What is being witnessed is the culmina-,*' 
tion of the gradual decay of the Sone 
canal system which process began in the 
early sixties. Right from 1967 farmers in 
the Bhojpur region have failed to get even 
a single kathha of land irrigated by the 
canal, though they have to pay the irriga¬ 
tion cess. Farmers in villages such as 
Arianwa, Lakhandiha, KJieoli, Dhubhaki 
and Amsari at the tail end of the system 
confirm this. The Sone canal system, a 
brain-child of a British army engineer. 
Colonel C H Dikines, had revolutionised 
agriculture in the then Patna, Gaya (now 
divided into Gaya, Aurangabad and 
Jehanabad) and Shahabad (now Bhojpur 
and Rohtas) districts of Bihar on its com¬ 
pletion in 1874 at a cost of Rs 2.68 crore 
and had been the backbone of the region’s 
agriculture since then. It assured canal ir¬ 
rigation for 8 lakh acres of kharif, 6 lakh 
acres of rabi, 1 lakh acres of garma and 
2.5 lakh acres of other crops. Average 
yields rose to 14 quintals per acre of kharif 
and rabi each and IS quintals per acre of 
garma crops. In some areas the yield shot 
up to 24 quintals per acre of paddy and 


Collapse of Sone Canal System and 
Farmers’ Plight 

Indu Bharti 


With the progressive decline of the Sone canal system since 1962, 
the spectre of recurrent famines has been looming large over some 
22.5 lakh acres of once-fertile land which used to account for over 
a third of Bihar’s total foodgrain production. Against this 
background, two recent decisions of the central government have 
come as a total shock to the farmers of the area. 
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18 quintals pa acre of wheat. Accordini 
to Raghupati Gope, convenor of the Sone 
Nahar Sangharsh Samiti and MLA from 
the Piro constituency in Bhojpur district, 
average annual production of foodgrains 
was at least 4.5 million quintals. But with 
the drying up of the Sone canal system, 
the irrigation potential of the canals has 
dwindled from 1.75 million acres to 3 lakh 
acres and yields have come crashing down 
to only 6 quintals per acre of kharif and 
rabi crops while the entire area has been 
rendered unsuitable for the garma crop. 
The spectre of recurrent famines has thus 
begun to loom large over the 22.50 lakh 
acres fertile land of the Sone region which 
contribute around 35 per cent of Bihar’s 
total food production. 

The reasons for the collapse of the Sone 
canal system are two-fold. First, very little 
has beat done to lennovate the system and 
second, and more serious, enough water 
is not available to the system. The decay 
of the canal system began from 1962, 
when the UP government decided to build 
a dam and a reservoir on river Rihand, 
the major tributary of the Sone for 
generating hydel power. As this threaten¬ 
ed to decrease the flow of water in the 
Sone canals, serious objections were raised 
by the government of Bihar. Ultimately 
the two governments reached an under¬ 
standing whereby UP promised to main- 
uin a regular supply of at least 6,000 
cusecs of water 24 hours a day from the 
Rihand reservoir to the Sone canal system. 
This supply was ensured through the in¬ 
stallation bf a base-load station by the UP 
government which was to remain opera¬ 
tive for 24 hours a day. For about a decade 
the UP government kept its promise, but 
in 1973 it established a 1550 MW thermal 
power plant and a 99 MW hydel power 
plant at Obra and began to use 6.50 lakh 
acre feet of water from the river Sone an¬ 
nually. It also replaced the base-load unit 
at Rihand with a peaking unit and a few 
years latter it converted this into a 
seasonal unit, to be operated during the 
rains. These actions of the UP govern¬ 
ment deprived the Sone canals of their 
right to draw 6,000 cusecs of water per 
day. 

But the death-knell was sounded with 
the signing of the Banasagar agreement 
in 1973 at the instance of the centre. This 
tripartite agreement, signed by the govern¬ 
ments of Bihar, UP and Madhya Pradesh, 
aggiawated the problems of the Sone canal 
system. It provided that out of the average 
annual water availability of 14.25 MAF 
(million acre feet), the share of Bihar, UP 
and MP would be 7.75 MAF, 5.25 MAF 
and 1.2S MAF, respectively. The annual 
capacity of the proposed Banasagar reser- 
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voir in MP was put at 4 MAF, half of 
which was to go to MP and the remaining 
was to be equally distributed between 
Bihar and UP. The three states were to 
bear the cost of construction of the re¬ 
servoir in the same proportion. 

While fixing the water-sharing ratio, the 
experts committee adopted a blatantly 
anti-Bihar stance. This has been alleged 
by the Sone Nahar Sangharsh Samiti in 
a memorandum sent to the central water 
resources minister. According to the 
memorandum, “the rocky soil of MP was 
shown to bear 165 per cent crop poten¬ 
tial, while Bihar’s highly fertile land was 
shown to possess only 85 to 125 per cent 
crop potentiality” and, further, “in utter 
violation of long-standing rules govern¬ 
ing water distribution, MP was allowed to 
divert water from Sone’s catchment area 
to the Tons valley for generating hydel 
power” 

It was because of these discriminatory 
provisions that successive chief ministers 
of Bihar, like Karpoori Thakur, Oarogy 
Prasad Rai and Kedar Pandey, had stead¬ 
fastly opposed the agreement. A feeble 
chief minister, Abdul Gaffoor, and an op¬ 
portunist irrigation minsiter, Jagannath 
Mishra, then vying for Gaffoor’s 'gaddi' 
sold out Bihar’s interests b>' signing the 
agreement on September 16, 1973. Even 
that agreement has been flagrantly viola¬ 
ted by the governments of UP and MP. 
After 1973 the two governments have 
established as many as 11 power stations 
within the area of the Singrauli coal-fields 
and have been using, with the approval of 
the centre, Sone's water for cooling 
machines and for supplying drinking 
water to the housing colonies at these sta¬ 
tions. And now by its latest move the cen¬ 
tral government has decided to allow the 
Singrauli project of the National Thermal 
Power Corporation to draw its full re¬ 
quirement of water from Rihand, thus 
further crippling the already denuded 
Sone (.anal system. 

The step-motherly treatment of the cen¬ 
tral government has been a feature ever 
since independence. Even after the 
Banasagar agreement, the central govern¬ 
ment took several steps against Bihar’s in¬ 
terests. It decided to scrap the Sone River 
Commission which it had formed in 1980 
under clause 9 of the Banasagar agree¬ 
ment with the responsibility of chalking 
out an ‘integrated development plan’ for 
the whole Sone region, including a redistri¬ 
bution of Sorters water in accordance with 
the requirements of the three states. The 
itommission was to have submitted its 
report by March 31,1988. The arguments 
of the secretary and chief engineer of the 


1989 


commission favouring extension of the 
commission’s tenure and protests by 
farmers’ organisations in Bihar failed to 
evoke any response. 

Equally callous has been the attitude of 
the government of Bihar itself In 1984 the 
Central Water Commission prepared a 
detailed plan costing Rs 1,200 ciore for the 
modernisation of the Sone canals. One- 
sixth of the total cost was to be financed 
by the Bihar government. But the state 
government refused to accept the pro¬ 
posal. As it happens, the government’s 
own data show that in 1984-85, the latest 
year for which figures are available, while 
total revenue receipts from the Sone region 
were Rs 6.06 crore, costs were Rs 3.95 
crore; for the other two canal system.s in 
the sute, namely, Kosi and Gandak, taken 
together the corresponding figures were 
Rs 1.9 crore and Rs 2.4 crore. The govern¬ 
ment also spent as much as Rs 5.()9 crore 
on the maintenance of the latter two 
systems. Since independence the state 
government has spent a paltry Rs 70 crore 
on the maintenance of the Sone canal 
system, but a gigantic Rs 1,300 crore on 
the maintenance of the Kosi and Gandak 
sy.stems taken together. 

But everything is not lost even now. The 
Sone Nahar Sangharsh Samiti leader, 
Saryu Rai, says that the samiti had sug¬ 
gested an ambitious alternative—const¬ 
ruction of a reservoir near Kadhwan in 
Palamau district. Besides, there is scope 
for building a number of small reservoirs 
as well, on what has been done on the 
Colorado river in the US. Ironically, the 
Colorado river system was built on the 
basis of a report submitted in 1901 by 
Harward M Wilson who had studied the 
then remarkable Sone canal system. 
Another way to revive the system is to use 
the enormous water resources of the river 
Ganga with the help of a Sone-Ganga link 
canal. 

The Sangharsh Samiti has demanded 
the amendment of the Banasagar agree¬ 
ment, reconstitution of the scrapped Sone 
River Commission, completion of the 
modernisation of the system without 
waiting tor the World Bank’s aid, payment 
of compensation to the farmers for the 
damage to this,year’s crop, freeing the 
farmers from paying land revenue and ir¬ 
rigation cess, declaring the six districts of 
Bihar as famine-stricken and organising 
immediate relief for agricultural labourers. 

The two latest decisions of the centre 
have, however, shocked the farmers and 
the situation may turn ‘explosive’. The 
farmers have already given a call to stop 
payment of land revenue right from the 
beginning of the current financial year. 
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Rural Women Fight for 
Independence 

Gail Omvedl 


In Sangli district of Maharashtra divorced/deserted women have 
mobilised to demand that the state recognise their existence as 
heads of households and give them on a priority basis loans, 
pensions and houses under various government programmes. 


FOUR hundred rural poor women, from 
over 30 villagc.<! scattered acioss six 
taiukas, sitting in indefinite dharna before 
the Sangli district coliectorate. Though 
many dharnas, fasts and other campaigns 
had been held here, though women had 
also participated in them enthusiastical¬ 
ly, this was a new sight. Coming from 
villages as far as sixty to hundred miles 
away, for the first time rural women had 
massed in struggle to establish their right 
to an independent life as women. 

These were divorced/deserted women of 
all ages, mobilising as the 'parityakta 
women’s movement’. Parityakta is a San- 
skriti.sed term, but the common Marathi 
word for these women, taklelya —women 
'thrown away’ by thcii husbands—is so 
degrading as to suggest, in the words of 
one activist, "a used-up cigarette that one 
tosses aside”. In their struggle campaign, 
organised by the Stri Mukti Sangarsh 
Calval, the women were asking that the 
State recognise their existence as heads of 
households, that government programmes 
providing houses, pensions, loans lor self- 
employment and other facilities be given 
to them on a priority basi.s, that their 
children be provided free education and 
hostel accommodation, and that their 
cases for maintenance be speeded up and 
provided (as the law promises) on a free 
basis. 

By the time the dharna was lifted on the 
night of the second day, February 16, 
some significant steps had been taken in 
this direction, as much as is possible at 
th^district level. The collector had agreed 
that plots could be given for housing for 
the women by expanding village ‘gaothan’ 
land, that women who were not given 
economic support from in-laws would be 
recognised as heads of households and 
given separate ration cards, and that they 
would be given priority as far as current 
regulations allow in government schemes. 

What was also clear, however, is the 
limitation of government welfare pro¬ 
grammes. Official lists of households 
below the poverty line and home¬ 
less/landless households have been 
prepared in 1983 and not revised since; to 
do so (and ensure an accurate listing of 


female-headed households) would require 
a state order. It would also—if any really 
accurate counting were done—produce 
such a huge list as to make it impossible 
for the existing level of government 
schemes to even begin to fill the need. (For 
example, estimates of the housing shor¬ 
tage for rural Maharashtra in 1990, accor¬ 
ding to the Centre for Monitoring the 
Indian Economy, is 9,40,000; meaning 
that over 30,(X)0 houses would have to be 
built in each distria to fill the need; con¬ 
sidering that currently 150-200 houses are 
built at most each year, the yawning gap 
between promises and reality can be seen.) 
The situation is one set up to lead to the 
awarding of programmes, housing, etc, ac¬ 
cording to political influence and organis¬ 
ed pressure. In this situation, rural poor 
women, who are at the very bottom, the 
last to be reached by any .scheme, have no 
choice but to constitute themselves as a 
political force fighting both to establish 
their own right to a share in existing pro¬ 
grammes and to expand the level of wel¬ 
fare itself. It is a fight, really, with the 
state: and the stakes are the establishment 
of a material base for existence outside the 
patriarchal family. This is the struggle that 
took its first major step in Sangli district 
with the dharna of Ffebruary 15-16. 

A STRUOGLE Even To Survive 

That women as women are propertiless 
and resourceless, prey to all kinds of 
violence and insecurity, is a common 
theme of the women’s movement. It 
becomes completely clear in the case of 
the deserted women. Whatever the law of 
the land, it is in reaUty the Brahmanic 
social law which holds in the rural areas, 
and is applied to wom«> of any religion 
and any caste (with the partial exception 
of adivasis); “As children, women should 
be under the control of their fathers, when 
adults, under the control of their hus¬ 
bands, when old under control of their 
sons; women should never be indepen¬ 
dent.” In the patrilinear, patrilocal fami¬ 
ly girls are sent away at the time of their 
marriage and hold no rights to property 
anywhere. 


What this means in practice even to the 
poorest of the poor is vividly described 
in the Dalit woman writer Bebi Kamble’s 
depiction of an agricultural labourer: 

At 5 p m, with whatever pay she cai} ^et 
she will bring tea and sugar to make tea for 
her husband. Hurrying she runs to enquire 
about work for the nex day, and if she's a 
bit late her husband is ready with his stick: 
“Whoie^ where have you gone running about 
at night?” She says, “Look, don’t I have to 
work? I work to feed you and you’re ready 
to beat me?" He says, “Whore, get out of 
my house. Ate you getting this work in your 
father's village? You’re eating out of my 
village!” In the rainy season they practically 
starve. There is no work. The wife, tired of 
being hungry says, "Now we’ve gotten old. 
Now even 1 can’t find work. Why don’t we 
sell this off. Let’s go to our children!’ And 
he will say, “Get up, go away from me. I’m 
the one who is the owner. Do you have any 
share in it? Get out of my house” This is the 
final power left to an old wastrel at the edge 
of death who can't even get off the ground. 

And she, finally, is the powerless slave who' 
gets whatever she can and feeds him like a 
mother sparrow. She has no power in any¬ 
thing. She has no right even in her husband’s 
hut... In the end she has no share of any 
inheritance right.' 

The real crux of this, the contiiiual pro¬ 
spect of finding themselves without a hut 
to sleep in even while they survive at the 
lowest level of wage labour, is felt by the 
parityakta women. These are women, of 
almost any age and caste, who have been 
cast-off husbands for a variety of 
‘reasons—they have had no children; they 
have had no sons; they have been con¬ 
sidered too ‘quarrelsome’; the man simp¬ 
ly takes a fancy for another woman— ^ 
ultimately all the ‘reasons’ amount only 
to the fact that the man is bound by no 
restrictions, only the woman is. Left by 
their husbands, the women return to the 
village of their birth. They may live alone, 
but more often they move back with thdr 
father or brother. But they cannot do so 
as a matter of right—whatever the law 
may say and whatever sentimentalities 
may exist about joint families or brother- 
sister ties. Fighting for a share of the 
parental house or land as a matter of Iqgal 
right is out of the question for them at 
present, when it is from this very brother 
or father that they get whatever little 
protection they can secure from the con¬ 
stant village goondaism, from the hands 
and eyes that wander towards the single 
woman. And so they move in. But the 
days when such women could be reab¬ 
sorbed within a joint family have long 
vanished. The vast m^ority of houses are 
small and crowded, some unbearably to. 
The brother has his wife and family to 
press their needs. The returned sis- 
ter/daughter is pressured to leave; made 
to feel an unwanted burden. In the mid- 
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die caste families with their ideas of 
respectability, she is made to feel a social 
disgrace. 

And always, by right, the house belongs 
to the man, to the son. There are even 
many cases where such returned daughters 
are the ones who cook for and feed their 
parents, while brothers live elsewhere— 
but knowing always that once the father 
dies, the first right to the house will be 
that of the brother. 

Yet, as such women fight for survival, 
their daily struggle for existence is con¬ 
stituting a new social force. 

This fight goes on at many levels. On 
one hand, they try to get some share in 
whatever little of the government welfare 
machinery reaches the villages. This can 
be seen in areas like Sangli district, for 
instance, where rural ‘mahila mandats’ 
have grown manifold in number in the last 
several years and where parityakta women 
provide the largest section of membership 
crying out for employment and welfare 
schemes. But in this fight they are vciy 
much disadvantaged. The main problem 
is that all major programmes are given in 
the name of ‘head of household’ and 
)vomen are never recognised as household 
head when there is any man around, but 
included as ‘dependents’ subsumed under 
a father/brother/uncle as head—even 
when they are getting no economic sup¬ 
port at all from these men. The concrete 
expression of this is that their names are 
included in the ration card of the latter, 
and the village accountant refuses to give 
them a separate ration card. (This is one 
reason, for instance, while major schemes 
like IRDP have managed to include only 
15 per cent women beneficiaries by 
1986-87, even though the official target is 
30 per cent women beneficiaries.)^ 

Urey also fight tlwir maintenance cases. 
Oo to any taluka court and the lawyers 
will tell you of the vastly growing numbers 
of maintenance cases in the last few years. 
This massive.fight of individual women 
to win whatever the existing law allows 
them from tkvorced husbands goes on 
from the level of the rich or urbanised 
women to the poorest of the rural poor, 
and it is the sociai force that stands behind 
the eruptions sm in the Shahbano case 
and the increasing efforts of feminist 
lawyers and women’g groups to formulate 
better laws. Again, women struggle from 
a highly disadvantaged position. They 
have little knowledge of the law; and due 
to the n^ative nature of the propaganda 
about common civil code, most Muslim 
women do not know that they have any 
rights at aU. Govemment-provi^ lawyers 
for the poor are rarely energetic, and ‘free 
legal aid’ is never free Having foregone 
many di^s’ wages, made arduous journeys 
to taluka courts, paid out money for 


‘stamps’ and ‘court fees’, a woman may 
finally be awarded a maintenance of 
Rs SO to ISO. Then the husband refuses 
to pay. What can be done? Court orders 
go out. Arrest warrants are served.' The 
husband is even sent to jail.- (That delin¬ 
quent husbands from rural areas are now 
being sent to jail, at least in western 
Maharashtra, shows some of the advance 
of this .silent, individually carried out but 
massive legal struggle.) But this is of lit¬ 
tle use to the woman. Next, there is a 
legally defined step: that the husband’s 
immovable property be confiscated and 
auctioned and she be paid out of this. But 
this requires action by a district collector, 
and there is no district, to our knowledge, 
where such action has been taken. 

That this legal fight is one in which real 
material factors are involved, that its 
stake.^ are the shifting of the balance of 
power between husband and wife in socie¬ 
ty, can be seen from the intensity with 
which it is often carried out. In a recent 
Sangli case Vimal, an activist of Stri 
Mukti Sangarsh, had finally been award¬ 
ed a Rs iOO maintenance from her hus¬ 
band (of upper middle peasant back¬ 
ground) who had left her six years ago for 
another woman. Refusing to pay, he was 
served with a warrant. Then he and his 
father decided that they were ready ‘to 
take Vimal hom^and not simply to take 
her back; it was practically a kidnap at¬ 
tempt that was made. Attempting to cash 
in on the influence of a local political 
leader, they came in a jeep to Vimal’s 
village looking for her. Vimal, both un¬ 
willing and actually afraid of being beaten 
or killed if she went back, made herself 
unavailable. Finally, after another jeep 
visit and pressure on local women activists 
to ‘compromise’ the case, it was clear that 
Vimal had the support of the organised 
women and male activists of her own 
village—and the pressure eased up. Had 
this support not been there, Vimal’s case 
would have been ‘compromised’, i e, she 
would have been forced back into a life 
of at best humiliation and at worst a 
threat of death. Indeed the case saw 
throughout the expression of two conflic¬ 
ting views of women’s position—the right 
to live independently versus the rtill live 
ideology that a woman’s place is with her 
husband: “she may get beaten, she may 
get killed; but she should be there!’ 

The context, of course, was the very 
material factor of Rs 300 per month. 
Should average maintenance scales rise to 
this level it would be in fact a major 
victory—not so dissimilar to more herald¬ 
ed struggles of unorganised sector workers 
for higher wages. But in contrast even to 
wage workers of the unorganised sector, 
the fight of women for the tight to sur¬ 
vival (through maintena.ice and govern¬ 


ment welfare) has gone on without orga¬ 
nised support, without the backing of 
political parties, without social 
recognition. 

ORGANISLIJ STRUGGl-fc BEGINS 

% 

Men and women activists of Mukti 
Sangarsh, working primarily in the 
drought-prone areas of Sangli district, 
became aware of the growing numbers of 
divorced/deserted women in the last few 
years, and their .spread across all castes 
and religious groups. Another aspect also 
appeared in their work; the militancy of 
these women, who tend to provide the 
vanguard of toiling women's struggles 
everywhere. In some villages, such as 
Balawadi, it was in fact a core of 
parityakta women from mixed 
Dalit/Maratha/Muslim backgrounds who 
led women’s participation in the struggle 
for the peasant-built “Bali Raja Memorial 
Dam!’ 

For some months a survey was carried 
out in villages of the two talukas where 
Mukti Sangarsh and related organisations 
had long been working. Then Stri Mukti 
Sangarsh activists moved into new areas, 
in particular the central irrigated talukas 
of Walwa and Karad, where little organis¬ 
ed popular .struggles have eixsted up to 
now. Here contact was through mahila 
mandals registered with the Social Welfare 
Department—and the emthusiasm that 
often resulted was surprising. Even with 
this government-registered, supposedly 
‘reformist’ organisations, a good deal of 
militancy was evident; the fact was that 
their base was among the rural poor. In 
many cases the ‘presidents’ of the man¬ 
dals (often but by no means always, from 
rich peasant families) provided support; 
in others, the militancy of the women 
pushed them on. 

Other experiences showed both the 
economic differentiation among men and 
women of the same caste and the degree 
to which women’s marital status defines 
both 'class’ and ‘caste status’. In Karad 
taluka, Usha Nikam, an SMS activist, had 
long been leading militant struggles in her 
own village of Indoli. With the new cam¬ 
paign she and others organised a tour of 
neighbouring villages. Here,' activists 
found many of Ushatai’s relatives—but 
while these high-status Marathas provid¬ 
ed tea and sympathy, they were of little 
use to organising women’s meetings, due 
to the gosha (purdah) tendency to keep 
women in the house. Yet Indoli’s Akkatai 
Nikam—of the same cast and clan but 
parityakta for twenty years—turned out 
to be the key organiser, moving out and 
gathering in women met through contacts 
of her own that she had in all the villages 
as a result of her work as a dai in the In¬ 
doli clinic. 
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After two ten-day tours, a conference 
of pariiyakta women was organised in 
Vita on ^ptetnber 25,1988 with a turnout 
of 600 women from the two districts of 
Satara and Sangli, not to mention 
representatives from many women’s 
organisations throughout Maharashtra. It 
adopted a series of resolutions, mainly 
aimed at the state where the most im¬ 
mediate practical struggle can be carried 
on: the women demanded housing, free 
education facilities (including uniforms, 
books and hostel facilities) for their 
children, application of belOw-poverty 
line programmes, employment in expand¬ 
ed social forestry village-level nurseries, 
free legal facilities for maintenance cases, 
and setting up of women’s cells in police 
stations. And it resolved that if delega¬ 
tions of women to the district collectors 
gave no satisfactory result, to organise a 
dharna campaign on the demands. 

In one level the Vita conference has 
been one of a growing number of meet¬ 
ings of such divorced/dc.serted women. 
The first had been at Sangamner in 
March, sponsored by the Samta Andolan. 
On October IS a meeting of Hindu and 
Muslim divorced women was held in 
Nasik. And finally Poona itself—which 


has some claims to being a centre of the 
women’s movement in Maharashtra—saw 
a conference of single or ‘unconquered’ 
(aparajit) women sponsored by the Nari 
Samta Manch on January 14-15, 1989. 

But the Vita conference differed in 
crucial ways. None of the other con¬ 
ferences had moved out into the villages 
to mobilise; none had taken their con¬ 
ference resolutions as a basis for organis¬ 
ing a struggle campaign. The Poona con¬ 
ference, which reflected most strongly 
u[ban feminist tendencies, gave a good 
deal of attention to proclaiming the 
legitimate right of women to live a.s single 
women, independently—but without ac¬ 
tive consideration as to how to establish 
the material basis for this. Indeed the 
dislike of many feminists for the ‘negative’ 
nature of the term parityakta and the call 
for alternatives such as ektya or aparajit 
reflects an idealism which ignores the fact 
that the very existence of the divorc¬ 
ed/deserted women is negative, and that 
there is no point in changing the ter¬ 
minology very much until one can fina a 
way to change the social reality. A com¬ 
parison with the Dalit movement might 
well be made; Ambedkar himself had no 
hesitation in describing himself as ‘un¬ 


touchable’ and ‘Dalit’ while Jeading 
organised Hghts to change that reality— 
and bitterly rejected the illusoriness of 
terms such as ‘Harijan*. 

It was somewhat in this spirit that Stri 
Mukti Sangarsh activists began a cam¬ 
paign that they realised from the begin¬ 
ning would have to go to the state level 
or beyond. After two delegations to the 
Sangli and one to the Satara district col¬ 
lector, a shibir of activists was held at 
Walwa on December 31-January 1. It was' 
well-attended, with 70 representatives 
from Karad, Koregaon, Walwa, Khanapur 
and Thsgaon talukas of the two districts. 
Women discussed not only the parityakta 
campaign but also such issues as an 
equalitarian civil code that would ensure 
women inheritance rights, and organisa¬ 
tion of struggles on village issues ranging 
from drinking water to ST facilities and 
women’s political participation. (The lat¬ 
ter discussion was in the context of 
Benar.ir Bhutto’s electoral victory, last 
year’s programme of 100 per cent women 
panels for zilla parishad elections and re¬ 
cent Congress soundings about 30 per 
cent reserved seats for women—and the 
participants’ reactions were interesting: 
“Why 30 per cent? Why not 50 per 
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cent—equal rights!” “No, we don’t need 
reservations, we’ll fight under our own 
power. Women’s panels!”) Finally, a 
'Parityakta Women’s Committee’ of 
taluka-level representatives was set up and 
the dharna was decided as an indefinite 
one to be held in mid-February. Its suc¬ 
cessful conclusion brought the first stage 
of the campaign to its end 

Roads Am Atj I OK iiii Womiss 
MovtMiNt 

Recently a good deal of debate has been 
taking place with regard to the women’s 
movement and the issues it has been tak¬ 
ing up. There has been a feeling we hSve 
been fighting only on negatise (anti- 
atrocity) or superficial issues, “attacking 
the symptoms but not the disease itself' 
Controversy has been raised even over the 
anii-amniocentisis campaign, and 
Manushi editor Madliu Kishwai (a 
feminist of undi.sputed credentials who 
takes a stance of disdaining the term) has 
argued that the now-established opposi¬ 
tion to dowry is useless and even harm¬ 
ful in sending women without resources 
into in-laws’ homes; that the only fun¬ 
damental wav to deal with the issue is to 
establish women’s inheritance rights. And 
it is true that much energy (though 
unavoidable energy given the starkness ol 
the cases) has gone into fighting fndivi 
dual atrocities; that too often efforts art- 
focused on getttng the state to pass more 
legislation wtthout any thought about 
how legislation is going to be implemented 
or what the consequence will be of giv¬ 
ing more police powers to the state to 
I regulate family choices; and that too many 
women activists tend to be satisfied simply 
with strong resolutions passed at con¬ 
ferences without much concern for pro¬ 
grammes of struggle to iiuplemcnt them. 

But the i.ssue is not after all simple’.' 
How can one practically organise to get 
land or property rights for women? How 
can the women’s movement attack ‘the 
disease itseiF? 

In fact, there do seem to ne two im¬ 
mediate and possible ways to get at the 
root of the patriarchal system. 

One deals with the question of political 
F)ower. An organised drive for women’s 
power at the gram panchayat/zilla 
parishad level would not only help to 
break male monopoly and give women a 
footing to take up women-orienied 
development programmes and combat 
goondaism—it is also eminently possible. 
Women are ready to come forward; peo¬ 
ple (progressive men included) are ready 
to elect them—M even a recent all-women 
gram panchayat chosen in Madhya 
Pradesh indicates. The 30 per cent pro¬ 


posal of reserved seats by the Congress is 
a buy-off effort; but the only way to com¬ 
bat it is for progressive political parties to 
do something more than this The real 
question in lact is the readiness of politi¬ 
cal parties themselves to hold down their 
‘aspiring’ male activists to give tickets to 
women—and the readiness (and ability) 
of established women leaders within these 
parties to fight for women in the party 
(and not just to fight for their party’s 
leadership among women). In any ca.sc, 
women are moving forward in politics— 
with or without the parties. 

A second campaign attacking fun¬ 
damentals IS the parityakta women’s 
movement. This aims at breaking the 
strangleliold ol the patrilinear, patrilocal 
la.'iiily by establishing an economic base 
and social leimimacy for women to live 
singly, in fact, only when the capacity of 
women to live outside the household is 
established will it be possible for them to 
icalls improve their situation within the 
family This is much more than an emo¬ 
tional, idealistic matter of ‘mental re.solu- 
tion’. To take an example, if a bride harass¬ 
ed and beaten lor mote dowry knows that 
she really has a permanent alternative lor 
survival without being forced to go back 
to hei father (if she knows that she can 
find housing, gel a job, get welfare, get 
hci children educated), she will be much 
more able to stand up foi her rights. II 
men know, to take another aspect, that 
they will be forced to pay serious levels of 
maintenance, then they will think at least 
twice about making casual marriages or 
sending wives home in the heedless way 
some have been doing. 

In this sense, the Sangli-Sataru women 
have shown a load forward. And it has 
to be said that activists have learned much 
in the course of the campaign, both about 
the militancy of the women themselves 
and the concrete lo'rms the struggle will 
lake. It has also become clear, with the 
participation ol both Hindu and Muslim 
women, and ol all castes, that the cam¬ 
paign itself i!>an anti-communal force. 
The negative lactor about many calls for 
a ’common civil code’ or on the issue of 
women divorced through talak is that thev 
have provided a handle for Hindu fun 
damentalists; ;he situation of the 
parityakta women in contrast ma).‘ it 
painfully clear that Hindu and Muslim 
women share a common position as vic¬ 
tims of a very Brahmanic patriii- 
ncar/patrilocai family sy-stem. 

However, about as much has been done 
at the district level as is possible; future 
struggles will have to be mobilised at the 
state level and with the activ e co-operation 
of many women’s orga:-, utions. There ari 
three concrete steps (besides for women 


fighting maintenance cases and for revis¬ 
ing existing laws in their favour) involved 
in establishing an economic basis for 
divoiccd/deser'.ed women: 

1 The first is to help them secure 
recognition as ‘head of household’, con¬ 
cretely by getting a separate ration card 
with the necessary proof being the ex¬ 
istence of a separate chula. Active support 
at the village level by women’s organisa¬ 
tions and other social activists can be 
helpful here. 

2 The second is the official revision of 
the lists of ‘homeless’ and ‘landless’ and 
of households ‘below the poverty line’. 
The vast majority of female-headed 
families will automatically be included in 
these if male bias is removed. (An 
awareness of the reality of parityakta 
women will help in this.) This requires 
state-level action and will take a good deal 
of organised pressure. 

.3 The third is getting government 
priority in all welfare and developmental 
programmes for giving houses, loans, pen¬ 
sions, etc. to such ‘female-headed 
households’. And this again will take 
organised mobilisation and piessiire from 
all women’s organisations, especially those 
working in rural areas. 

The growing numbers of divorc- 
cd/deserted women to be found in every 
village indicate the way in which economic 
crisis and patriarchy are leading to cracks 
in the traditional family system, in the 
context of increased national discussion 
(seen with the ‘National Perspective Plan 
tor Women’ and the Shram Shakti report 
on unorganised sector women workers) on 
meeting fundamental needs of poor and 
rural women, this should be taken as an 
opportunity, and not a situation to be 
lamented. Women themselves arc fighting 
for their existence and recognition; the 
task is to help them organise the struggle. 

Notes 

1 Cued III Shoblia Bhagwal (ed). Dahl 
Purushaneva Almacari Kalhil Siri-Pralima 
(Sin Vain, 1987) pp 34-,1J. U has to be noted 
lhai this situation holds in spue of 
Ambedkar’s role in reform of the traditional 
Hindu law; in this respect ii has to be said 
that Manu has still triumphed over 
Ambedkar. 

2 Sec Shram Shakti: Report oj the ‘National 
Commission on Self-Employed Womeifemd 
Women m the Informal Sector, p 81 
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World Debt, the European 
Challenge and 1992 

Andre (Sunder Frank 


The continuing world economic crisis, and particularly its 
expression thiough the still growing world debt crisis, offer new 
alternatives for Europe. These go beyond the oft-heralded 
unification ol the European Community’s Common Market in 
1992. They pose the prospects for a more united Europe, east and 
west, north and south. 


W't rnav distin(!uish general .ind speeil’ie 
causes and consequences of the world 
debt crisis. The gencial causes deiive Iroin 
the structure and operation ol the capita¬ 
list vsoild econoinv. It is chaiacterised by 
a siiuctuie of inequality between north 
and south, rich and poor, etc, and a pro¬ 
cess of uneven cyclical devclopiuent ovei 
time, Adam Smith, writing during one of 
the world economy’s periods ol long 
economic crisis in \llh, remarked on the 
incica.se ol the supply ol money and 
credii/debt in response to the decline m 
the rate of profit. 1 he pile up ol debt, he 
wiote. threatened a concomitantly longer 
chain of bigger bankruptcies. Smith also 
lamented the “dreadful misfortunes" 
suffered by what is nosy the third world 
periphery. 

1 ,ike all previous woi Id economic cri.ses, 
the present one, which started in 1%7, has 
also generated both phenomena already 
noted by Smith. The crisis motivated an 
enormous increase in the supply ol money 
and credit/debi in the centre. The crisis 
also occasioned a significant increase m 
the drain of capital from part of the 
periphery of the world economy, which 
again increased the 'dreadful misfortunes’ 
there. Moreover, these two developments 
were also related to each other 

The specific causes of the current debt 
result from the loans to/borrowing by 
especially the third world in the 1970s and 
the United States in the 1980s of this new 
money and credit. In addition, most coun¬ 
tries east, west and south are now plagued 
by domestic fiscal deficits and public debt 
to cover it Corporate and private con¬ 
sumer debt have also increased enormous¬ 
ly. In the 1970s. declining investment and 
e.\port demand in the west espiecially since 
the .ses'cre 197.7-7.S recession, was partially 
compensated by increased exports to the 
third world south and the socialist east. 
Supply side cuts m production costs were 
promoted through export-led growth in 
the south and import-led growth in the 
ea.st. Both reqtnred financing, which was 
profitably supplied through loans by 
western banks. Western industry was in¬ 


vesting and therefore borrowing less, 
because of low capacity utilisation and 
low piofits. Therefore, western banks were 
anxious to replace their loans in the west 
by loans to the south and east, which 
wanted to promote imports and exports 
This arrangement was satisfactory to all 
concerned until the once again nioic 
severe 1979-82 recession resulted in the 
combination of increased costs and reduc¬ 
ed capacity to service the debts. The cost 
increase was due to the rise of interest 
rates and the dollar (in which most loans/ 
debts were denominated). These were 
driven up by the US monetarist policy 
response to recession and inflation in 
1979. The reduced capacity to service the 
debts was due to the recession-induced 
decline in commodities exports and prices. 
Moreover, the overextended banks’ deci¬ 
sion to restrict further loans to the south 
and east also reduced the latter’s capacity 
to service old debts by incurring new ones. 
Ihe result was the outbreak of the (first 
liquidity, then solvency) third world debt 
crisis in 1981-82... and the transfer of the 
ring around the rosy carousel of making 
loans to the United States instead. 

'lo keep the world economy afloat dur¬ 
ing the still deepening world economic 
crisis in face of the debt crisis in the third 
world, debt finance-switched to the United 
States instead. Domestic federal, state, 
municipal; corporate; consumer; and 
foreign debt in the United States all in¬ 
creased far lastcr than before and than 
CiNP in what Business Week in 1985 call¬ 
ed the ‘Casino Society’. Still the world’s 
largest creditor in 1982, by 1985 the US 
became the world’s largest debtor. By 
1987, its foreign debt exceeded that of all 
l.atin America combined. By 1990, the US 
foreign debt is likely to be greater than 
that of all the third world put together. 

The book and article titles by some 
American establishment figures sum up: 
‘On the Brink' (New York Financier Felix 
Rohatyn in the New York Review of 
Books), ‘The Morning After’ (former US 
secretary of commerce Peter Petersen in 
the Atlantic Monthly) and the book by 


The Wall Street Journal's financial colum¬ 
nist, Alfred Malabre, Jr, Beyond Our 
Means. How America’s Long Years of 
Debt, Deficits and Reckless Borrowing 
Now Threaten lo Overwhelm Us... and 
the rest of the world, if and when (volun¬ 
tary) Japanese, European .. .and (forced) 
third world savings stop financing 
American undersaving/overconsumption. 

The titles of some American books and 
articles published in 1988 reflect the grow¬ 
ing apprehension: The Debt Threat (Con- 
gdon). On Borrowed r/me (Petersen and 
Howe), The Economic Time Bomb 
(Browne), The S and L [Stfv/ng.v and 
l.oan\ Mess (Yang and Gleckman), When 
the Bottom Drops (Silver), H'hat's Next? 
(Erdman), Surviving the Great Depression 
of 1990 (Batra), The Decline and Crash 
of the American Economy (Kurtzman), 
Decline of the Superpowers (L.axer). On 
the same theme, 1 have myself published 
among others Can the Debt Bomb Be 
Defused? (1984), Is the Reagarl Recovery 
the Calm Before the Storm? (1986), The 
Perils of Economic Ramboism: The Next 
Recession Threatens Deflation and 
Depression (1987), and American Roulette 
in the Clobonomic Casino: Retrospect 
and Prospect on the World Economic 
Crisis Today (1988). 

The general consequences of debt nor¬ 
mally are deflation and depression, when 
the speculative bubble bursts. Then,--the 
financial economy reverberates back onto 
the real economy to drive real investment, 
production, employment, and consump¬ 
tion even further down. Moreover, each 
such general world economic downturn 
also exacerbates the ‘dreadful misfortunes’ 
in at least pan of the third world 
periphery. The latter is then forced to save 
on consumption and to export its own 
capital to promote recovery in (he world 
economic centre. 

Latin Americas Debt Crisis 

The specific consequences of this debt 
crisis so far have been depression and 
misery in Latin America, Africa, and pan 
of Asia, which is already worse than that 
of the 1930s. Latin America’s growth and 
development has lost a decade, setting it 
back to the 1970s. Africa has been set 
back two decades to or below the income 
levels at the time of independence in the 
1960s. Peoples impons, investment, pro¬ 
duction, consumption and even social 
reproduction (through plq^ical disinvest¬ 
ment and social services) have been 
drastically cut and the environment is be¬ 
ing dangerously degraded. All this is so 
as to generate export surpluses to pay in¬ 
terest on their countries’ foreign and 
domestic debt. Compared to Germany’s 
World War I reparations debt service of 
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25 per cent of export earnings and an 
average of 2 per cent of GNP during the 
1920s (rising to a maximum of 3.5 per cent 
in 1929-31), Latin American countries 
have since 1983 been transferring abroad 
often over 60 per cent and up to 100 per 
cent of their export earnings, and an 
average of 6 per cent and up to 10 per cent 
of their GNP. 

This results in a capital transfer from 
third world poor to western rich of some 
US$ 120 billion per annum, or over $ 700 
billion since the debt crisis erupted. As a 
result, per capita incomes on the average 
declined IS per cent in l.atin America and 
25 per cent in Africa. Brazil’s national in¬ 
come has reached its 1981 level only once, 
in 1985. However, average declines in na¬ 
tional income have been maldistributed to 
fall with disproportionately greater weight 
on the poorest of the poor. Ihcreforc. 
their already low level of employment and 
living has been depressed even further by 
the third w'orld debt crisis. The day ap¬ 
proaches—probably in the next reces¬ 
sion—when western banks, government 
and IMF requests for further belt- 
tightening in the third world will be 
answered by “I can’t. I already ate it 
Vesterdayf’ The recent riots and death toll 
in Venezuela put western banks and 
governments on iiotica Then, US secretaty 
of the treasury Brady finally announced 
the intention, but not yet a plan, to replace 
the Baker Plan, which increased third 
world debts still luither, by his own ‘plan’ 
to reduce them somewhat. 

In the west, thts debt crisis has benefited 
(big) banks at the expense of .small (who 
were sacrificed to the big) and industry 
(which lost export markets), woikers (who 
lost jobs in export industries), and especi¬ 
ally US farmers (who lost export markets 
and had to compete with greater third 
world commodity exports at lowered 
prices). Playing American roulette in (he 
global casino has also benefited some 
American consumers and some busines- 
ses —especially defence contractors—at 
the expenses of Japanese and European 
savers, who have financed the American 
budget and trade deficits. 

However, any attempt to make the 
Americans service, let alone repay, their 
foreign debts through Latin .American- 
style belt-tightening in and export 
surpluses from the United States is unlike¬ 
ly to overcome the political and economic 
obstacles. It will be politically much more 
difficult or impossible to impose such 
forced saving on north Americans than it 
was on Latin Americans. It will also be 
economically much more difficult or im¬ 
possible for the rest of the world to sus¬ 
tain an American export surplus or even 
the loss of the American import market 
to the European, Japanese and east Asian 


NICs’own exports. Therefor^ much of 
the American debt is likely to go unpaid 
in reality or even to be unserviced de facia 
The only possibilities to deal with the 
American debt arc a continual toll ovci, 
throwing good money after bad, and or 
bankruptcies and partial outright delaults, 
or an inflationary devaluation of the 
dollar. However, all of these reduce the 
real value of the debt, w hich can ihcrcloic 
never be fully repaid. 

The next recession—the fifth in the pre¬ 
sent world economic crisis-^-ihicatcns to 

• 

exacerbate all these imbalances and to ac¬ 
celerate then resolution by sucking the 
world economy into the black hole of debt 
(to use the expicssion of MIT economist 
Ijcster Thurow). The acciiinulalion ot 
domestic and loreign debt in many paits 
of the world is likely to inhibit further 
rellaiionary linance to combat recession 
just when it is most needed. That would 
be in the next recession, among othei 
things to foicstall the bankruptcies ol 
junk bond financed corporations and 
banks dependent on interbank loans, 
which Adnni Smith already feared. Who 
then will replace the United States as the 
borrower of last resort? 

The continuing world economic crisis 
is exacerbating the accumulated regional 
and sectorial imbalances especially among 
the world’s major trading regions of 
America, Europe, Japan and their thiid 
world and socialist trading partners. They 
will find it ever more difficult to manage 
the growing contlicts between financial 
debt speculation and real economic pro¬ 
ductive investment, with the already coii- 
(licting monctaiy, fiscal, exchange rate, 
trade, security and other policies. Thcrc- 
lore, another (again more sevcic?) reces¬ 
sion threatens also to spark another (also 
more acute?) crisis within the ciisis. (Jnc 
possible lesoluiioii will be the increasing 
iico-mercantilist icgioiialisation of the 
world economy in dollai, yen and iiiaik 
zones aridAir trading (and political?) 
blocs. 

At the same time, nearly all the growth 
in American loicign trade during the 
1980s has been across the l^cific. This 
reflects the-tendeiitial shift of the world 
economy’s centie of gravity fiom the 
Atlantic to the Eacific region. The propos¬ 
ed stronger uniEcation of the (west) Euro¬ 
pean community in 1992 must be con¬ 
sidered against this short-term cyclical and 
long-term tendential backgiound. All 
these developments and others to be con¬ 
sidered below lend further support to 
the thesis of my book The European 
Challenge, since it was first published in 
1983. 

Recent developments have further ag¬ 
gravated the economic conflicts of in¬ 
terests among the transatlantic and other 


western allies. These conflidts are econo¬ 
mic and increasingly political. The econo¬ 
mic conflicts range over trade, monetary 
and fiscal policies that affect exchange 
rates, exports, interest rates, capital flows, 
and economic and technological competi¬ 
tion Political conflicts of interest express 
thein.selves principally in disputes about 
‘burden sharing' for defence and through 
NATX) strategic and tactical defence issues. 

On the western economic front, rising 
debt has virtpally exhausted domestic 
monetary and fiscal policies just to sustain 
the cyclical recovery. Moreover, interna¬ 
tional co-oidination ot these policies has 
VO far proven impossible. The next reces¬ 
sion in 1989-90 will turthei aggravate these 
problems and sharpen these conflicts. A 
sliaip lecession would luither paralyse 
iiioiictaiy and fiscal policies and their co¬ 
ordination just when they will he most 
needed to prevent lecession liom turning 
inlo depression. Western Europe may lose 
some ol the .^mencan market on which 
It IS so dependent Europe will also face 
incicasing competition on the woild 
market Irom Japan and, with a devalued 
dollai. from the US itself I herefore, 
western Euiopc will iiKieasinglv need 
more (tiadiiional?) ni.iikets in eastern 
l iiiope and the Soviet Union, and per¬ 
haps in tile middle east and .Africa 

SHVII 1 I \IO\ \M) ( .\SI Ul.RdPl- 

1 he Soviet and east European econo¬ 
mics have also been weakened rather than 
stiengthened, despite some highei growth 
rales in lecent yeais. Kumaiiia and Yugos¬ 
lavia have enicied economic and possibly 
political crises reminiscent of the earlier 
Polish one. Poland itself has been unable 
to proceed with the necessary economic 
reloims, and the December 1987 vote 
against the govcinment refeicndum on 
reforms, further met eases the difficulties 
of lesliucturiiig and belt tightening. The 
government concession in 1989 to legalise 
Solidaino/ and to hold elections may be 
more ol a step to ward off total break¬ 
down than one toward resolution of the 
ensis. The previously exemplary Hungarian 
economy has also entered an aggravated 
ciisis phase. The Bulgarian, Czech, and 
E.asi Cierniaii economies are still floating 
and expectant of developments in the 
Soviet Union. There most dramatically, 
(ioibachcv has introduced economic 
perestroika and political glasnqst (which 
is necessary to make the former possible) 
III response to the critical state of the 
domestic Soviet economy and its (in)abili- 
ty to compete internationally. China 
already made enormous strides in the 
same economic and |voUtical reform direc¬ 
tion since 1978. Deng Xiaoping managed 
to install a new reformist leadership at the 
1987 party congress, yet even it called for 
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a slowdown of reforms at the 1989 
congress. 

In the Soviet Union, Gorbachev himself 
speaks of the need for a second revolu¬ 
tion, However, it remains uncertain to 
what extent he will be successful or 
whether he can him.self even survive the 
domestic, social and political costs of his 
revolutionary attempt. His economic, not 
to mention the related political and na¬ 
tionalist, problems are daunting: How to 
(perestroika) restructure the economy with 
the inherited price system? How to change 
the price system (just postponed) and 
simultaneously reduce the budget deficit 
(which is pro(H)rtionalely twice as high as 
the American one)? How to make the rou¬ 
ble convertible without first changing the 
domestic price system? Most important, 
how to produce immediate economic 
benefits to the population from pcre.st- 
roika, before the therefore necessary glas- 
no.sl (and the resulting expression of na¬ 
tionalist resentments) dethrone Gorbachev 
and reverse perestroika itself? 

What is certain is that western (especial¬ 
ly Kuropean) economic and perhaps 
political co-operation will be neccs.sary 
throughout ca.sicrn Europe and the Soviet 
Union to minimise their own domestic 
.social and perhaps political costs of 
restructuring and transition. Therefore, 
the European challenge is vital in eastern 
Europe and the Soviet Union as well, so 
much so that Gorbachev now insists on 
talking about “our common European 
home” 

The.sc and other domestic economic 
and international political reasons have 
led Gorbachev also to launch a wide- 
ranging diplomatic offensive to improve 
international economic, political and 
strategic relations in the world and in 
Europe. So far, its most .dramatic result 
has been the double /.ero INF treaty to 
destroy all medium range nuclear missiles 
in Europe. Massive reductions in .strategic 
arms have already been proposed as 
START. Recent and proposed arms negoti¬ 
ations have been between the .Soviet 
Union and the United States, but they af¬ 
fect Europe in important ways. Withdrawal 
of nuclear arms stationed on European 
soil and verification thereof through in¬ 
spection vitally affect European countries 
interests and require their co-operation. 
Some argue that it is also a step towards 
‘decoupling’ Europe and America. 

Prospective arms proposals may be in¬ 
creasingly intra-European. Recent and 
po.ssiblc future Soviet proposals to Europe, 
which have already surfaced in Soviet 
declarations, may include a third zero 
elimination of all (short range and tac¬ 
tical) nuclear weapons stationed in 
Europe,, conventional arms reductions, 
foreign troop withdrawals, and replacing 


offensively capable weapons systems 
(tanks, etc) and military organisation by 
‘defensive defence’ capabilities only. In 
short, the Soviet Union and some others 
in eastern Europe have launched a broad 
diplomatic and arms redu.ction/peace of- 
len.sive to .strengthen political and econo¬ 
mic tics with western Europe. 

in both western and eastern Europe, ap¬ 
prehension of the other has noticeably 
softened in public opinion. West Euro¬ 
pean public opinion surveys show that 
threats of possible Soviet armed invasion 
are no longer credible to most Europeans, 
especially in Germany. There, widespread 
political resistance to NATO short-range 
nuclear arms modernisation proposals 
obliges Chancellor Kohl to seek a two-year 
postponement of any decision thereon. 
Kohl prefers to wait until after the next 
German elections, which he fears losing 
with any pro-modernisation platform. 

furthermore recent years have witness 
ed new or revived discussion of ‘central 
Europe’, ‘middle liuropc’ (with Germany 
in the middle), ‘Nordic Countries' in not 
them Europe, ‘southern Europe’, and ‘The 
Balkans’. However, these proposals are 
floated less through diplomatic or politi¬ 
cal, than through cultural channels. All 
of these economic, political, strategic, 
diplomatic, cultural and other develop¬ 
ments in the world and Europe make the 
European challenge and the thesis of in¬ 
creased east-west European co-operation 
or the ‘Europeanisation of Europe’ even 
more timely. 

Therefore however, the European 
challenge increasingly also poses a decisive 
choice between the alternatives of greater 
co-operation or confrontation between 
western and eastern Europe. More east- 
west European economic co-operation in 
response to the growing crisis in the world 
economy and transatlantic relations would 
benefit from political/strategic confidence 
building measures. But these would pro¬ 
bably preclude further military build-ups 
by the two blocs in Europe against each 
other. Therefore, it would be dangerous 
to strengthen a Franco-German nuclear 
and conventional military axis for security 
against an enemy in the east. This pro¬ 
posal, by among others Helmut Schmidt 
and Francois Mitterrand, would seem to 
be a mutually-exclusive political economic 
alternative to east-west European economic 
co-operation, not to mention military 
disengagement. Would not a Franco- 
German military build-up (a European 
military Keynesianism also in response to 
economic crisis?) preclude more signifi¬ 
cant ea.st-wcst European economic co¬ 
operation and military strategic 
disengagement, and vice versa? 

Posing this question also raises doubts 
about the European role/commitment of 


France. It has sought to be the privileged 
west European interlocutor with Russia/ 
Soviet Union since Czarist and also 
Gaullist times. France also attempts to tie 
Germany to itself in opposition (and alter¬ 
native?) to any German economic, let 
alone other, Ostpolitik. Indeed, the entire 
French political spectrum from right to 
left has been hostile to West German steps 
toward rapprochement (and God forbid 
reunification) with East Germany. More¬ 
over, the French also see East Ciermany 
as an outpost of or stand-in for the Soviet 
Union. Docs this French national policy 
and ns reliance on its nuclear force tie 
frappe (as its only antidote to German 
economic siicngth) bode ill for Europe as 
a whole? From this perspective, not Ger¬ 
many’s independent policies, nor Britain’s 
opposition to the European Monetary 
System and British Atlanticism, nor even 
American and Soviet reservations, but 
rather French national policies appear as 
the greatest obstacle to a Fu.opcan policy 
for a united Europe. 

Without a European polity o( its own, 
Furopc may however fall between two 
stools as a result of a po.ssible American- 
Soviet rapprochement. Wa.shington is 
already the locus of some talk about a 
possible US-Soviet alliance, which might 
tempt the USSR foi economic and/or 
strategic reasons. The March 1989 Kiss¬ 
inger proposal to cut an American-Soviet 
deal (a second Yalta?) over Europe may 
be a step in the direction of such a US- 
USSR entente. So may the April 1989 an¬ 
nouncements of proposed large invest¬ 
ments in the Sov'ict Union by a consor¬ 
tium of major American companies. The 
LInited States needs export markets, 
especially if it is to service any of its debt 
to Europe and Japan; but these capitalist 
market economies would be unable to ab¬ 
sorb such American exports. I f the deal 
could be (debt) financed however, ‘socia¬ 
list’ China and/or the Soviet Union could 
import these American exports! Where 
would that leave western and much of 
eastern Europe? 

Thus, strengthening the (west) European 
community in 1992 may but need not 
represent a step away from the United 
States. However, 1992 need not and should 
not build up barriers against eastern 
Europe and the Soviet Union. Still less 
should we allow 1992 to become a cover 
for French-led and Franco-German mili¬ 
tarisation of the west European economy— 
against the east. On the contrary, 1992 
represents a European challenge, which 
can and should be used to help unite and 
strengthen all of Europe, east and we.st, 
north and south, with a political Finno- 
Yugoslavisation of ea,stern Europe and a 
Swedo-Austrianisation of western Europe 
in our common European home. 
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REVIEWS 


The Welfare State Works 

Kaui>hik Banu 

The PoBsibility of Politics: A Study in the Politiral Economy of the 
Welfare State by Stein Ringen; Clarendon Press, Oxford; pp xi + 303, £ 27. 


POLITICAL interference in the market, 
with the ostensible aim of achieving greater 
equity and mitigating poverty, is not a re¬ 
cent phenomenon. Bismarck's proposal for 
introducing social insurance for workers in 
the German Reichsug dates back to I8R1. 
In southern India, in the state of Tfavancore. 
measures to improve the standard of living 
of the poor were taken even by the turn of 
the last century. But it is probably true that 
large-scale, systematic interference for 
reasons of.welfare is a post-world war II 
phenomenon. The concept of the welfare 
state had never been tried as systematically 
as it has in the last fifty odd years. Conse¬ 
quently, we are today in a position to in¬ 
vestigate empirically the question of whether 
the welfare state works or not. Such an in- 
yestigation is the central aim of Stem 
Ringen’s readable book. And since I do not 
intend to write this review in the style of a 
thriller I may as well begin by giving out 
Ringen’s answer: It works. 

The book is interspersed with political 
theory, sociological analysis, welfare econo¬ 
mics, and plenty of statistics from Scan¬ 
dinavia. Ringen consciously tries to skirt 
around some direct normative questions like: 


him—that of building up an excessively 
simplistic view of modern cconomics'and 
shooting it down. Thus, for instance, he 
remarks, "in neo-classical economic theory, 
perfect markets by definition co-ordinate 
economic activity so thpt resources are used 
optimally Since real markets arc never 
perfect, there arc inefficiencies in real 
etonomicsV This gives a wrong impression 
of modern economic theory, which is in¬ 
creasingly concerned with imperfect markets. 
In fact some of the most valuable recent 
works have been on market abcrraiits like 
asymmetric information, moral hazard and 
adverse selection. 

Ringen treats political interventions as in¬ 
struments of achieving greater equity. But 
he does not seem to doubt that they give rise 
to inefficiencies. This is in fact a view that 
many economists would share with him. But 
to the extent that there can be many different 
sources of market inefficiencies (Ringen 
discusses three, sec pp l(M-4> political in¬ 


tervention could be used to curb the other 
causes of inefficiency. Hence, its net effect 
may be to curb total inefficiency instead of 
aggravating it. Moreover, what if the govern¬ 
ment intervenes to curb interventions by in¬ 
dividuals or groups which would otherwise 
occur and which have deleterious conse¬ 
quences on society? For example, declaring 
the possession of arms as illegal may actual¬ 
ly enhance individual freedom by curbing 
crimes and coercion at gunpoint. In brief 
what I am claiming is that economic theory, 
carefully interpreted, may play a supportive 
role to Ringen, instead of being a foe that 
needs to be defeated. 

Another area where the author addresses 
some abstract theoretical questions is in his 
discussion of poverty measurement and in¬ 
equality. These arc interesting chapters with 
a methodology that is quite novel. 

The final thesis—that the welfare state 
works—is driven home very well. I would 
have preferred however if the author also 
delved into the normative questions surroun¬ 
ding the welfare state. With such wealth of 
material on the subject amassed in this 
book. It would have been relatively easy for 
the author to go into some crucial ethical 
questions which have generally been debated 
so much in the abstract. My only complaint 
IS that he let his opportunity pass. 


In a Theoretical Vacuum 

Ashok Kudra 


Is greater equality desirable in the in¬ 
dustrialised countries? Or even: Is the 
welfare state superior to other isms? He is 
quite clear on this and states categorically 
that the “normative problem of goals is not 
discussed in this book”. Instead he examines 
whether the declared goals of the welfare 
state can be achieved and have been achiev¬ 
ed. Nevertheless his own position emerges 
gradually through the book, in remarks like 
Norway and Sweden have, for better or 
worse, highly advanced welfare states. I know 
these societies intimately.. Human rights 
are here firmly established,... and infringe¬ 
ments of civil freedoms loudly protested and 
effectively rejected. 

And again, 

1 am in no doubt that a good welfare state 
would enrich the society that implemented 
it and make it a better place for people to live. 
Instead of commenting evenhandedly 
across the pages of this book, let me com¬ 
ment on a few specific issues. In doing so, 
1 succumb to ray limitation—that of being 
an economist—and choose my themes 
accordingly. 

One issue to which the author turns time 
and again—and indeed in a work of this 
kind he has to—is the issue of government 
intervention and efficiency. Here he falls into 
the pitfall that too many have fallen before 


Women and Society in 
Raj; Ajanta Publications, 1987; Rs 250. 

THF.RE has been m India during the last 
few years a veritable spate of books in the 
area that has recently come to be known as 
women’s studies. We come to know from the 
book under review that efforts are being 
made to incorporate such studies in the 
university education of this country and thai 
the UGC. IS actively backing the effort. As 
a matter of fact, the book we are reviewing 
has been written as a “textbook with an 
imcr-disciplinary feminist perspective which 
could be useful tor undergraduate studies”. 

It is also stated in the Preface that the UGC 
had wanted the rc.scarch centre for women’s 
studies of the SNDT University to take up 
the work of preparing such a text. The book 
at hand is the result. 

The authors deserve praise for what 
should be recognised as a heroic attempt. It 
is difficult, however, to make any kind of an 
assessment of the attempt which may not 
anpear to be unfair. That is because we arc 
of the opinior that the very task of writing 
a textbook or the subject is somewhat pre¬ 
mature. As is stated in the introduction, in 
India, as in some other third world coun¬ 
tries, “unlike in the west... the emergence of 


Desai and Maithrcyi Krishna 

women’s studies has not been invariably the 
product of the movement outside the 
academia. As a result, many women’s .studies 
programmes have been introduced at the in¬ 
itiative from above”. This, in our opinion, 
is the crux of the mattci. We have begun by 
saying that there has been a spate o’f publica¬ 
tions by Indian authors on Indian women’s 
problems. let us now add that most of these 
woiks are of pretty mediocre standard. The 
very prospect of women’s studies courses 
being opened in a large number of univer¬ 
sities has been an active encouragement for 
mediocre researchers to write mediocre 
books and publishers to release them in the 
market in large numbers. This is no criticism 
especially directed at the literature of 
women’s studies in India. This is generally 
true of most textbooks in our country writ¬ 
ten speciFically for college and university 
students. It is well known that such books 
are generally penned by hack writers with 
very little of original thought of their own. 
That of course docs not necessarily make 
university courses go down in standard. For, 
the more serious students and teachers have 
always access to better quality books and 
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papers written by scholars and meant for the^ 
scholarly world in general. 

Women’s studies in India have from the 
very beginning been not the result of any 
spontaneous interests of scholars or activists. 
They have from the very beginning been hot- 
hou.sed by state patronage. State support for 
a good cause has of course nothing wiong 
about it. But that support has necessarily to 
be dished out bs the bureaucratic machinery 
of the state and that machinery in this coun¬ 
try is well known to make bad use of its 
power and distribute favours among the un¬ 
worthy. As such, lots of money has been in¬ 
vested by the state to subsidise second rate 
research. 

We must hasten at this stage to clarify that 
these strictures are not aimed at the volume 
under review. II that were our judgment we 
would not have picked on the volume to 
write a review of it. Incidentally, for the 
information of the reader, this particular 
volume was not handed over to the reviewer 
by the editor for doing a review. It is the 
reviewer who went out of his way to pick the 
volume out for doing a review of it, because, 
in his opinion, it is among the very best 
among the books on the subject in India. 
The strictures that we have passed on the 
spate of books currently flooding the market 
have been made for the express purpose of 
locating in them some of the limitations of 
the book and justifying our judgment of its 
claims to being a text as being unsustainable 

Hack textbooks are indeed poor. But not 
all textbooks arc hack. There are exceptions. 
The exceptions arc those that manage to put 
together the results of a considerable body 
of high level rcseaivh in a uniutry framework 
in somewhat .simplified, though not vulgari¬ 
sed, fashion. The present book fails to 
become a high quality textbook in that sense. 
How can it be otherwise? Where are the high 
quality researches the results of which can 
be synthesised and appropriately simplified 
to put into the matrix of the textbook 
format? 

The pioblcin is even deeper. The women's 
studies that have been carried out in India 
have been done in a theoretical and concep¬ 
tual vacuum This is admitted in the book 
itself when it refcis to "concern at the lack 
of conceptual discussion". The richness of 
feminist literature in the west lies precisely 
in its theoretical concern tor the understan¬ 
ding of the feminine condition in history. It 
is not that there is not a large volume of 
pedestrian studies in the west also. There are 
humdrum survc 7 s and journalistic ‘profiles', 
which provide the model for the bulk of 
Indian researches on the subject. But in the 
western case such empirical literature ac¬ 
quires value for being embedded in a solid 
crust of theoretical literature. In India, 
however, there has not only not been any in¬ 
digenous theoretical works, there has been 
a staunch refusal to learn from western 
theoreticians in the name of Indian or third 
world women’s problems being different 


from those of western women. This attitude 
has the appearance of a healthy desire for 
self-sufficiency and independence from col¬ 
onial thought-domination. The appearance, 
however, is false While there are problems 
particular to culture groups, there are also 
some problems which are universal in nature. 
If woman has to be the central object of a 
discipline to take its place alongside various 
other disciplines taught in universities, it has 
also to have some universality. It is not only 
that there cannot be anything like 'Indian 
mathematics’ or ‘Indian chemistry’, there 
cannot also be any sociology or history 
which is ‘Indian’ in its basic principles. It 
is the .same tools of historical analysis 
(whether Marxian or otherwise) that have 
to be applied to Indian history as well to 
European history; just as the same tools of 
economic analysts (whether neo-classical or 
otherwise) have to be applied to the econo¬ 
mics of Singapore and the Netherlands. The 
shallowness of this concept of region- 
specific theories is best exposed in the talk 
about “an Asian focus”. Surely, one would 
have thought that one had abandoned long 
back the phoney idea of an Orient. What 
is common between the Borkha clad Iranian 
women and the outgoing Thai women doing 
all kinds of work done by men in other 
countries? For that matter, even within 
India, there are fanta.stic varieties in the con¬ 
ditions of women and the distance between 
them within India is not much less than that 
between those in India as a whole or the 
‘orient’ as a whole and the ‘Occident’ as a 
whole! 

To come-back to the book in hand, the 
subject coverage itself is .somewhat arbitrary 
and incomplete, which is perhaps unavoida¬ 
ble. An omission which is too important to 
escape attention is that of law. The recent 
action of the government of putting the 
clock back in the notorious Shah Bano case 
has shattered our facile a.ssumption that in 
the eyes of law at least men and women are 
equal in India. In the name of personal laws 
specific to different communities, all kinds 
of medieval inequities are being harboured 
in our legal system. A chapter exposing the 
hidden truths in our law was highly essen¬ 
tial. The chapter on status could have been 
dropped without any loss. The attempt to 
compress all of our pre-colonial past into 
a single period effectively results in steam¬ 
rollering all changes over time and what is 
presented is all too well known, the position 
of women in atKiem India h’aving been a pet 
theme for decades among run-of-the-mill In¬ 
dologists. Even here there cannot but be 
inaccuracies. For instance, it is stated that 
the courtesan in ancient India “was stilt 
under male control and dominance". But 
surely Vasavdattas and Vasantasenas in our 
Sanskrit drama are shown to be wholly 
masters of their own selves? Again, Durga 
is depicted as malevolent which of course is 
confusing the radiant and benevolent incar¬ 
nation of Devi with her dark and malevolent 


incarnations, like Kali Chandi, Chamunda, 
etc. We cannot go into details. We are only 
pointing at the futility of compressing allof 
ihe past into a single period dealt with in 
a few brief pages. 

The chapters on economy, education and 
health contain a lot of useful statistics and 
any researcher would be glad to find them 
collected and put together in the way they 
are. But that is about all. The tables have 
been simply lifted out of other tables where 
data are presented in two columns, one for 
males and one for females. Suppressing the 
column for males and retaining the column 
for tcmales does not lend any kind of 
feminine perspective—a phrase which seems 
to be very much favoured bv the authors to 
'he data. 

As a matter of fact, what these chapters 
present are grim pictures of poverty, lack of 
education and the health conditions of the 
poor women of the country. This is a very 
common analytical weakness of most of the 
studies concerning Indian women. The bulk 
ol the population is poor, uneducated and 
under-nouiished. Women arc more so. 
Descriptions of the conditions of poor 
women quite often become no more than 
descriptions of poor people at large—male 
and I'emale both included. 1 he point we are 
trying to make is that most Indian studies 
of women tail to isolate the exploitation and 
oppression ol women qua women from 
exploitation and oppression of the poor in 
general. 

The chapters referred to in the book fail 
exactly in the same way. It is here that 
western feminist writers have succeeded 
superbly. Theie are also class and sectional 
differences in western societies. But western 
feminists have known how nut to confound 
the problem of women qua women with the 
problem of the exploited and oppressed in 
general. To make our point more explicit, the 
problem of being a woman is something that 
affects women of all classes, sometimes more 
acutely women of the upper classes. The 
daughter of the Nawab and the wife of the 
Maharajah of the past and the smart wife 
of the business executive and her jeans-clad 
daughter suffer no less deprivations for 
belonging to the second sex than women of 
lower ranks. This fact tends to get clouded 
by the preoccupation of Indian writers with 
poor women. Poverty, of course, is an im¬ 
portant subject for study and we are not in 
the least suggesting that the conditions of 
the poor do not deserve to be studied. What 
we are suggesting is that gender oppression 
is not best studied by restricting one’s en¬ 
quiry among women of the poor. 

It is no use lamenting that India has not 
produced a Simone de Beauvoir or even a 
Betty Friedan. There is, however, no justi¬ 
fication for not trying to go deep under the 
surface. Most Indian studies fail to reveal 
any attempt to search deeply. 
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From Tribal Community to Working Class 

Consciousness 

Case of Yerukula Women 

!Vf<‘cna Radhakrishna 

.Accounts in nationalist literature of the militant struggles of women tobacco workers in Guntur in 1938 led 
the writer to enquire into the social origins of these women. The trad led to a dramatic story of pre-colonial trade 
patterns, nj a tribal community engaged in long-distance transport, of the destruction of this means oj livelihood 
by economic changes consequent upon the establishment of British rule, of the stigmatisation of the group as 
a criminal tribe, of the confinement of families in a penal settlement, of the recruitment of the women for work 
in a tobacco factory, of their organisation in a trade union under communist auspices and oJ the final .success 
of the employer in splitting the men from the women on a hierarchical basis. 


THI', obiecl (il ihis papci is i« chan out the 
chances ip the posinon ol women belonging 
to a tribe* ol Madras presidency, Ycrukulas, 
ovci a period ol I wo eeniiines Ihe thrust 
of llie papei is towards the deseiiptnm, with 
the help ol this example, ol Ihe economic 
circumstances within which the unit ol social 
organisation (tribal eoiiiniiinity or lamily) 
is located, and towards the argument that 
a woman’s position within that unit changes 
according to the changing economic and 
historical phases of society 

In this case, a degree ol autonomy in 
social and cultural lile which was enjoyed 
by this communilv, and which was reflected 
in a particulai position ol women, was lost 
because ol intervention by the British Indian 
adininisiration in the early twentieth century. 

The paper is divided into five sections 
Section I describes the traditional means of 
livelihood ol the tribe as a whole, and the 
economic policies of the government which 
led to their giadual.dcstruction. Social prac 
tices of the lube, .specificallv m lelation to 
the women, arc briefly diseu.sscd. Section II 
deals with the break up of the community 
into famils units as a result of administrative 
measures ol the government, and the emer¬ 
gence ol a new' di\ ision of labour within the 
tamily Section III discusses the briel role 
played by women as the ptmctpal earners 
within the lamily, and lecounts the reasons 
loi Us discontinuance. .Section l\' concen¬ 
trates on the oiganisation ol women and 
men workcis, and tiisciisscs the reasons for 
its achieveinenis and subsequent breakup. 
Section V sums up the majoi conclusions 
ofIhe paper 

It may be mentioned heie that the above 
sections can be more oi less looked upon as 
tour pha.ses (chronologically speaking) in the 
life of a section of the tribe. There is no at¬ 
tempt to generalise on the basis ot the studs 
ol this section, which was subjected to pio- 
cesses not espeiienced by the entire tribe. 
Moreovci. the data souices are historical, 
and inlormation is not always available, nor 
always comparable lot all the phases. Il is 
still, however, possible to reach some con- 

• The word ‘tribe’ is used here despite its 
origins m colomal historiography because of 
the absence of a concise alternative. 


elusions about the position ot women wiihii, 
a section ol the tube. 

I 

Men and women o( the Yerukula tribe 
earned their livelihood as small tradeis in 
the coastal districts of Madras Presidency 
all through Ihe nineteenth century. This tribe, 
sections of which operated on a community 
ba.sis, moved from distiict to district, cai- 
rying salt Irom the coastal areas to the in¬ 
land di.stricts of the Presidency. Cirairi and 
other forest produce was brought Irom the 
inland districts and bartered in the coastal 
areas.' Donkeys and bullocks were used to 
carry the mcrchandi.se. Thus the tube was 
nomadic, with trading its principal means 
ol livelihood and as a supplementary activ'ity 
the tribe also made mats and baskets 

The tribal women participated in every 
trading ojicration Irading was carried on 
not on individual, or even family basis, but 
on a group or community basis. At that 
time, neiihei women nor men made indivi- 
duallv a.ssessabic contributions to the 
maintenance ol the epmmunity. 

The basis ol the trade practi.scd by this 
tribe was slcstroved by the salt policy ol the 
Biitish Inilian government introduced in the 
early l‘)th century; the iniroduciion of 
railwavs, and metalled roads; repealed 
lamincs; and the forest policy ol the govern¬ 
ment Briefly, the new salt policy raised the 
price of salt at the starting point—salt 
pans—so high that the Ycrukulas could no 
longer afford to purchase it in sufficient 
volume to maintain theii trade on the same 
scale as bclorc. I his price kept on increas¬ 
ing from 1805 onw;irds. By the 1870s, it had 
reached a point where the official Madras 
Salt Commission reported that it had 
become uneconomical for the tribe to con¬ 
tinue to carry on the trade in .valt.-' 

The introduction of a railway and road 
network, established in the ISWIs in the 
Presidency, was another major factor in 
destroying the trade. Carriage by bullocks 
could not compete with carriage by rail, and 
with wheel traffic by road.’ At the same 
time, large railway trading companies 
entered the salt trade, so that the Yerukula 
tribe was totally ousted from that trade.’' 


I he famines of 18.1.7, 1866, 1876 and final¬ 
ly of 1895, made gram an important item 
ol barter loi the Ycrukulas, scarce and ex¬ 
pensive. The way in which the famine situa*^ 
tioii was managed by the government, allow¬ 
ed grain to be hoarded by merchants.- The 
mam buyers of salt from Ycrukulas had been 
the poorci peasantry in remote areas. But 
they no longer held slocks of grain which 
they could barter for salt. More importantly 
Ihe cattle, posses.sed by the tribe, which serv¬ 
ed as their means of transport died in large 
numbers during the famines becau.se of fod- 
dci scarcity.'’ 1 astly, the forest policy in¬ 
ti oduced in the lasi quarter of the nineteenth 
century, which did not allow Ihe tribe to 
gathci forest produce (another item of 
barter), and inevcnted tlieii access to pasture 
land lor grazing their cattle, .served as a ma¬ 
jor factor in putting an end to the tribe’s 
trading possibilities 

The social pruciices of the tube during the 
period while they icmamcd traders give us 
ah insiglit info the general position held by 
women in the tribe. To begin with, a system 
of btide pris'c existed in the community at 
that time. This was very high (uplo Rs 70 
in 1871) and was always to be paid in the 
lorm ot donkeys and bullocks, rather than 
in cash. It was also, significantly, the same 
lor all the women, * Ihe animals, as in¬ 
dicated eurlici, were vital to the existence of 
the tribe as not only was the merchandise 
transported with theii help, but the nbmadic 
existence required all belongings to be ear¬ 
ned from place to place as well. 

The system ol bride price implies a high 
degree of eeonomic contribution by women 
to the trading community which has to be 
compensated when the woman leaves that 
community on marrying into another. In this 
ea.se, though family as a .wiat unit did exist, 
the economic unit was the community, and 
system of bride price involved intermarrying 
between different communities. In fact, we 
learn from anthropologists that only 
amongst those sections of this tribe which 
operated in Ihe drought-affected areas of the 
Presidency did the bride price continue to 
exist.'* Other sections of the tribe operated 
in areas where agriculture and, accordingly, 
large scale trade in grain developed more 
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rapidly. This destroyed the basis of the tribal 
trading system. With the shaking of the 
economic foundations of the tribe’s exis¬ 
tence, social practices with an economic logic 
like bride price also disappeared. 1 his pro¬ 
cess continued eventually to the extent that 
bride price was replaced by selling and mor¬ 
tgaging of women, and of prostituting them 
to moneylenders and landlords 

In the earlier years polygamy was piac 
tised by both men and women; widows could 
remarry; a woman could gel a divorce easi¬ 
ly; and child marriage in its grossest lorm 
as it existed elsewhere did not exist since girls 
were married only alter puberty " 

II 

Some of these practices, however, weic 
modilied alter the turn of the cciitiin The 
loiinal break-up ot the tribal con'iniiimis 
came about with the enactment in I'd I of 
the Criminal Tribes Act [ he ostensible pur¬ 
pose of this Act was to check the deicrio- 
lating law and order situation in ilie coun¬ 
try. Many tribes all over the country were 
declared criminal, including the Yeiukiilas 
Broadly speaking, a community was con 
sidered criminal it it had lost its traditional 
means of livelihood Yerukula.s qualified 
-r under this derinitioii and-a high proportion 
of robberies and murders were attributed to 
them.” l.arge numbers of them were put 
into reformatory .settlements established by 
the government, which were virtually open 
jails. Under the provisions of the C riminal 
Tribes Act, not only were close associates 
and accomplices of criminals to be kept in 
these settlements, but whole ./irwr/ies'in¬ 
cluding women and children were al.so lo be 
interned. 1 his was decided in spite ot the hvi 
that it was officially recognised on many 
occasions that the women were not 
criminals. ” 

It IS important td clarity that the men in 
reality were not criminals either. Declaration 
ot these communities as criminals gave enor¬ 
mous powers to the landkirds foi whom they 
served as a .source of free laboui and to the 
local police as a source of extractions.” 

Prejudices of the British authorities 
against the tribal ways of life also played a 
part in the selection of these communities. 
The official objection was not just to the 
nomadic style of life (which was labelled 
“lust for wandering”) as opposed to .settled 
agriculture, but al.so to the “loose” sexual 
morality of the tribal women."’ That the 
women took on as many husbands as they 
liked and could, if they wished, return to the 
former husband with their children fathered 
by the new husband; that easy divorce was 
permitted; and that the women as well as 
men drank toddy on afl social occasions, 
shocked the British administrators. The 
moral code of the tribe was considered slack 
and the fact that the marriage tie was not 
a “sacred” one was viewed with horror by 
the authorities.” These subjective and non- 
tribal perceptions of women’s role contri¬ 
buted in no small measure to consolidating 


the view of tribals as criminals in the British 
mind. 

Despite the expressly rccogni.sed fact that 
the women and children of the tribe were not 
robbcr.s and murderers, they were nonethe¬ 
less herded into the settlements together with 
the men The administration operated on the 
basis that the only possible unit of both 
social and economic organisation could be 
a lamily and not an entire community. The 
women of the Ycriikula tribe were according¬ 
ly treated primarily as wives or mothers or 
daughters of the supposed criminals. This 
official perception was extended and refined 
bv the Salvation Army, a missionaiy organi- 
saiion appointed to manage the criminal 
iribc settlements The Stuartpuram settle¬ 
ment in Ciuiitur, where Yerukula women 
wen.’ coiitined in large numbers, was actually 
started with the women lolk of Yerukula 
men who wcic expected to be released liom 
jail within a yeai or two The confinement 
of ihe childten of the supposed criminals did 
raise some miiiur controversy, but as the 
piaclicc was consideted lo liave a “hunianis 
mg” cfleci on Ihe criminals, it continued. 

I he quc.siion ot the legitimacy of confining 
women was never raised. 

Ihe SaKation Army specified the dif- 
tcTcnt task-, to be performed in the setlle- 
nieiii at saricuis levels. Firstly Ihe land allot¬ 
ted to the selticis was on the basis of the 
Jamily ' ' Paitas were given to individual 
lamilies sshich became thereby tenants of 
the Salvation Army, and paid rent lo il The 
Salvation Armv went on furlhci to define 
.1 man’s and a woman’s work wilhm the 
f.iiiiily Mat makit'g had carliei been a sub- 
sidiaiv occupation ot men as vscll as women 
Dale p.ilni Iimscs wcic coliccied dining 
navel, and wliok iribc used lo weave mats, 
baskets and oihei obiccis iil daily use for 
iheniselvcs and lor sale Aflci the confinc- 
nicnt of the tribe lo the scttlcmeni. women 
atone fashioned ihesc items at home while 
men worked outside on the land.*" The 
Salvation Aimy taught women skills such as 
kniiling and sewing which wete considered 
suitable for their leclamalion. Mat making 
was classed in same category.*' What used 
to he the occupation of both men and 
women now becapie solely women’s woik 
It was deemed more appropriate foi them 
as It took place indoors, and did not require 
hard physical labour. For men, agricultural 
occupations wee posed as the only respec¬ 
table means of livelihood.** 

The tiansformation of the tribal wtymen 
undci the Salvation Army’s managemcn* ■ ■■ 
tended fai beyond matters of occupation. 
Women were 'aught to pay attention iis their 
lamilies and children, and to their ap¬ 
pearances. Tne Salvation Army officers also 
objected to many of the practices of the 
community, not just to drinking, but also 
the way in which marriages were arranged, 
and the system of bride price. They appealed 
to the British administration to intervene and 
give them the authority to j’ i the suitabili¬ 
ty of a boy for a “reclaimed” girl. This, 


however, was primarily refused.^’ On the' 
contrary, bride price rose “sometimes up to 
Rs .'iOO”, whereas it had previously been 
uniform, after the confinement of the 
women to the settlement.-"* Apparently at 
least some of the men considered the newly 
acquired qualities in the women to be 
positive features. Since the Ycrukulas no 
longer kept pack animals, bride price came 
to be paid in cash rather than in the form 
of cattle. Because of this change Ihe Salva¬ 
tion Army branded the transaction as cora- 
inorcial, and sought to abolish it. There is 
little inlormation on this practice after the 
catly years in Stuaitpuram So far as the 
women's contrihution lo lamily income is 
concerned, the records show tliat income 
from mat making was far below that from 
agnculiuic, and was unlikely m itself to be 
the reason lot Ihe occasionally high bride 
price.*' 

Ill 

A change in the proportion of women’s 
earnings to men’s came in the 1920s when 
it became clear that the irrigation resources 
were iiisutficient. Agriculture could no 
longer be preserved as a means of suppor¬ 
ting the entire sellleincnt.*'’ From this time 
on, the mats woven by the women began to 
be sold to a tobacco processing company, the 
Indian Leal Tobacco Development Company 
(Il.TD). The income Irom mat making soon 
overtook the gains Irom .igncullure.” 

The mats did not enter directly into the 
munulacturing process earned on by the 
company. Rather they were used to wrap the 
tobacco which was packed in wooden crates, 
and exported to England for cigarette 
manufacture. While crates were made in a 
special carpentry department situated inside 
the factory, the mats were prepared at home 
within the settlement by women. The com¬ 
pany was in fact very keen on placing order 
with the settlement."^" The reason for this 
became clear soon thereafter when the same 
women were hired to work in the factory 
during Ihe day,' 8-9 months in a year, con¬ 
tinued to weave mats at home as well. The 
wages paid to women as factory workers, 
and as home workers could, then be reduc¬ 
ed by the expedient of combining the two 
opcratioiis in a single worker. 

Fr,im the mid-l920s onwards almost all 
the women of the settlement, about a thou¬ 
sand in n-amber, were working in the factory 
'n tobacco processing. Although from then 
on tobacco work was described as the prin¬ 
cipal means of livelihood for the settlement 
both by the Salvation Army and the British 
Indian administration, nowhere was it ex¬ 
plicitly mentioned that it was women settlers 
who were earning this income.-*' Only the 
ILTD and later union records show this im¬ 
portant fact. 

The women did not seek employment in 
the factory of their own accord. They were 
employed there as a part of the Salvation 
Army’s obligation to the government to 
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make the settlement a self-supporting one. 
The I LTD .welcomed, if it did not actually 
initiate this arrangement, since it was emerg¬ 
ing as a major buyer of tobacco in the area, 
and needed regular low-paid labour to pro¬ 
cess the tobacco.'" li was explicitly stated 
by the II.TD management that they found 
these workers “less troublesome”.” 

The role of women as principal contri¬ 
butors to family income lasted only about 
a decade or so. Mat making for I LTD came 
to a virtual end and Yerukula men began to 
be absorbed in the factory as the company’s 
demand for workers increased.'^ Mean¬ 
while, the value of the meanwhile settlement 
land had risen enormously after the dis¬ 
covery of underground water sources. The 
Salvation Army did not want to lose owner¬ 
ship of the land." When the Yerukula 
tenants agitated demanding land pattas the 
Salvation-Army discharged a large number 
of men and women settlers from the settle¬ 
ment.'* They requested the ILTD to employ 
as many men as possible for as many hours 
as possible to facilitate the management of 
the settlement. The attractive case made out 
by the ILTD to the l.abour Department for 
exemptton from certain provisions of the 
Factories Act was not only on the grounds 
that the processes required long hours of 
work, but also on the basis that a Crtminal 
Tribe Settlement “run with public money” 
eould provide the labour." A large number 
of Ybrukula families were shifted out of the 
Stuartpuram settlement to another one near 
the faaory, and the men began to contribute 
to the family income more or less equal 
measure. 

It was to the advantage of the ILT D for 
a whole family to work in factory. Apply¬ 
ing on the concept of the family wage, the 
company was able to lower the individual 
wages of both men and women woi kci s To 
keep this advantage, ILTD started to in¬ 
tervene in the domestic lives of the family. 
Frequently, a man would appeal to the com¬ 
pany when his wife wanted to leave him, or 
when he wanted her salary to be given to 
him. Interestingly, there seem to have been 
no such appeals made to the company by 
women to put pressure on the men workers. 
The company was in a position to threaten 
a woman worker with losing her job in case 
she did not return to her husband. They, 
however, pleaded their inability to hand over 
the woman’s salary to the man. 

The personal decisions of a woman in 
marital affairs which had been appropriated 
by the Salvation Army at one stage, came 
later under the purview of the ILTD, in both 
cases to her disadvantage. The division of 
the community into family units already 
served to curb women’s own choice in these 
matters. This trend was given a further im¬ 
petus by theconscious role in the Salvation 
Army and the ILTD assigned themselves in 
moulding the domestic lives of these women 
to the advantage of both the men, and the 
two managements. 


IV 

Another quite different set of processes 
came into play when whole families began 
to work in the ILTD. Organisation of women 
workers, which had its beginnings in the ear¬ 
ly 1930s, began to develop rapidly under the 
guidance of the independence movement." 
As the men of the Yerukula community 
came to work in the factory in large numbers 
they helped to consolidate the union. That 
nationalists used the workers’ homes near 
the factory fur union propaganda, as they 
were prohibited from entering the factory 
premises. Substantial success was achieved 
in building union membership and in im¬ 
provement of working conditions.'*'. The 
1938 strike, and subsequent firing on ILTD 
workers by the police, attracted the notice 
of the entire nation and was widely used as 
a political issue in nationalist propaganda. 
This action brought the Yerukula men and 
women into the mainstream .of the national 
movement. On this occasion the Yerukula 
women were supported by their men; both 
men and women of the community were in¬ 
volved in the strike. Their “criminal tribe” 
antecedents were used to justifying the fir¬ 
ing which followed.’’' The union later was 
able to obtain satisfaction of demands for 
creches, maternity benefits, special facilities 
during monthly periods, the presence of a 
woman doctor and so on. Women were pre¬ 
sent in a large number than men both in the 
factory and in the union, and they had been 
unionised long enough to be assertive about 
their specific needs. The direction which the 
union took with reference to women’s special 
needs continued regardless of the political 
ideology. Congress or Communist, which 
came subsequently to prevail. 

In the course of these struggles, the revival 
of community .solidarity by the union leader¬ 
ship served as a means of mobilisation. This 
solidarity has been commented upon by 
Hatch who wrote that the Yerukula workers 
were “trade unionists of the most thorough¬ 
going kind and united action [was] a necessi¬ 
ty in [their] tribal existence”.*" In this 
words, they practised “group thinking and 
believed in group action... they formed them- 
.selves into a close brotherhood...and would 
on no account betray their fellow clansmen... 
they were freemasons and help [ed] each 
other to the end..”*' 

Community consciousness systematically 
nurtured by the union led to militant action 
on a family basis. In response tfic company 
took steps to divide the community and to 
restructure the family itself in a hierarchical 
fashion. Since the Yerukula women (and 
men) had been converted to Christianity by 
the Salvation Army, the management floated 
a Christian Association in 1940, which the 
workers initially joined. (Devt G O no 1689, 
dt 22.7.1940.) However, this association was 
not heard of after a year, so presumably the 
union won them back. A Staff Association, 
comprising clerical and more highly paid 
monthly supervisory staff was then pro¬ 


moted by the management. It came into for¬ 
mal existence in 1947.*’ tJp to then tribals 
and non-tribals, clerical employees and 
factory-floor operatives had worked together 
to fight for their demands. The Staff 
Association sub.scquently came to be con¬ 
trolled by the Congress, while the workers’ 
union remained under the guidance of the 
Communist,*’ who had gained controi in 
the early 1940s. Under their leadership the 
econAmic and political demands of the 
union had become more and more radical 
in nature. 

At this point the company, through a 
specific interpretation of an industrial 
tribunal's decision, managed to incorporate 
the men woikers in the Staff Association 
while leaving the women in the workers’ 
union. This was accomplished by defining 
as “technical stafT’ the workers in the 
Engineering Department and the Machine 
Room Department (where Yerukula men 
were employed), while the workers in the leaf 
processing department (where Yerukula 
women were employed) were classified as 
non-technical labour.** Men were asngned 
to the more highly paid, technical category, 
women remained in the lower paid unskilled 
one. In point of fact, the working conditions 
of the men were worse than those of women. 

V 

A relatively high status for the women was 
possible when the community was intact as 
an economic unit. The group depended on 
trade for its continued existence. When the 
trading system began to collapse, solutions 
to the economic problems of some sections 
of the tribe were worked out to the direct 
detriment of women’s honour and dignity. 
In other sections, like the one dcsciibed in 
this paper, the process was modified by forc¬ 
ed the artificial imposition of new social and 
economic roles for men and women. While 
the family as a social unit had existed prior 
to this imposition, the economic unit was the 
community. Since the properly of the tribe 
was held collectively, polygamy and divorce 
which were common and accepted, involved 
no problems of possessions or economic 
rights. Later, decisions about marital affairs 
came increasingly to be controlled by exter¬ 
nal factors. Paradoxically women lost their 
autonomy at a time when they were the prin¬ 
cipal earners in the hou.sehold. 

The Criminal Tribes Act embodied a sup¬ 
posedly more ‘humane’ method of dealing 
with criminals, but one which did grave in¬ 
justice to women. The assumption that each 
individual ‘criminal’ would be mote effec¬ 
tively reformed in the company of his family 
in effect legitimised severe restriction on 
women’s freedom. The notion of women’s 
role in that family was reinforced by a new 
division of labour. Emphasis on the personal 
‘feminine’ virtues of individual women 
rather than on their economic contribution 
led to shifts in social practices like bride 
price. 
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The experience of the women who sup¬ 
ported their families, including the men. by 
working in the factory gave them confidence 
which was to be useful later on. When the 
men joined them as workers in the same fac¬ 
tory, and the union became more active, the 
women’s specific demands always took 
priority over the general economic demands 
of workers as a whole. Domestic affairs, 
however, were now monitored by the factory 
management to women’s disadvantage. 

Community and family links which were 
used by the ILTD for its own advantage were 
subsequently employed by the union as well. 
The ILTD, realising this, managed to break 
up the solidarity of workers both in the com¬ 
munity and the gender sense. Finally, it was 
the factory management which by exercising 
control over its workers succeeded in lowei - 
ing the hierarchical status of women not just 
in the home, but also in the work situation. 
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The Fisherwoman Financier 

A Study of Status-Role Nexus in a Peasant Community 

C Sridt'vi. 

This paper analyses the role of 'Marakatthe'. the fisherwoman financier in the fishing communities of coastal 
A ndhra, her institutionalised economic and social relationships and the implications of her role for her social status 
within her community, ft is found that the Marakatthe’s economic role and managerial skills did increase female 
individuali.sm and selj-confidence, but without making any contribution to the development of female consciousness 
or to the reordering of male-Jcmale status systems. 


I 

THAI wona-ii’'. coniribiition to dotncsiic 
labour and itu' inlormal labour market have 
been woeliilly iieftleLled in studies on the 
soeiolo).'.) and csonomiLS ot work has now 
been established by several scholars,' 
Besides, studies on the be\Mlderinj> variety 
ol roles played by women in various peasant 
cultiiies ol India are seanty ‘ I he fishcr- 
woineii ol coastal Andhra constitute a 
distiiici catejrorv i.l peasant women. They 
petloiiii sinnilicant economic roles by niairi- 
taimiig a near inonopolv ovci local fish trade 
and by piomotiiig enterprise through t'lnari- 
citig. Within the .lalari dishing) communities 
these lolcs are not open to men. As such, 
their economic loles also have ciilliiial sanc- 
iionsaiid social suppoil. The lisherwomen 
are more hard-working than most other pea 
sant wiimeii engaged in the subsistence scc- 
loi 111 India. As individuals, Jalari women 
tend It' Jiave substantial economic inde¬ 
pendence Ai the same nine, women’s lole 
in the public domain is limited and their 
escliision Irom political roles is conspicuous. 
Vet. .lalaii women continue to be major 
loices III all aspects ol family life. They are 
noi subjected to the domestic seclusion ol 
Ihe lamily compound and wield considerable 
inriuence over decisions concerning the 
economic resources ol ihe lamily. 

This papei is addre.s.sed to an analysis ol 
the lole of Marakalthe. Ihe fisherwoman 
financiei, hei institutionalised evonomic and 
social relationships, her personality trails 
and the implications of her role lor her 
stains wiiinn the specilic conlexl of the pea- 
sanl culluie permeated by Hindu religious 
values. No other role in the Jalari conimuni- 
ly stands out loi its atypical characteristics 
as that t'l the Marakatthe. The tcim is deriv¬ 
ed Irom maruKamu. denoting exchange. The 
role ol Marakatthe typifies a unique set of 
economic and social lelationships in a pea 
.sant socieiy. More significant, howevet, are 
the pei.sonaliiy attributes .which most 
Marakatthes acquire in the process of 
socialisation. They tend to be aggressive, 
energetic, bold and incredibly efticient. 

II 

A search for similar roles in theJitcrature 
on women is not cntimly unrewarding.' We 
come across at least two such roles. At one 
tunc, female fish retailers in Onitsha, 
Nigeria, used to make credit advances to 
fishermen in the northern tegion who would 
bring their stock foi their cix Jitors. However, 
as Margaret Kat/.in leports, the tradition of 


predominance of female traders in much of 
Nigeria is being threatened.'* Ibo and 
Yoi uba men appear to be taking over the fish 
trade, formerly controlled by women.' 
Dorothy Hammond and Alta Jablow who 
did pioneering cross-cultural work on 
women suggest one generalisation: Women’s 
control of wealth is restricted in most tribal 
and peasant societies; at best, their economic 
roles are limited to behind-the-scenes 
manipulation.'’ Yet, they .suggest, in a few 
tiibal societies strong-mind^ women with 
access to property may legitimately assert 
themselves, rejecting the normally subor¬ 
dinate and restricted role. They are, in ef¬ 
fect, atypical pcisonalities who are accord¬ 
ed deference and envy. The important ques¬ 
tion to be considered is why these deviants 
aic icspcctcd rathci than merely tolerated ttr 
condemned foi their failure to confoim.' 
Oscar lewis, in his study of the Ulackfoot 
tube of the North I’legan, discovers a uni¬ 
que ty|X' ot female personality known as the 
■iii.inly-hearted woman’.'’ The F’legan 
ciiluire puts a premium on masculinity and 
encourages male dominance. At the same 
lime, women are basic to the functioning ol 
the economic system both in the domestic 
household and as producers ol wealth 1 hey 
are also accorded a major role in Blackloot 
religion, lewis draws atlenlion lo the 
discrepancy between the important econo¬ 
mic and leligious lole played by Picgan 
women and the established slandard.s of 
teniule behav loiir which emphasise weakness 
and docility which require them to relegate 
themselves to the background of I’icgan 
social litc.’' In lei ms of the cultuial norms 
tlie inanly-heaitcd woman is a deviant a 
highly endowed woman who equals men in 
their own skills, in personal wealth, in sex¬ 
ual prowess and in religious participation. 

Ill 

Data for this paper were gathered trom 
two sources: an extensive study of sixteen 
fisherfolk villages, selected according to 
stratified random sampling techniques, 
covering eight coastal Andhra districts and 
an intensive study of one fishing communi¬ 
ty, i e, Jalaripeta in Visakhapatnam district. 
Jalaripeta is typical of the urban fringe 
villages, reflecting the pattern of urban- 
industrial influences on the socio-economic 
structure of a traditional village. The exten¬ 
sive study is based on ob.servation and in- 
tormal interviews with 214 fisherwomen. 
The intensive study covered detailed case 
studies of 14 Marakatthe.s. 

The survey component was aimed at col¬ 


lecting data about the fisherwoman and her 
context on a number of items of relevance. 
These covered detailed longitudinal family 
data, socialisation and life cycles; daily work 
routines including domestic labour and child 
care; financial and business transactions and 
investments, details of daily trade and 
customci lelaiions, the fisherwoman’s social 
and political lelaiions at various levels; and 
perceptions aiul sell -evaluations of her role 
and status. Intcidisciplinary approaches and 
multiple techniques of research pre.sented 
some dilemmas in processing research 
maierial and in providing coherence in 
analysis. A decision was made lo resolve the 
dilemma by combining ethnographic case 
material with survey data. 

Tishing as an occupation is mainly con¬ 
fined to fishing communities living in rural 
villages scalteicd along the Indian coast, 
rivers, estuaries, creeks, lakes, tanks, ponds 
and backwaters. It is one ot the oldest and 
ttaditioiial means of livelihood for about 
nine million people in India. Along Ihe 
coastline of 6,500 kms there ate 1,800 marine 
fishing villages consisting of 5.3 million 
fishermen''lishcrwomen. The coastline of 
Andhra Pradesh stretches over 1,320 kms 
along the Bay of Bengal. On this coast there 
arc about 350 marine fisherfolk villages, the 
total population ol which is about 1.5 
million. 

The major fishing communities of 
Andhia Piadesh aie Jalaii, Pallae, Voda 
Balija and Pattapu Kapu. They arc also 
referred to as Agnikula Kshatriyas, a san- 
skritised term. While Jalaris and Pattapu 
Kapus are almost exclusively dependent 
upon fishing, the bulk of the Pallaes and 
Voda Balijas have agriculture as a secon- 
daiy occupation. Socio-economic mobility 
among the Voda Balijas is high, with a signi¬ 
ficant number of them employed in white 
collar and technical jobs or engaged in small 
business. A few of them also own mechanis¬ 
ed fishing boats. 

The fishing communities of Andhra 
Pradesh are economically backward, with 
most of the families living at the subsistence 
level. Their habitat is usually a cluster of 
thatched houses, often a mono-caste village 
or hamlet. The technology of fishing in 
Andhra Pradesh, unlike on the west coast, 
is not highly developed. More than 95 per 
cent of those engaged in Ashing use in¬ 
digenous technology, the fishing equipment 
consisting mainly of catamarans/boats and 
a long rope with iron hooks tied to the boat. 
Most of the time the fishermen provide a 
high ratio of human energy in the various 


WS-6 


Economic and Political Weekly April 29, 1989 



fishing operations. The returns to the 
fishermen from such a high input of animate 
power and risk-taking an not perhaps com¬ 
mensurate. There are large-scale Fish and 
shrimp export businesses with freezing 
plants, but the fisherfolk do not have any 
share in them. They are owned by non- 
flsherfolk. 

Among Jalaris the household is the basic 
production unit as well as the basic con¬ 
sumption unit. The man goes for fishing to 
the sea and takes care of his Ashing equip¬ 
ment. The worntm takes care of children and 
supervises the sale of fish harvested by the 
men folk. It is also her obligation to see that 
her family is properly fed. To provide sub¬ 
sistence to the family many Asherwomen 
also engage in retail Ash trade. There is 
another important role in the Jalart society 
played by some women, i e, Marakatthe or 
Anancier women. 

Jalaris are a Hindu patrilineal society. But 
daughters always have the right to return to 
their natal house to live if they are widowed 
or divorced or if they do not remarry. The 
daughters receive small gifts at marriage, 
consisting of clothing and a variable amount 
of gold and silver jewellery, depending upon 
the family’s resources. 

The caste panchayat (a hereditary body 
of caste elders) constitutes the primary 
political organisation in Jalari communities. 
The functions of the caste panchayat include 
.social and political ones. On the social side 
it has primary responsibility for settling 
various categories of disputes and for 
overseeing the observance of community 
norms relating to marriage and divorce, pro¬ 
perty and economic transactions, and 
religion. 

IV 

Within the fishermen community under 
study, the role of Marakatthe as promoter 
of enterprise cum retail tradeswoman is 
unique and perhaps unparallelled among 
wpmen across various cultures. A Mara¬ 
katthe advances credit on fishing boats and 
nets, in absolute terms the amount advanc¬ 
ed ranges from Rs 1,000 to Rs 10,000 on 
country crafts and Rs 30,000 to Rs 80,000 
on machine boats. 

In the past the transactions entered into 
by the Marakatthe with the loanee used to 
be quite informal. During the last decade 
written agreements and witnesses to such 
transactions have become the norm. Three 
aspects of the transaction stand out promi¬ 
nent. Firstly, the loanee’s boat is mortgag¬ 
ed to the Marakatthe. In the event of its 
disposal/sale the Marakatthe retains the Arst 
rights over it. Secondly, the Marakatthe has 
Arst rights over the purchase of Ash 
harvested by the loanee at a price which is 
usually 8 to 12‘A per cent below the prevail¬ 
ing martet price at the landing point o^he 
shore. The Marakatthe—or her nominee in 
case of unavoidable circumstances—is in¬ 
variably present at the landing point as the 
Ashing boats are towed in. The Marakatthe’s 
preferential right to purchase the produce of 
the loanee lasts until the loan is cleared. The 
third aspect pertains to repayment of the 
loan. The loan has to be clea^ in one in¬ 
stalment only when the loanee is able to pool 
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up capital. There are no Axed terms as to 
the terminal point of time for clearing the 
loan. The loan does not carry any interest 
payments. One other aspect of the Mara¬ 
katthe system is that she is under an obliga¬ 
tion to advance petty loans to her clients for 
consumption purposes whenever the Ash 
catch is poor or the individuals fall into 
distress. Such advances usually are not add¬ 
ed to the major loan, but are often repaid 
at short intervals. 

A successful Marakatthe is constantly 
preoccupied with her economic transactions. 
She has to keep her eyes wide open all the 
time. She is usually adept at vocalising her 
iwint of view. She keeps her lineage connec¬ 
tions with the members of the caste pan¬ 
chayat who matter in the event of disputes 
with her clients. With her deft manipulation 
of property she builds up her productive 
assets and capital. There are two types of 
Marakatthes who give loans to Ashermen 
and buy fish from them at the shore. The 
first type immediately sell fish to Berakat- 
thes (retail Ash trading women) on the shore 
itself for a profit. These Marakatthes do not 
ordinarily go to the markets for retail Ash 
trade. The second type of Marakatthes buy 
fish from their clients and sometimes also 
from other Asherwomen. The latter take Ash 
to the local markets for retail Ash trade. 

V 

The personality traits and skills relevant 
to the Marakatthe's role are imbibed at an 
early age, mainly in girls of Marakatthe 
families, and particularly in favoured girls. 
The training starts early in their childhood 
when they begin to accompany the elderly 
Asherwomen. Then they also receive infor¬ 
mal training by picking up clues from their 
respective households, directly from their 
mothers or from other close kinswomen 
(mother-in-law, mother’s sister, sister-in-law 
or father's sister). It turns out that the family 
is the most potent source for imparting the 
relevant skills for about three-fourths of the 
Marakatthes. Parentage also seems to be an 
important factor in inheriting the necessary 
capital. IVaining within the family and in¬ 
heritance of capital are not a prerequisite in 
at least a third of the present generation of 
Marakatthes. All of them started as retail 
fish traders and worked their way up by 
sheer hard work, frugal living and business 
efficiency before they graduated into 
Marakatthes. 

The demand for Ash has enhanced the 
position of some of the Marakatthes. 
Presentation of a few case studies might 
illustrate this point better. Polamma,'® the 
wealthiest Marakatthe of Jalaripeta, buys 
fish worth Rs 1,000 to Rs 1,500 each day 
from her loanees and from other Ashermen. 
She does not take the Ash to regular market 
places. She engages an autorickshaw by 
herself and arranges, on a contract basis, 
door delivery of Ash directly to the Ave-star 
hotels and to the navy canteen. She sells seer 
and shark Ash only. From the role of a pet¬ 
ty Ash tradeswoman, Polamma has risen to 
that of a contract supplier. Compared to the 
business of other Marakatthe Polamma’s 
business is less risky and arduous. She has 
a fixed price and an assured clientele. She 
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does not have to spend long hours at market 
places or worry atout freezing or dp^ng the' 
Ash on a bad evening. Assured business has 
enabled her to lend more and more money 
on the Ashing boats, increasing her daily 
turnover of Ash purchased from her loanees. 
She has bought more gold as well. Polamma. 
in her early forties, knows the habits and 
tastes of the well-to-do urbanites living in 
the posh colonies. She arranges the delivery 
of choice varieties of Ash with advance 
notice. Despite a thriving business, 
Polamma’s moorings are in her village. She 
lives in a hut along with the other fisherfolk 
in insanitary conditions, breathes the same 
air and shares the same culture. 

Ellamma, who is now around 30 years, 
started her career as Marakatthe about 
twelve years ago. Over the period of twelve 
years she has been able to increase the size 
of her clients from two to eight. She gave 
loans on eight catamarans. Nookamma 
(about 35 years) and Chinnamma (about 30 
years) are very successful Marakatthes who 
combine moneylending with fish retailing. 
They are sisters who picked up the trade 
from their aunt. Over the last twelve years 
Nookamma has stepped up her moneylen¬ 
ding to cover nine boats. Her husband’s 
small boat was replaced by a catamaran. 
Chinnamma who entered the business four 
years after Nookamma was not able to 
expand her business as a Marakalihe fast 
enough since her husband turned out to be 
a drunkard and a spendthrift, frittering away 
her savings on liquor. Each day Chinnamma 
has to contribute Rs 20 to Rs 30 towards her 
husband’s expense.s. 

In the retail market Nookamma and 
Chinnamma run their business jointly. They 
share the various operations, right from pur¬ 
chase of the Ash. transportation, retailing 
and storage. Chinnamma docs not have 
children. Nookamma has five kids, three 
boys and two girls. She sends her two elder 
boys of school-going age to an English 
mediuni convent. She is not sending her girls 
to school. Il is interesting to note that 
although Niiokamma has built herself up 
economically as an aggressive Marakatthe 
she subscribes to the values set by the 
male-dominated fisherfolk community. 
Nookamma claims the decision nut to send 
hci tsso girls to the school as her own, not 
her husband’s. The prclcrence for sending 
male children to schools was found in the 
case of the other Marakatthes as well. They 
want to train their female children in their 
own image, to succeed them as Marakatthes. 

1 he prevalence ot mechanisms for con- 
Aici resolution are an integral part of the 
Maiakatthe system. The loanees are usually 
keen to repay the loans as early as possible 
and honour the informal agreements. Yet 
friction between the Marakatthe and her 
clients is quite common over the Axation of 
price for the Ash catch at the shore point. 
These get vocalised and tempers rise. (Others 
present on the .scene intervene and instant 
judgments are given. Both parties abide by 
them. If disputes still persist they are car¬ 
ried to the caste panchayat. The verdict of 
the caste panchayat is binding on the parties 
to the dispute: Disputes over accounting are 
also sometimes resolved by the caste 
panchayat. 
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The Marakatthe has safety valves in the 
social controls exercised through the caste 
panchayat. Social opprobrium act's as a 
powerful deterrent against breach of the 
written or oral understanding between a 
Marakatthe and her client. The parties to the 
contracts arc. theieforc, induced to abide by 
the terms. Marginal infringements are sorted 
out by the parties themselves, but major 
ones cannot escape the surveilllince of the 
community and its deliberative bodies. The 
Marakatthe who can maintain her tradi¬ 
tional rights as an independent creditor and 
trader seems to reinforce older patterns of 
social controls in economic matters. 

VI 

The nature of the relationship between the 
Marakatthe and her husband is one of the 
areas ot investigation in the present study. 
It is not surpiising that the wealth and 
influence ol a typical Marakatthe far exceeds 
that of hei husband or son. Marakatthe 
Nookamma gave Rs 10,000 to her husband 
for the construction of an RCC slab house. 
She appears to wield some influence over her 
husband and among members of her kin 
group by virtue of her control over the purse 
strings. Another Marakatthe who has a lot 
of wealth in cash and in gold jewellery 
advanced some cash to her son to finance 
smuggling business. 

One of the fishermen respondents expres¬ 
sed the view that the wealth acquired by 
F.llamma made her loo big-headed to accept 
male authority. Her husband confides that 
he had to beg her for pocket-money for 
snack.s, liquor and country cigars. However, 
the spouses of other Marakatthes did not 
have such an experience. They preferred a 
woman who would be a financial asset 
rather than a liability. .Another Marakatthe's 
husband stopped going for fishing about six 
years ago since his health did not permit it. 
But the Marakatthe has been supporting the 
family consisting of herself, her hu.sband 
and an unmarried daughter. 

Ciuramma (about 40 years) started her 
trade as a retail fish trader. She had no 
children. .She woi ked hard and accumulated 
savings and upgraded herself into a 
Marakatthe Met investment is modest 
though. She has loaned about Rs 4,5(X) on 
three catamarans in a neighbouiing village. 
Her income and assets would have been 
much higher but for her husband’s extra 
vagance, Gurainma laments. Hei husband 
docs not go for fishing. Lach day he spends 
about Rs 20 on liquor and snacks and all 
of it comes from his wife's earnings. 
Whenever Giiramina shows some resistance 
to giving money, she is subdued by beating, 
a common practice in Jalari society. Despite 
the obstacles confronting them in a patriar¬ 
chal .society, the Marakatthes have .shown 
greater initiative than men in exploiting the 
economic opportunities and innovations 
available to them. 

Marakatthes are never under an obliga- 
'ion to transfer their capital or assets to their 
spouses. They keep their assets in gold or 
cash. Decisions concerning purchase of gold 
or moneylending on boat. are made by 
themselves. Such decisions are not kept as 
secrets from their husbands. Marakatthes'do 


not ordinarily share with their spouses in¬ 
formation about cash available with them. 
They display an air of independence and 
self-confidence in their economic transac¬ 
tions. Their husbands do not interfere 
though they are consulted occasionally, as 
in gathering data on a potential loanee. 
Overall, they dominate their husbands in the 
economic sphere. But this dominance rare¬ 
ly extends to other spheres. Marakatthes hiiv 
gold, expensive sans and other consumables 
without consulting their spouses. 

Marakatthes are most easily distinguished 
from other fisherwomen on the shore point 
by their behaviour and api^earance. They are 
dressed better than the rest and have some 
gold jewellery on them. They always talk 
loudly when they bargain for the fish. I hese 
women use, with a high frequency, ‘dirty’ 
words in conversation and vituperative terms 
in argument. Four letter words arc traded 
frequently in their verbal outbursts. When 
tempers flare up they throw the lish catch 
of the other on the beach and even indulge 
in physical violence on a small scale by 
holding the adversary’s hair, pushing and 
hauling her. The vocal outbursts and 
physical dragging do not, however, last more 
than five minutes. Others present on the 
scene intervene to cool down their tempers 
and settle the dispute. It is relevant to point 
out that fisherwomen use foul language even 
in other contexts within their community, 
more so in situations of interpersonal con¬ 
flict, be it with members of their own com¬ 
munity or outsiders. Such linguistic expres¬ 
sions do not carry social stigma although 
they are not admired within their own 
communities. 

Vll 

In tunning the busine.ss each Marakatthe 
has an organisation with a set of enduring 
relationships. A few of these relationships 
are kin-bastd while others are apparently 
secular in their character. In the first set are 
her loanee clients; her relationship with them 
is business-like and often characterised by 
an element ot friction over the fixation of 
price for fish sold to her. However, the 
Marakatthe is always willing to meet her 
obligations towards the loanees, by providing 
petty sums ot credit in emergencies and by 
giving gifts of cash (Rs 10 to Rs 20) to each 
of the children of the loanee once a year, 
usually at the lime of the festival of the 
village goddesses. Most of the Marakatthes 
are also reported to be generous in writing 
off a portion of the loans—10 to 25 per cent. 
In these relationships, the attitude of the 
Marakatthe is that her prosperity depends 
upon a good harvest of fish accruing to her 
clients. 

In dealing with loanees dispersed at two 
or more shore points within her village or 
the neighbouring villages a Marakatthe re¬ 
quires the help of others, usually that of a 
kinswoman. Marakatthes carrying on fish 
sales of more than Rs 200 a day require 
business associates. Reference has been made 
above to this practice. There are two 
categories of business associates. Close 
kinswomen team up in about half of the 
cases and neighbours in the remainder. 
These teams are operative in the purchase. 


transport and sale of fish. They share several 
of the major operations, and minor chores. 
For purchasing fish they divide the different 
landing points if they are located in the same 
or neighbouring village. In the slack season 
one of the two will go to the main fishing 
harbour for purchase of fish. If there is some 
dealy in the arrival of the boats, one of them 
would rush to the market with the fish pur¬ 
chased earlier so that the stall is opened for 
early customers. If one of them is sick or 
lied up at home for reasons of maternity or 
sickness the second one takes care of the 
business. Ten per cent ot the profit on the 
total value of the fish purchased is deducted 
and distributed equally prior to the fish .sale, 
later, they distribute the fish between them 
and share the expenses on transport equally. 
Profit or loss on the sale of fish is borne by 
the sellers. In the retail market the partners 
usually sit side by side or in proximity. If 
one of them has exhausted her stock she sells 
the remaining stock of her associate. It a 
large quantity of unsold fish is found one 
of the partners lakes care of its storage by 
getting ice blocks, pounding (hem into 
crystals and arranging the layers of fish and 
kc 111 baskets while the oilici MaiaKr.tthc is 
busy selling fish. 

flic iransporl people -women carriers, 
aulorickshaw drivers and rickshaw-pullers— 
ICC vendors, cleaners and sioic watchmen 
conslilnic anolhci lavci ol the Marakatthe’s 
oig.inisaiioii All ol them serve Ihc Mara- 
katilic on a regular basis though the pay¬ 
ment tortheii services is on a daily basis. At 
a symbolic level they addicss each other in 
kinship terminology as anumt (mother), 
anna (brother), akka (elder sister), i hellamma 
(younger si.ster) and so on. Their relation¬ 
ships are stibsianiive in the sense that they 
extend beyond business with a sense of 
obligation in tiilfilliiig coininiiniciits and ex¬ 
pectations toward each other" 'Ivpical is 
the case ol an auio duvet who would turn 
down the otter ot a bettci bargain around 
the time he has to pick up the Marakatthes, 
his regular customers. So does a i ickshaw- 
pullcr. An ice vendor who sells icc regularly 
to a Marakatthe would keep a fw blocks lor 
her till the late hours, turning down better 
offers from other customers. 

Mil 

In the Jalari coniimiiiitv we find a number 
of social and economic mcchanism.s, prac¬ 
tices and processes. Ol these, the social 
norms, division ol labour, market places, 
trade, the use of money, debt and prices tend 
to be important. Among the Jalaris, as in 
most other Indian peasant communities, 
there is a clear and self-understood division 
of labour. There is structural inter¬ 
dependence in the way different tasks are 
distributed and handled. Economic roles of 
the two sexes are generally complementary. 

The Jalari fish traders and financiers 
represent a group of women who arc able 
to make the most of the situation in which 
they find themselves. Although they go 
against the accepted Hindu ideal that a 
woman should stay at home, they have been 
able to get their own community’s accep¬ 
tance for the enlargement of their roles. They 
utilise the profits to improvg the standard 
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of living of their families. Being in the 
unorganised sector they work without legal 
protection and for low returns. Looked at 
from another angle, Jalari society provides 
role alternatives as Marakatthe and permits 
exceptional women opportunities to play 
more active economic roles, enabling them 
to be agents of change. 

There are many conceptual problems 
underlying the analysis of the status of the 
fisherwoman, a go^ many of them turn 
upon the socio-cultural system’s inter¬ 
relationship with the economic system and 
especially the nexus between her economic 
role and the degree of independence she 
wields in decision making within the family 
and the community. One is struck by an ex¬ 
pression of feminism in Jalari patrilineal 
culture which encourages women to be .self- 
reliant and to exercise control over cash 
without this necessarily involving gender 
warfare. Her aggressive posture and the foul 
language which she uses in her interaction 
f with males and females alike also have rein¬ 
forced the interpretation of the prevalence 
of feminism in the traditioinal Jalari society. 

Apparently there is some ambivalence 
about the status of fisherwoman compared 
to women in the more orthodox Hindu com¬ 
munity who ate largely confined to domestic 
roles and subsistence production. Un¬ 
doubtedly. the fisherwoman displays greater 
control over household economic transac¬ 
tions and plays an activist economic role 
outside the family. 

The independence of Marakatthes in tha 
economic sphere, coupled with their market 
place outspokenness, has led many casual 
observers to assume an egalitarian ethos in 
Jalari society. On the contrary, the Jalari 
woman has internalised attitudes favourable 
to the Hindu notion of male superiority. Tlic 
Jalari woman is also a firm believer in the 
biological rationale of the division of labour 
between the sexes. It is also intere.sting to 
note that Jalari .society possesses other 
culturally legitimised ways to ensufe the 
subordination of women. Examples of the 
cultural restraints developed to limit 
woman’s potential for equal participation in 
work include menstrual and pre-natal 
taboos. Besides, the fisherwoman’s role in 
religion is marginal: this aspect assumes 
significance in a society in which religious 
controls operate in many subtle ways and 
sustain traditional authority patterns in¬ 
cluding male dominance in most vital areas. 

Even in the economic sphere the fisher¬ 
woman tacks access to the most profitable 
and prestigious areas of production like 
ownership of fishing boats and deep-sea 
fishing trawlers. Cultural mores do not per¬ 
mit .the Jalari woman to make investments 
in real estate or housing, areas with wind¬ 
fall profits. Hence, there are definite limits 
to her entrepreneurial role. Turning to 
politics, one finds that it is mostly a male 
sphere. In the hereditary caste panchayat of 
the village there is no representation for 
women. Women do not ordinarily attend the 
village general body meetings except when 
disputes involving marital affairs or 
Marakatthe loans are discussed. Women 
directly involved in such disputes do attend 
and present their point of view or evidence. 


Jalari women had never been represented on 
the executive organs of any political party, 
let alone being fielded in elections^o the 
local bodies or other political institutions. 
The Marakatthes, despite the accumulation 
of unprecedented sums of capital, have 
remained peripheral to the established 
centres of political power—the hereditary 
caste panchayat, the dective local bodies and 
even the centres of authority connected with 
religious matters. Evidently, the overall 
balance of economic power between men 
and women has been gradually shifting in 
favour of the former due to the complex 
dynamics of access to modern technology 
and political activity.'^ 

It seems that for most Jalari women their 
economic independence is less a mark of 
privilege than a matter of economic neces¬ 
sity. In their analysis of the African trading 
women, Hafkiii and Bay observe that the 
mere fact of having an economic role and 
having direct access to the cash' economy 
does not guarantee social equality to 
women.Leith Mullings distinguishes bet¬ 
ween ‘equality’ which she uses in the 
economic .sense of equal access to the means 
of production, and ‘symmetry’ which she 
defines as equality of access to political roles 
and statuses. Her analysis indicates that a 
number of pre-colonial African societies 
were characterised by equality but also by 
“asymmetry”.''' Peggy Sandy notes that the 
"female contribution to production is a 
necessary but not a sufficient condition for 
the development of female status”.'-' In the 
Jalari context though women have a substan¬ 
tial measure of economic independence and 
a decisive voice in household matters most 
of them are not dominant, and they are not 
equal to men. Exceptions to this pattern of 
‘asymmetry’ noted earlier should be con¬ 
sidered as deviant cases and understood in 
the specific family contexts. 

The change in the extent of resources con¬ 
trolled by Jalari women had only a marginal 
effect on the ordering of female-male status 
systems. The fisherwomen’s role reflects an 
instance of cultural dualism within the ambit 
of the patriarchal Hindu society. Her 
economic role and managerial skills did 
increase female individualism and self- 
confidence, but without any contribution to 
the development of female consciousness or 
the emergence of any new stratification 
system. Boserup’s observation that in coun¬ 
tries with a tradition of female trading 
women are less keen on having special nghts 
appears relevant to the Jalari context as 
well.'* 

Female autonomy in economic matters Is 
expected to affect the central system of stat,;^ 
and power, especially that of male domi¬ 
nance. This does not seem to happen in the 
Jalari fishing society because legitimate 
power is controlled by men, and women’s 
status is derived from that of the men. 
Cultural mores and especially the Hindu 
ideology of female subordination seem to 
define, in many complex ways, the status of 
women. The Jalari women are highly com¬ 
mitted to personal achievement. They com¬ 
pete for money better than men. They are 
driven by a desire to accumulate wealth, not 
by a desire to gain personal autonomy. As 


a result, the significance of powerful 

Jalari women entrepreneurs remains only 

perceptual. 
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Trends in Women’s Employment, 1971-81 

Some Macro-Level Observations 

Nirmala Baneijee 

This paper seeks to understand the overall directions of the changes in the position of women as workers in 
the Indian economy and to place these changes in the context of the overall changes in the size and structure 
of the Indian labour force and its utilisation for productive purposes. 


I 

IntiHMlucticm 

THIS papci presents some of the results of 
a study' of changes in recent years in the 
position of women as workers in the Indian 
economy. The study had been undertaken 
in order to understand the overall direction 
of these changes and their regional varia¬ 
tions. While examining these changes, some 
proximate explanations which had im¬ 
mediately suggested themselves were also 
considered briefly. However, the main con¬ 
cern of this study has been to place the ex¬ 
perience tif women workers firmly in the 
context of overall changes in the size and 
structure of the Indian labour force and its 
utilisation for productive purposes. The 
whys and wherefores of these changes and 
their gender-wise specificities can be mean¬ 
ingfully analysed only when this reality on 
the ground is clearly understood by all those 
who are concerned with such issues. 

Perceptions of this reality are somewhat 
obstructed because the two main sources of 
macro-level data regarding these trends, viz, 
the decadal population census reports and 
the reports of the quinquennial surveys of 
employment and unemployment conducted 
by the National Sample Survey Organisation 
are subject to several kinds of limitations. 

There is an important stream ol literature 
dealing with these limitations. The limita¬ 
tions are mainly related to the lack of sen¬ 
sitivity of the concepts u.sed by them to the 
actual situation of Indian women workers. 
There is also a problem of the comparability 
of available estimates over time. In this 
paper, while care has been taken to avoid un¬ 
warranted comparisons and aggregations, I 
have not joined issue in that debate. 
However, .some basic problems which are in¬ 
herent to a study based on these data sources 
arc brielly mentioned here at the outset. 

The most important problem is that 
neither of these estimates assess the full ex¬ 
tent of women’s work. Their underestima¬ 
tion moreover is not of a uniform degree in 
the case of each region. This becomes clear 
when we examine the reasons for this under¬ 
estimation. These consist on the one hand 
of the nature of women’s work in our 
country—the fact that it is often home- 
based, intermixed with housework and other 
activities and also Often lacks market orien¬ 
tation. Census definitions of work and 
workers require that a person >pends the ma¬ 
jor part of his or her time on one activity 
(at least 183 days per year) and, except in 


cultivation, at least a part of the output is 
meant for the market. This rules out the in¬ 
clusion of a large section of women from 
the workforce. The NSS definition of a 
worker is much more permissive; at least one 
set of the estimates' include subsidiary 
workers al.so. Moreover, according to the 
NSS definition, there are several activities 
in addition to cultivation in the primary 
sector like dairying and other livestock 
maintenance or vegetable and fruit growing, 
which categorise a pcr.son as a worker even 
if the pioduct of those activities is not 
marketed provided the person works on such 
an activity for the major part of the time 
(NSSO 1988). These modifications make the 
NSS definition more sensitive to the condi¬ 
tions of women workers in India and as a 
result, NSS estimates of woman’s workforce 
participation rates (Wf-'PR) or the percen¬ 
tage of women workers to total women 
population ate significantly larger than those 
of the census foi each region of India and 
at comparable points of (jme. 

The sensitivity of the definition of work 
to reality is not the only reason why macro¬ 
level estimates of women’s WFPR fall short 
of reality. It has been observed that in India, 
even when women are economically active, 
there is often a lack of recognition or 
acknowledgement oi their status as a worker. 
Therefore, the specific method of collecting 
information for estimation of the number 
of workers can make tremendous difference 
to the size of the estimates; Anker has shown 
how the exact framing of questions regar¬ 
ding workforce participation as well as the 
sex of the interrogator and of the respon¬ 
dent make a significant difference to the out¬ 
come of such enquiries [Anker 1983). 

Therefore once again the NSSO, which 
uses more probing questions and better 
trained workers in their enquiries, comes out 
with estimates of women’s WFPR where 
inter-regional variations are significantly 
lower than in the census estimates. 

Nevertheless, even the NSSO estimates are 
not comprehensive mainly because of two 
kinds of difficulties. The investigators are 
not always able to overcome problems of 
non-perception of women’s work by every¬ 
body including the women themselves. And, 
within the standard framework which allots 
one worker to one kind of activity, women 
who work on multiple tasks often get left 
out of workforce estimates [Bhattacharya 
1985], For this the NSSO attempts a further 
classification of women’s ‘non-economic’ ac¬ 
tivities or activities other than the gainful 


ones, to obtain what is called an estimate 
of an extended workforce.’ 

For this paper, however, 1 have operated 
within the limitations of the standard deHni- 
tions of work and a worker that are used by 
census and NSS authorities because my 
main focus was on inter-temporal changes 
in each region and not on the inter-regional 
differences.’ My analysis principally refers 
to the decade 1971 to 1981. The NSS data 
from the three surveys for 1972/73 (27th 
round), 1977/78 (32nd round) and 1983 
(38th round) arc used to supplement the 
analysis of census figures. For want of full 
information for 1981, this analysis has con¬ 
sidered 14 or 15 of the major states. Assam 
and Jammu and Kashmii as well as the 
north-eastern states and union territories are 
excluded.' 

II 

Participation of Women in 
Economic Activities 

According to census reports, over the 
period 1971 to 1981 there was a small but 
unambiguous increase in the percentage of 
main workers in total female population for 
both rural and urban areas of India as a 
whole. This was also true for most of the 
major states (Ihble 1). As mentioned above, 
main workers are those who had worked for 
the major part of the previous year (not less 
than 183 days). If one compares changes in 
women’s position with those in men’s the 
change becomes even more noticeable. For 
men there were only a few stales where there 
was any increa.se in the percentage of main 
workers and, at least in rural areas, those in¬ 
creases were of a very negligible value. In 
urban areas too, only Gujarat and Haryana 
showed a noticeable increase in the propor¬ 
tion of main workers in the male popula¬ 
tion. For the rest, this change was either 
negligibly small or negative. In the case of 
rural women, on the other hand, in almost 
all states except UP and Himachal Pradesh 
in the north and Kerala in the south, there 
was a significant positive shift in women’s 
WFPR. In urban areas too, except for 
Andhra Pradesh, Bihar, Kerala and UP, 
there was a marked improvement in the pro¬ 
portion of main workers in the female 
population. In many cases like Punjab, 
Haryana or West Bengal, the high positive 
rates of change could be largely attributed 
to the fact that initially the WFPR of women 
was very low: but the same trend was also 
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noticeable in states like Ibmi) Nadu, Kar¬ 
nataka and Rajasthan which traditionally 
had a relatively higher WFPR of women in 
both urban and rural areas. 

Marginal Workers^ 

If one adds the percentage of marginal 
workers to the ranks of main workers, the 
results indicate an even sharper increase in 
women's WFPR which holds good for rural 
and urban areas of India as a whole as well 
as for all the states for which information 
was available. In fact, for both men and 
women, the more marked increase was in the 
ranks of marginal workers (Ihbie 2). The in¬ 
crease for men appears to be much larger 
because in 1971 the percentage of marginal 
workres among men was very low in all the 
states, liven after its enormous increase dur¬ 
ing the decade 1971-81, this proportion still 
remained very low in both rural and urban 
areas of all slates. The sex ratios of marginal 
workers (columns 6 and II of Table 2) in¬ 
dicate that even after the very sharp increase 
in marginal workers in the male population 
oxer the 1971-1981 decade, the number of 
women marginal workers was considerably 
higher than that of men marginal workers 
for both rural and urban India as well as in 
every state. Urban Kerala was the only ex- 
,ception. In other words, in almost all of 
these sub-regions excepting urban Kerala, 
marginal workers were a higher proportion 
of the population of women than of men. 
The difference in this respect between men 
and women was sharper in the rural areas 
of most states, except Kerala and West 
Bengal. 

Incidence of Unemployment 

The sharp increase in the number of 
maiginal workers could be an indication of 

Tabi i- I. ProI’orikin 111 Main Will 


the increase in the extent of unemployment 
(as measured by the number of days rather 
than the number of persons unemployed). 
That this increase was fdster for men would 
seem to suggest that the increase in the in¬ 
cidence of unemployment was particularly 
serious for men. Since census reports do not 
provide data on unemployment, changes in 
those rates according to NSS data for ap¬ 
proximately similar years (27th round 
1972-73 to 38th round 1983) were used. 
Thble 3 shows that the rates of of unemploy¬ 
ment for women moved erratically over this 
period but there was a trend lowands a slight 
decline. But for men in both rural and urban 
areas there was a significant increase in the 
extent ot unemployment. Kalpagam has 
shown that these discrepancies between 
trends in male and female unemploymen* 
held good foi most states [Kalpagam 1987, 
lables No C D 7. pp 30-31, and CDS 3, 
pp 161-162|. However, there was no signifi¬ 
cant correlation between state-wise rates of 
male unemployment as per NSS* estimates 
and slate-wise rates of increase in the pro¬ 
portion ol male marginal workers as per 
census returns. 

Table 3 gives estimates of unemployment 
as per three different concepts that are used 
by the NSSO to as.sess a person’s employ¬ 
ment status. In the usual status estimates 
only a person who had been uneropitqed for 
the majority of days in the previous year is 
categorised as unemployed. By the current 
weekly status criterion, however, a person is 
considered unemployed if he or she was 
unemployed for the majority of days in the 
previous week. And the same is true of cur¬ 
rent daily status wl^ere, to be con.sidcred 
unemployed, a pcrson'had only to be so on 
the previous day In other words, a usually 

rRS IN Poi'I 'l AIIIIN 1981, AND 1 IN iNt'RLASl O’ 
(Women per 100 men) 


employed person could still be classified as 
unemploy^ if this was her or his position 
only for the previous week or the previous 
day. It is easy to appreciate that whether or 
not unemployment rates go up steeply as one 
moves from usual to weekly to daily status 
really depends on the extent of the incidence 
of casual employment amongst workers. In 
India, as will be shown by ’Bible A of the 
appendix, the incidence of casual labour was 
significantly higher among women than men 
in both rural and urban areas. 

Hence the relatively steeper increase that 
we find in women's unemployment rates as 
we go from usual to weekly to daily status. 
However, the point to note is that, over this 
period, the rates of unemployment by all 
concepts had increased for men while those 
for women had gone down slightly. More¬ 
over, for men there had been a greater in¬ 
crease in weekly or daily status unemploy¬ 
ment than usual status unemploymient. This 
can be partly accounted for by the fact that 
there had been some increase in the share 
of casual labour in men’s employment in 
rural areas over the period 1977-78 to 1983. 
For women there was a slight fall in rural 
areas in the corresponding figures. 

Rates of unemployment by the usual 
status criterion were, however, probably not 
comparable between men and women. For 
men, these rates indicate the extent of 
chronic unemployment of people willing but 
unable to work. For women, on the other 
hand, it has often been noted that in case 
work IS not available, women tend to 
withdraw from the labour force and do not 
report themselves as unemployed. ' 

According to NSS figures for 1983 (38th 
round), of the men who were outside the 
workforce but willing to work, about three- 
1 1971 AND Si X Ratio oi WoKxbR.s 


Ruial _ _ Urban _ Sex Ratio 

Region Mjilc female Male Fema le R ural Urban 

Plop m Increase Prop in Incicase Piop in Increase Prop in Increase 1971 1981 1971 1981 

1981 over 1971 1981 ovei 1971 1981 over 1971 1981 over 1971 


All India 

53 

( ) 2 

Andhra Pradesh 

60 

( ~) 

Bihai 

50 

(- ) 5 

Ciujaral 

53 

X 

Haryana 

49 

X 

Himachal Pradesh 


(■ ) 7 

Karnataka 

56 

(-) X 

Kerala 

42 

( ) 1 

Madhya Pradesh 

55 

negl 

Maharashtra 

54 

1 

Oris.sa 

55 

( ) 1 

Punjab 

54 

( ) 2 

Rajasihan 

51 

( ) 5 

Tamil Nadu 

58 

I ) 1 

Uttar Pradesh 

51 

( ) 5 

West Bengal 

49 

1 


16 

22 

48 

(-) 1 

7 

31 

18 

49 

( ) 3 

10 

10 

4 

44 

( ) 8 

4 

13 

II 

50 

4 

5 

5 

113 

SO 

9 

4 

19 

(- ) 10 


( -) 2 

10 

22 

43 

48 

( ) 1 

10 

13 

( ) 4 

40 

( ) 7 

10 

26 

24 

47 

1 

8 

31 

29 

50 

(-) 2 

9 

It 

62 

49 

( ) 2 

8 

2 

139 

52 

2 

4 

II 

14 

46 

1 

4 

28 

58 

51 

X 

II 

.5 

(-)18 

47 

(-) 2 

3 

t 

35 

49 

(-) 3 

5 


to 

23 

29 

.12 

13 

) X 

45 

53 

20 

20 

) 9 

17 

19 

8 

8 

\ 

22 

24 

10 

10 

34 

4 

9 

5 

7 

«7 





13 

27 

39 

17 

20 

1 ) 7 

32 

34 

29 

29 

14 

36 

45 

14 

16 

10 

46 

58 

13 

15 

17 

12 

20 

It 

13 

39 

1 

3 

5 

6 

15 

16 

19 

7 

9 

20 

30 

47 

17 

21 

( )4 

12 

10 

5 

5 

19 

9 

12 

6 

8 


Noje : X - Less than I 

Source: Census of India 1971 senes I Pt II B(i) general 
Census of India 1971 series 1 Pi II B(ii) general 
Census of India 1981 senes 1 Pi II special report 


economic tables. Table B 1 (IIA), pp 18-65; 1975. 
economic tables, fable B VII, pp 291-302; 1977. 

and tables on 5 per cent sample data. Tables Bl, B3, and B7. pp 2-3, 6-9, 24-29, 1983. 


Economic and Political Weekly April 29, 1989 


WS-ll 




rourths had reported themselves as un¬ 
employed. For women in that position, less 
than a quarter had acknowledged that they 
were unemployed. There are therefore 
seriou.s gaps between women's need or will¬ 
ingness to work and recognition of this by 
the women them.sclvcs as well as their 
families. Therefore, that the usual status 
unemployment rates were occasionally lower 
for women than for men need not imply that 
there was less incidence of chronic unemploy¬ 
ment among women. The very much higher 
proportion of marginal workers in the rural 
female population was probably a much 
more telling indication of the extent of 
underemployment in the female population 
( lable 2, column 4). 

Incidence of Child Labour 

A remarkable feature of the 1971-81 
decade was the sharp increase in the ranks 
of female child labour in rural areas. This 
increase was all the more glaring when one 
takes note of the fact that over the same 
period, male child labour in rural India went 
down in absolute numbers. Table 4 shows 
this contra.st between the diverse experiences 
of girls and boys very vividly. Except for a 
few marginal exceptions, of which Maha¬ 
rashtra was noteable, the absolute number 
as well as the WFPR of rural male children 
of ages below 14 years went down very 
sharply in all regions. At the same time, for 
girls, both the absolute number and the 
WFPR went up even more dramatically. 
There were a few exceptions like Bihar and 
UP as well as Gujarat and Kerala; but for 
rest the same pattern repeated itself in both 
rich and poor areas (lable 4). 

In urban areas child labour in general 
formed a much smaller proportion of the 
child populations. Nevertheless, between 


1971 and 1981, the number of urban male 
child workers increased by only about 10 per 
cent and their WFPR fell slightly. For girls, 
the absolute number of workers increased 
by about SO per cent and the WFPR also 
rose significantly. In trying to understand the 
factors causing this sudden spurt one thing 
stood out very sharply. The number of girl 
workers in both rural and urban areas had 
increased faster in states where the WFPR 
of women had gone up faster, in fact, the 
correlation coefficient (R‘) between rates of 
growth of state-wise all female WFPR and 
the WFPRs of girls below 14 years wa.s as 
high as 0.91. In other words, as more women 
worked, more girls also followed suit. This 
could well be because girls were sent to work 
when they could work alongside older 
women of the family. It is significant to note 
that, as Table 4 shows, the number of girl 
cultivators (i e, those who worked on their 
family plots) had gone up much faster than 
girls working as agricultural labour. Outside 


agriculture too, the majority of girls worked 
in household industry in rural areas and ser¬ 
vices in urban areas. These were also the 
more important non-agricultural venues for 
women workers. 

In a recent paper Sundaram had argued 
that, for the S-14 age group, inter-regional 
variations in female WFPR can be satisfac¬ 
torily explained in terms of three hypotheses 
[Sundaram 1988]. One, girls’ WFPR are 
negatively related to the level of general fer¬ 
tility, i e, higher fertility rates put greater 
burden on girls of looking after siblings and 
reduce their WFPR. Second, higher levels 
of asset base of families, especially of 
livestock, increases the WFPR of girls very* 
significantly. That is to say, girls tend to 
work more when their families have some 
productive assets, specially land and/or 
livestock. And, lastly, girls' WFPR fall as 
the standard of living of the family goes up. 

It is not clear whether the same three fac¬ 
tors would be capable of accounting for the 


Table 3: Unemployed as Percentage of the Total Labour Force by Activity 
Status: All India 


Type of Status 


Male 



Female 


(1) 

27th 

Round 

(2) 

32nd . 
Round 
(3) 

38th 

Round 

(4) 

27th 

Round 

(5) 

32nd 

Round 

(6) 

38th 

Round 

(7) 

Rural 

1 Usual 

1.2 

1.3 

1.4 

0.5 

2.0 

0.7 

2 Current weekly 

3.0 

3.6 

37 

5.5 

4.1 

4.3 

3 Current day 

6.8 

7.1 

7.5 

11.2 

9.2 

9.0 

Urban 

t Usual 

4.9 

5.4 

4.6 

6.0 

12.4 

4.8 

2 Current weekly 

6.0 

7.1 

6.7 

9.2 

11.0 

7.5 

3 Current day 

8.0 

9.4 

9.2 

13.7 

14.5 

11.0 


Sources: 38th round January-December 1983. No 341 Report on the 3rd quinquennial survey 
on employment and unemployment, June 1987, Ihble 8, page 36, Table 15, page 55 
and Table 18, page 61. 


Tabu 2; Phoi>()kiion of Marginai Workers in Pohui ation 1981, and Increase over 1971 in It and Sr\ Ratio 

(Female per 100 males) 


Rural_ _ Urban 


Region 

Male 

Female 


Male 

Ic 

nalc 



Prop in 

Increase 

Prop in 

Growth 

So\ 

Prop in 

Increase 

Prop in 

Increase 

Sex 


1981 

over 1971 

1981 

on 1971 

Ratio 

1981 

over 1971 

1981 

over 1971 

Ratio 

(1) 

(2) 

(3) 

(4) 

(-■i) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

All India 

1 

644 

7 

198 

576 

.\ 

819 

1 

196 

172 

Andhra Pradesh 

1 

256 

8 

79 

12.56 

.\ 

194 

1 

II 

400 

Bihai 

1 

1812 

5 

390 

449 

X 

4550 

1 

1217 

104 

(iiijaiai 

1 

530 

13 

329 

I486 

\ 

281 

1 

62 

289 

llaisanu 

1 

1108 

8 

469 

606 

X 

10800 

X 

177 

151 

Himachal Pradesh 

3 

419 

14 

276 

430 

14 

847 

1 

1345 

200 

kat halaku 

1 

227 

8 

166 

1063 

X 

493 

1 

3.54 

231 

keiala 

4 

1613 

4 

302 

109 

3 

2246 

2 

166 

69 

Madhya Piadesh 

1 

473 

10 

130 

884 

X 

348 

1 

82 

244 

Maharashtra 

1 

920 

9 

110 

612 

1 

684 

1 

66 

127 

Orissa 


388 

10 

158 

633 

1 

694 

2 

88 

200 

Puniab 

1 

10986 

5 

11668 

578 

X 

3920 

X 

1350 

250 

Ka)a.sthan 

1 

304 

14 

115 

1152 

X 

300 

1 

50 

436 

Tamil Nadu 

1 

970 

6 

105 

634 

X 

997 

1 

66 

221 

Uttai Piadesh 

.\ 

945 

3 

609 

548 

X 

3240 

X 

1524 

239 

West Bengal 

2 

465 

3 

2840 

139 

1 

3304 

1 

2742 

84 


\ I css than 1 
Sonne: Same as l.TbIc I. 
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changes in girls’ WFPR over lime, i c, 
whether or not it was the changes in any or 
all of these three variables—fall in general 
fertility rates, increase in asset base per fami¬ 
ly and fall in income levels of families- -tfiai 
had led to the increase in WFPR of females 
of the below 14 years age-group. It is true, 
that the general levels of fertility in India had 
fallen slighly over this decade and this was 
particulaily true of the states where there 
was a noticeable increase in women’s and 
girls' WFPR" but it does not seem likely 
that the average asset base of a rural family 
(measured by Sundaram by the average si/c 
of net cultivable land per rural household) 
could have gone up ovei this period Rather, 
with increased rural population thcie would 
be a fail in it. Also the increase in this pctiod 
in the WFPR of girls under 14 years of ag- 
was confined overwhelming!v to cultivation 
There was hardly any inctease in the absolute 
number of girls engaged in category III of 
the same which covers livestock based 
operations. 

Similarly, it is also not likely that this 
increase in giils’ WFPR was particulaily 
related to tall in income levels ol families. 
Ihis vsas probably tiue of a significani sec¬ 
tion of rural households llowevei, in that 
ca.se it seem unlikely that bovs’ Wf PR would 
have fallen ovei the same period In fact 
while theie is no dolibt that the richer 
families do vvuhdiaw their women lioni the 
labou: loice, the decision ivlietli!.t to put 
girls below 14 in the niaiii woikforce. special¬ 
ly in cultivation, works not as a sttaightfoi 
waid ecoiionnc Innclion but through the 
cultural traditions ol different groups “ And 
in times of a sudden tall in lamily Ion lines, 
it would be much more likely that boys me 
sent out to work hcfoic the diasiic .step ol 
allowing young gii Is to be seen to be work¬ 
ing is taken In fact in the case of such a 
rapid change in a rcafatively short period of 
a decade, it is perhaps more likely that some 
rural families, with imptovmg standards of 
living, had decided to keep boys out of the 
workloicc and trrnn them for belter jobs and 
had substituted gn Is in their place m family 
activities. 


Since the increase in female WFPR in the 
age-group below 14 was closely related to the 
increase m general female WFPR, there was 
piobably a common explanation for the two 
phenomena. .And becasue this increase was 
not common to all activities but was con¬ 
fined to a few specific ones, specially 
agriculture, it could be discussed better on 
an activity-wise basis. 

It IS worth noting, however, that the 
average daily earnings of female child labour 
III agriculture were, if anything, slightly 
higher than those of male child labour, pro¬ 
bably because girls could do the better paid 
skilled tasks of women (e g, transplanting) 
but boys could not do those of men (e g, 
ploughing) \Sarvekshana, 1981. p 5126). 

In any case this phenomenofi deserves a 
more detailed examination. As it is, increas¬ 
ing WFI’R of adult women often means that 
girls aic taken out of schools to look after 
the housework If now they are also being 
haiiicsscd into the workforce, then the 


overall trend implies a serious curtailment 
in the rights of little girls for education and 
for childhood itself. 

Ill 

Avenues of Employment 

As Table 5 shows, the decade 1971-81 saw 
some marked changes in the role of women 
in the Indian economy, and specially in the 
rural sector. Three aspects deserve notice: 
One, women came to account for a larger 
proportion of the overall rural labour force. 
Two, this increase in the sex ratio of workers 
was most marked in agricultural activities. 
And three, in spite of that rise in women's 
share in agriculture this had not come about 
by rural women workers getting more con¬ 
centrated in agriculture. The proportion ac¬ 
counted for by agriculture in the rural female 
labour force had not increased significantly 
for India as a whole. Among states, it went 
up only in Punjab, Haryana and Orissa 


1 Mil 1 4 t’lRI l-NIXlil C'llANCil BnWItN 1971 ANIl 1981 IN Nl,MBl-RS A-NI) WFPR 
<11 Bovs AND CilRI S B1 low 14 VlARS—R uRAI OnIV 


Stales 

Percentage Increase 

Peiccntage Inr 

rpase in WI'PR 


in Numbers 






Male 

Female 

.Mam 

Mum 

Culiivaior 

Agri'.'ulluie 




Workeis 

Workers 

Female 

Female 




Male 

Female 



(II 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

India 

( I « 

30 

( ) 17 

22 

36 

12 

Andhia Pradesh 

( I ' 

42 

(-) 14 

23 

42 

25 

Bihar 

( ) 2I 

' ) 1 

( )2; 

( ) 32 

33 

( )9 

Gujarai 

1- ) 16 

( ) 4 

( - ) 13 

( ) 26 

( )25 

( ) 10 

Maryana 

( )9 

81 

( ) n 

79 

116 

74 

Himachal Pradesh 

( 1 19 

( 1 15 

( )31 

1 ) 26 

( 122 

C )73 

Karihitaka 

*2 

55 

( )V 

41 

50 

.50 

Kerala 

( ) 6 

( 1 33 

( ) 50 

( ) 37 

0.0 

( ) 46 

.Madhya Pradesh 

8 

5(1 

( 1 5 

33 

59 

15 

Maharashiia 

13 

51 

3 

40 

57 

31 

Orissa 

I ) 10 

79 

( ) 18 

70 

150 

78 

Punjab 

( - ) 2S 

175 

( ) 30 

184 

200 

300 

Rajasthan 

( 1 12 

30 

( ) 29 

60 

12 

(-) 29 

1amil Nadu 

< 1 4 

68 

( 19 

59 

100 

59 

Ullai Pradesh 

( >4 

( >-21 

( ) 19 

( ) 38 

( )29 

(- ) 50 

West Bengal 

(-■)5 , 

47 

( ) 13 

30 

55 

10 


Source: Census of India, 1981, Series I, Part III B (i) Main Workers, General F,conomic Tables 
flables Bl 1 and BI2|. 


I Mil 1 .\i I India iMH'siRv-wisi Disiribi iion oi I i mai i MmnWorrir 1971-81 

Indtisiiv ( ode Riiial_ _ Urban 

share in FniployiiKnil _ Sex Ralio Share in Finphiymcnl _Sex Ratio 




1971 

198' 

1971 

1981 

1971 

1981 

1971 

1981 


(1) 

(21 

(3) 

|4) 

(51 


(7) 

(8) 

(9)__ 

1 f II 

Cuhixaiors and agrieultinal 










labourers 

87 0 

87 4 

25 

32 

217 

21 2 

26 

28 

III 

livestock, forestry, fishing, hunling 










and planlatiuii orchards and 










allied activities 

2 5 

I 8 

23 

21 

2.0 

1 9 

14 

14 

IV 

Mines and quarries 

— 

- 

18 

20 

1 

— 

11 

7 

V a) 

Flouseliold industry 

.3,6 

3.8 

27 

38 

10.0 

10.4 

26 

33 

V b) 

Other than household indtisirv 

t 6 

2 1 

15 

16 

12.9 

14.3 

6 

7 

VII 

Trade and commerce 

1 0 

1 1 

8 

10 

8.2 

8.9 

4 

6 

IX 

Other services 

3,4 

29 

14 

16 

38.1 

37.4 

19 

22 


All sectors 

100 0 

KXI (1 

23 

29 

100.0 

100.0' 

12 

13 

Sources: 

Census of India 1971. Senes i, Pt IIB (i) (leneial I conomie Tables, lablc B.1 (Pt A), page 18.2. Census of India 1981, Senes 1. Pi 11, 
Special Report and tables, based on 5 per cent sample data. Tables Bl, B3 and B7, pp 2-3, 6-9 and 24-29, 1983. 
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where traditionally agriculture had been 
relatively less important for the rural female 
workforce! In other states generally, the share 
of agriculture in rural female workforce went 
down: only in Andhra Pradesh and Ihmil 
Nadu, did it go up slightly from its already 
very high level in 1971 (over 85 per cent). A 
small part of the increase in female agricul¬ 
tural workforce was accounted for by rural 
child workers for whom most of the increase 
in absolute numbers as well as in the pro 
portion was concentrated in agriculture. 

The increase in women’s share in agricul¬ 
tural workforce was quite remarkable even 
in states where it had already been high. In 
1971 in Andhra Pradesh and Maharashtra 
there was one woman to two men workers 
in agriculture. In Ikmil Nadu and Madhya 
Pradesh, the proportion was one woman to 
three men. By 1981, through increases of 20 
to 60 per cent in the number of women 
workers, several states like Andhra, 
Maharashtra, Madhya Pradesh and to only 
a slightly lesser extent, Dunil Nadu and 
Karnataka were well on the way to women 
doing 40 per cent or more of agricultural 
work. Tkble 6 gives the sex ratios of culti¬ 
vators and agricultuiul labours to support 
this. 

Feminisation oj Agriculture 

The increase in women’s share in 
agricultural work was no doubt partly due 
to the fall in rural men’s WFPR (Ihble 1). 
But several other more important factors 
were also at work. One of these shown in 
Ihble 6 indicates thtd, in the relevant period, 
the use of labour in agriculture had gone up 
both due to increase in the gross cropped 
area and also in the number of workers per 
unit of gross cropped area. 

The picture was not uniform for all states. 
In the south in general gross area under crop 
went down but absorption of labour in 
agriculture went up. This tatter could 
possibly by a result of a shift in the south 
towards more land being put under paddy 
which is a more labour.intensive crop."’ In 
the richer states of Punjab, Maharashtra and 
Gujarat, there was probably a tendency 
towards economy in the use of labour, 
perhaps because in these states, as Kalpagam 
had noted, there was a faster rise in use of 
wage labour in agriculture, specially among 
men [Kalpagam, 1987, Ihbles 25A, p 74]. 

Generally an increase in the total work¬ 
force requirement by increase in cropped 
area and labour per unit of land would 
favour women. Specially in the busy season, 
additional male labour might not be locally 
available. If local women come forward to 
work then they would be used before labour 
is imported from elsewhere. 

Cultivators and Agricultund Labourers 

An interesting aspect of this increasing 
feminisation of agriculture is the fact that 
there was a marked increase in Um percen¬ 
tage of women working as cultivmors. As 
against that the percentage working as 
agricultural labour had gone down some¬ 


what. As Ihble 7 indicates, the proportion 
of women to men cultivators (sex ratio) wnit 
up by over a third. Nevertheless, since there 
had been a much higher proportion of 
women working as agricultural lajmur in 
1971 and since the overall participation rates 
of women went up much more sharply than 
those of men over this decade, there was an 
increase in the proportion of women to men 
working as agricultural labour. 

Ibble 6 shows that the increase in the 
number of women cultivators was more 
marked in the western and southern states, 
especially in Maharashtra, Ikmil Nadu, 
Andhra Pradesh, Madhya Pradesh and 
Rajasthan. For example, in Maharashtra in 
1981 every third cultivator was a woman. 
\nd, mnarkably, these were also some of 
the states where the number of women 
agricultural labourers had increased quite 
fast. In Andhra Pradesh and Maharashtra 
in 1981 there were more women agricultural 
labourers than men. In Dunil Nadu and Kar¬ 
nataka there were almost the same numbei 
of women agricultural labourers as men. 

These findings based on census are not in¬ 
consistent with the analysis of available 
NSSO data regarding increase in wage 
employment for women. As Kalpagam has 


shown, between 1972*73,and 1983, the pro* 
portions of wage labour amongst women 
workers increased unambiguously only in 
Punjab, Madhya Pradesh and Gujarat. In 
othn states like Maharashtra, 'Amil Nadu, 
Andhra Pradesh and Karnataka there was 
no clear indication that there was a rdativdy 
faster increase in wage woilc for women in 
rural areas [Kalpagam, 1987, Ikble 25B, 
p 75). If one takes the country as a whole, 
the NSSO figures in fact indicate that, in 
categor|K,0 (agriculture; forestry and fishery) 
the proportion of women working as casual 
labour went down slightly both in rural and 
urban areas. The proportion of women 
working as self-employ^ went up. For, men 
the percentage of casual labour in agricul¬ 
ture went up and the percentage of self- 
employed went down in the rural areas 
(Appendix Ikble A). In other words, in 
several states where women’s work in 
agriculture had increased particularly fast, 
it was due not only to a rise in women work¬ 
ing as agriculturaJ labour; there was also a 
marked increase in women working as culti- 
t^tors on their own land. 

Ihble 6 indicates that there was a fairly 
close relationship between a faster than 
average increase in the number of women 


Tahi I 6; Changes in Gkoss Cropped Area and in the Size and Sex Composition of 
Acricuitural Workforce. 1971-1981 


Region 

(1) 

Percentage Change 
between 1971-72 
and 1980-81 

Percen¬ 
tage in 
Male 
WFPR in 
Agricul¬ 
ture 
(4) 

Sex Ratio (Female per 100 Male) 

Gross 

Cropped 

Area 

(2) 

Workers 

Per 

Hectares 

(3) 

Cultivator Agricultural Labour 

1971 1981 1971 1981 

(5) (6) (7) (8) 

All India 

6 

9 

(-)3 

14 

19 

51 

60 

Andhra Pradesh 

(-)3 

28 

4 

21 

32 

93 

106 

Bihar 

4 

9 

(-)2 

6 

10 

36 

36 

Gujarat 

8 

12 

(-) 5 

14 

17 

51 

58 

Haryana 

8 

17 

(-)3 

3 

10 

7 

12 

Karnataka 

(-) 3 

35 

(-) 1 

13 

20 

58 

91 

Kerala 

(-)3 

(-)4 

(-) 13 

6 

10 

54 

60 

Madhya Pradesh 

2 

23 

{-) I 

24 

35 

83 

92 

Maharashtra 

16 

8 

(-)5 

33 

50 

85 

110 

Orissa 

24 

(-)2 

5 

4 

9 

25 

47 

Punjab 

18 

(-)2 

(-)3 

0.2 

1 

1 

6 

Rajasthan 

3 

16 

(-)2 

14 

19 

41 

48 

Ihmil Nadu 

(-) 15 

49 

(-)2 

15 

29 

60 

91 

Utwr Pradesh 

7 

6 

(-) 1 

8 

8 

30 

27 

West Bengal 

5 

14 

(-)5 

3 

5 

14 

18 


Sources-. Columns 2 and 3—Government of India, Central Statistical Organisation, Statistical 
Abstract India, 1974, No 20, Ihble IS, p 44, 1975; Government of India, Central 
Statistical Organisation, Statistical Abstract India 1M4, No 27, Ihble IS, p 48, 1985. 
Columns 4-8—same as Ihble 1 


Table i. Cultivators and Aoricultural Labour as Percentaoe of Main Workers—Rural 

AluIndia. 1971 AND 1981 




Cultivators 



Agricultural Labour 


1971 

1981 

Percentage 

Change 

1971-81 

1971 

1981 

Percentage 

Change 

1971-81 

Men 

56.0 

54.8 

-2.2 

25.2 

24.1 

-4.4 

Women 

32.7 

37.1 

■FI3.4 

54.3 

50.2 

-7.5 

Sex Ratio 

14 

19 

-F35.7 

50 

61 

-F22.0 
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of male occupations in rural areas. In states 
where the share of agriculture in the rural 
male workforce fell by more than the all- 
India average, there was a sharper increase 
in the ranks of women cultivators. Kerala, 
Mahdrashtra, Orissa, West Bengal and, to 
a lesser extent, Punjab, Haryana and Ihmil 
Nadu belonged tg this group. 

Poverty and Women’s Work 

Interestingly, the group of states mention¬ 
ed in the previous paragraph roughly corres¬ 
ponds to the group of states where the pro¬ 
portion of rural persons below the poverty 
line fell relatively faster in the period 1977-78 
to 1983-84 [Hanumantha Rao, 1986]. The 
reasons behind the reduction in poverty were 
probably different for different regions. For 
Kerala, the process was apparently related 
to a large-scale shift of workers out of 
agriculture: in 1981 the share of agriculture 
among rural workers in Kerala was less than 
50 per cent. Fbr other states like Punjab, 
Haryana and Maharashtra, however, the 
source of prosperity was primarily agricul¬ 
ture and the proportion of workers in 
agriculture continued to be high. 

It has been argued by several scholars that 
the increase in the ranks of women agricul- 
'tural labour was a result of the increase in 
the pressure of poverty on rural households 
[Chatterjee, 1982; Agarwal, 1986], These 
scholars have based their arguments mainly 
on data for the period 1964-65 to 1974-75 
from the periodical Rural Labour Enquiries 
as well as NSSCVs Household Consumer En¬ 
quiries for the corresponding time periods. 

However, for the decade 1971 to 1981, 
available data did not corroborate this 
hypothesis. Increase in the number of 
women agricultural labour was the highest 
in Punjab, Gujarat, Haryana and Maha¬ 
rashtra which were not only among the 
richer regions of India but also the regions 
where the percentage of persons below the 
poverty line had fallen fa.ster over the period 
1972-73 to 1983 according to Household 
Consumer Expenditure Surveys [NSSO 27th 
and 38th rounds Consumer Surveys]. As 
against that, areas like UP and Bihar, where 
there was little change in the poverty level, 
were also the states where the number of 
women agricultural labourers increased the 
least over the decade 1971-81. 

Both the R^ (correlation coefficient) and 
(rank correlation coefEcient) between 
changes in poverty levels between 1972-73 
and 1983 and chsmges in the number of 
women agricultural labourers between 1971 
and 1981 were positive but low at .21 and 
.15 respectively. 

Even apart from the question of the ap¬ 
plicability of such Statist!^ measures to this 
problem, the hypothesis that increases in 
rural poverty would influence the extent of 
women’s wage labour is difflcult to test. The 
available data give only the ex poste fl|uivs 
of employment; that is to si^ of the number 
of women who had actually got work. In 


Older to use this data to indicate the increase 
in the willingness of women to work at going 
wage rates (a shift of tte supply schedide)— 
which would be the logic of the above- 
mentioned hypothesis—we would have to 
assume that initially there was an unfulfilled 
demand for women's labour. Otherwise, the 
increased supply of women labour would 
not be absorbed in the labour force without 
creating unemployment. There was no 
available evidence to support either of these 
contingencies having taken place. Rather, 
Ihble 3 shows that unemployment amongst 
rural women was very high in 1972-73 but 
went down, if only slightly, over the next ten 
years. 

From another angle, if the increase in 
women's employment had been supply in¬ 
duced, it would have adversely affected 
women's relative earnings. But over the 
period 1972-73 to 1983, rural women’s 
relative average earnings per week increased 
from about 5ZS per cent to 69.44 of male 
earnings. This again supports the possibility 
of increased job opportunities for women 
over this period. The increase in women’s 
agricultural employment over the 1971-81 
decade therefore cannot be said to have been 
triggered off by more women seeking 
employment. It would probably be more 
justifiable to say that over this period more 
jobs became available for women. 

IV 

Other Avenues of Employment for 
Women 

Other Primary Sector Activities 

Outside cultivation, the primary sec'or 
consists of activities relating to livestock, 
forestry, fishery, plantations, orchards, etc, 
which together are categorised as Sector III 
in the census tabulation. The primary sector 
also includes mining and quarrying (Sec¬ 
tor IV). As Ikble 5 shows, thete two sectors 
accounted for just over 2 to 2.5 per cent of 
rural and urban women workers in 1981 and 


women's rale in them had not expanded over 
the previousi decade (Ddile 8). 

^e 

The most soious setback for women was 
the general shrinkage of employment in 
traditional plantations (Co(te-010-015) where 
they had always pitted an important role. 

In livestock related operations (Code 02) 
women’s share had increased somewhat but 
employment as a whole had grown slowly. 

As against that, employment in two sub¬ 
sections of Section III, viz, other agriculture 
(Code (X)8) and other plantations (Code 016 
to 019) had expanded fast in this decade, but 
in both of these the percentage of women 
workers had fallen sharply. These two groups ' 
coveted some of the fast growing commer¬ 
cial crops of the country; for example, social 
forestry was included in other agriculture. 

It has been noted that though social forestry 
had been promoted by the government with 
the declared aim of providing fuel and 
fodder to the poor, its products so far had 
been almost totally appropriated by paper 
mills. Therefore the project has neither 
reduced women's unpaid labour of collecting 
fodder and fuel nor given them additional 
opportunities for wage work. 

Similarly, commercial production of 
fruits, medicinal plants, chillies, etc, had in 
many cases replaced subsistence crops that 
small farmers used to grow for the families' 

'Wn consumption. There are some reports 
of women of peasant families protesting 
against this development [Omvedt, 1986] on 
grounds that it reduced their access to food 
and made them dependent on the cash nexus 
which was controlled by men. If, in addi¬ 
tion, they did not get a share in the employ¬ 
ment generated by such cultivation, the im¬ 
pact on their status would be even more 
adverse. The only section where the women’s 
role had improved somewhat was in live¬ 
stock-based operations' but the overall 
employment there had stagnated at the 
1971-81 decade. This was rather surprising 
since the 1970s saw the launching of Opera¬ 
tion Flood of the government of India. 


Tahi r 8: Pirsuns EMPtnvnD and Six Ratio oi Worki rs ior Sn i cii o Indusfries 
IN SfCTOR III: Aix India, Rural and Urban Combini-d 1981 


Section 

Total Employment 

Sex Ratio 

0) 

1981 (000s) 
Census 

(2) 

Percentage 
Change over 
1971-81 
(3) 

1981 Census 

(4) 

Per Cent 
Change over 
1971-81 
(5) 

(X)7 Roots, tubers, veg, 
flowers, etc 

106 

3.9 

28 

3.8 

008 Other agriculture not 
included elsewhere 

82 

1071.4 

7 

(-) 19.5 

010-015 'ftaditional plantation 

772 

(-)26.0 

81 

2.6 

016-019 Other plantations 

593 

204.1 

16 

(-) 16.6 

02 Livestock 

1856 

0.8 

15 

29.8 

05 Forestry and logging 

360 

53.2 

20 

36.4 

06 Fishing 

790 

34.8 

6 

18.2 


Note: 1) Tea. coffee, rubber, tobacco, pepper, cardamom. 

2) Nuts, fruits, coconut, ganja, cinchona, opium and other plantation crops. 

Sources: Census of India 1971, Series 1, Pt II B (iii). General Economic Ikbtes 1977, Ikble BIV— 
Pt A, pp 13-19 (based on 5 per cent sample data). Census of India 1981, Pt 11, Special 
Report on Pt II, 1983. Ikble B-12, pp 36-39. 
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Obviously, this had not made a signiHcant 
impact on employment. 

Of cour^ it is possible that iii many of 
the activities included in Ihble 8, women's 
work was even more under-reported than in 
regular cultivation because quite often keep¬ 
ing livestock or growing fruits, vegetables, 
chillies, etc, is considered a part of their 
regular household work. When the opera¬ 
tion gets commercialised, the fact that 
women do the work or at least supplement 
the labour input from time to time remains 
unnoticed. 

There are several studies on the role of 
women in the growing worldwide network 
of agribusiness. In Africa women have 
found very little scope in commercial pro¬ 
duction of fruits and vegetables which had 
replaced their subsistence agriculture 
[nidawe, 1982]. In Latin America on the 
other hand operations of fruits and flower 
picking and packing has created some op¬ 
portunities for casual work for women 
[Mexico Conference on Latin American 
Agriculture 1984]. It is important that the 
impact on women of this process of com¬ 
mercialisation of agriculture in India should 
be studied systematkaily. 

Mining and Quarrying (Sector IV) 

As a sector, mining and quarrying 
employed a very small fraction of Indian 
women workers and it was confined to only 
a few states, Bihar, Orissa, and West Bengal 
being the chief ones. Over the decade. West 
Bengal was the only area where women’s 
relative position had improved somewhat. In 
Bihar and Orissa there was a definitely 
adverse trend. Women's share in the employ¬ 
ment in coal mines which is by far the largest 
single employer in this sector went down very < 
sharply over this decade. In metal mining, 
particularly in iron-ore mining, women had 
formed a large part of the workforce but 
their relative position had deteriorated. 

It is to be noted that coal and metal min¬ 
ing concerns ate often under public sector 
management. Private companies involved 
are also leading industrial groups like Ihtas, 
Birlas, Thapars, etc Even then no steps ap¬ 
pear to have been taken to give any special 
scope to women. In fact there are reports 
that in the public sector coal mines, regulai 
registered women workers have been active¬ 
ly encouraged to retire and nominate male 
successors with the active connivance and 
support of both management and unions 
[Ghosh, 1984). 

lncrea.se in women's employment in 
mining was largely confined to the category 
‘other mining’ of which stone quarrying and 
mica mining were the chief components. 
These were largely run by contractors 
through hired daily labour. A slight increase 
in women’s share under such conditions 
when their employment in other regulated 
mines was stagnant was not a good omen 
for them. 

Incidentally, a compaiison between cen¬ 
sus figures of employment in different 


categories of mines and flguies of registered 
employment with the chief inspector of 
mines showed that there was serious under¬ 
reporting in the latter figure for the groups 
iron-ore mines (Code 120) and other mining 
(Code 19). This gap was accounted for by 
the incidence of casual labour. 


Manufacturing Industry—Household and 
Non-household 

As Ihble 5 had shown, the most impor¬ 
tant avenue for rural women’s employment 
outside cultivation was manufacturing in¬ 
dustry. In urban areas too, it accounted for 
a sizeable part of women’s employment. 


Tabli: 9: Household and Non-Household Manufacturing Employment and Sex 
Ratio by Industry Code: All India 1971-1981 



Industry Code 
Description 

Total Employment 
in Numbers 

1981 

Sex Ratio 

Per Cent Increase 
of 1981 over 1971 


(1) 

Ruraf 

(000s) 

(2) 

Urban 

(000s) 

(3) 

Rural 

(4) 

Urban 

(5) 

Rural 

(6) 

Urban 

(7) 

20 

Slaughtering, prepa¬ 
ration and preserva¬ 
tion of meat 

875 

706 

11 

9 

2.0 

28.7 

21 

Manufacture of food 

365 

390 

45 

15 

(-)41.1 

(-)21.5 

211 

Manufacture of 
other edible oils and 
fats 

66 

77 

13 

6 

(-) 32.1 

(-)4.7 

213 

Coffee curing, 
roasiings, grindings 

3 

5 

62 

27 

18.0 

(-)36.8 

214 

Cashewnut proces¬ 
sing (drying, 
shelling, salting, etc) 

28 

9 

424 

122 

( ) 56.7 

(-)69.1 

219 

Manu of food pro¬ 
ducts not elsewhere 
classified 

241 

247 

48 

17 

(- ) 37.1 

23.4 

22 

Manufacture of 
beverages and tobac¬ 
co products 

1187 

632 

115 

84 

119.7 

57.5 

23 

Manufacture of 
cotton textiles 

1545 

2287 

35 

16 

28.2 

8.6 

24 

Manufacture of wool 
silk, synthetic fibres 
textiles 

135 

271 

39 

20 

(-) 8.5 

70.0 

25 

Manufacture of jute, 
hemp mesta products 

93 

325 

II 

2 

(-) 1.4 

(-) 25.9 

26 

Manufacture of tex¬ 
tile products 

1418 

1423 

18 

11 

(-)28.5 

20.9 

27 

Manufacture of 
wood prods, wood 
furniture, fixtures 

1619 

813 

24 

9 

28.9 

8.5 

28 

Paper and paper 
products, printing 
publishing, etc 

122 

517 

5 

5 

0.9 

61.7 

29 

Leather and fur 
products 

245 

249 

5 

4 

5.4 

46.9 

30 

Rubber, plastic, 
petroleum and coal 
products 

74 

261 

11 

7 

166.0 

46.9 

31 

Chemical and chemi¬ 
cal products 

205 

525 

29 

18 

27.4 

38.6 

32 

Non-metallic mineral 
products 

1299 

527 

27 

18 

21.7 

8.5 

36 

Electrical, machinery 
apparatus appli¬ 
ances and parts 

66 

391 

3 

7 

(-) 18.0 

3.5 

38 

Other manufacturing 
industries 

405 

787 

7 

4 

(-) 31.5 

(-) 0.2 

389 

Miscellaneous pro¬ 
ducts such as 
jewellery 

88 

200 

30 

11 

6.5 

3.4 

50+51 

Construction and 
activities allied to 
construction 

1729 

1836 

13 

9 

21.2 

(-) 0.4 


Sources: Census of India 1971, Series I Pt 11 B (iii). General Economic Ihbles, llibie B IV Pt 
A, pp 13-29,1977. Census of India 1981, sieries I, Pt II, Special Report and tables bas¬ 
ed on S per cent sample data, Ihble 12 (Pt II), pp 36-S9, 1983. 
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Ovitf dw 19714! 4(Mile wonwil^ 
turint cnQiloyinenf had gone up by W per 
cent. Itl fastest vowing section was the 
urban non-household one; but even in 1981 
the bulk of women manufacturing workers 
were in the rural household industry. So, 
because men’s employment in the household 
sector was growing very slowly in urban 
areas and was almost stagnant in rural areas, 
the share of women in household industry 
had gone up in both rural and urban areas. 

Women’s participation in urban non¬ 
household manufacturing went up parti¬ 
cularly fast in Karnataka, Madhya Pradesh, 
Orissa and Ihmil Nadu. It is interesting that 
the states of Maharashtra, Gujarat and West 
Bengal where women’s employment in non- 
household activities, specidiy the organised 
manufacturing sector, had been high, did not 
feature in this list. Unfortunately, the state- 
wise details of industry-specific employment 
of women were not available So it was not 
possible to say which industries in the faster 
growing states were employing women. 

The 1971-81 decadal growth of women in 
manufacturing was in several senses a depar¬ 
ture from earlier trends. Although census 
records are not comparable over the entire 
20th jentury, there is a general consensus of 
'opinion among experts [J N Sinha, 1972; 
Mitra, 1981] that women’s role in manufac¬ 
turing had been steadily declining from 1911 
to 1951. In I%1 there had been a slight 
improvement in women’s share over the 
previous decadal estimate which had been 
an all-time low. Since the 1971 and 1981 cen¬ 
sus records are said to yield lower estimates 
of women’s employment than those of the 
earlier years, the fact that the 1981 estimate 
of women’s share in manufacturing employ¬ 
ment at 8.15 per cent stood very near the 
1961 share of 8.4 per cent would imply that 
there was a definite improvement in women’s 
role in manufacturing and the earlier declin¬ 
ing trend had been arrested. 

Another interesting though hardly con¬ 
clusive pointer is that the distribution of 
women workers between various manufac¬ 
turing industries had also altered somewhat. 
Sinha had shown that between 1911 and 1%1 
women had done badly in the manufactur¬ 
ing sector not only because their absolute 
tiumber had declined, but also because for 
the entire period over 90 per cent of them 
had been confined to only four industries— 
food processing, textiles and textile products, 
wood and wood products and ceramics. In 
1981, however, the share of these four in¬ 
dustries went down to 86 per cent. This was 
a small but significant change. 

Ihble 9 shows that even more important 
were the changes that took (dace within the 
four traditional industries employing 
women. In the cotton textile industry which 
was the single largest industrial employer, 
women’s share in urban employment rose at 
a negligible rate. In rural areas, they did only 
slightly better in the household sector of tex¬ 
tiles. In jute and allied industries, women 
lost out in both urban and rural sections. 


thl only semibn whtn'women's employ- 
molt rose was the newly dewdopiitg textile 
producu industry in both rural and urban 
areas (garments, etc). 

Similarly in the food, beverages and 
tobacco group, women were losing their 
share of employment in idl the traditional 
rural and urban sections like grain process¬ 
ing, coffee curing and cashew processing. 
They had gained somewhat in rural tobacco 
processing which is known to be a major 
user of home-based labour. 

To a certmn extent this shift of women 
workers was towards the more modern sec¬ 
tions of the industrial sector or towards 
newer products. Ibxtile products, rubber, 
plastic; petroleum and coal products, as well 
as chemical and chemical products would 
fall in this category. However, it should be 
noted that within each of these industries 
the movement of women workers need not 
always have been towards units using more 
modern or capital intensive techniques. In 
.several, like rubber, plastic, petroleum, ett^ 
the gains in women’s employment were in 
rural areas, which could be the section using 
more primitive techniques and producing 
less valuable products. The same was the 
case of manufacture of beverages and tobacco 
products. Even in the wool, silk and synthetic 
libie industry, women’s relatively faster gains 
in urban areas might still not mean an in- 
crea.se in their mill employment because 
there had been considerable expansion in its 
cottage-based powerloom section." Also, in 
any case, these industries did not absorb very 
large numbers of women workers. It is also 
likely that in some industries, specially food 
pVocessing, textile products as well as elec¬ 
trical appliances, etc, women’s employment 
had increased because of the increasing use 
of putting-out work which did not give 


workm Hie stttiu of ngukr ftdl-tiine 
workers (ICSSR1M3]. Incraue in tb^ kmd 
of onplt^ent ther^oie need not idwxys 
give women all the beneflts of working in 
a modern industry. 

Construction Industry 

Thble 8 also includes construction 
industry; it shows that though it is a big in¬ 
dustry, women played a minor role in it 
Over the decade, women’s share in it had in¬ 
creased in rural areas but had gone down in 
urban areas; women worked mainly in actual 
construction (Code 50) and very rarely in the 
allied industries (Code 51). The increase in 
women’s employment in rural areas could 
be a reflection of their participation in 
public works but no details were available ' 
about this. In the construction industry, the 
overwhelming majority of women worked 
as casual labour (Ilible A of the Appendix). 

Women's Employment in Services 

In the urban areas, by far the largest sec¬ 
tion of women’s employment was in the ser¬ 
vices but in rural areas the share was small. 
In both areas, while this was not a fast 
expanding avenue of employment for 
women, it was even less so for- men and, as 
a result, women’s share of service workers 
had increased significantly over this period. 

Ihble 10 shows that the share of women 
in the workforce was not insignificant in 
almost all service.s, and, moreover, it had in¬ 
creased over the decade. Educatiorial services 
was the largest single avenue of employment * 
in the services sector for both rural and 
urban women in 1981. Their employment in 
this section had grown by 60 per cent over 
the decade. In 1971 personal services (Code 
96) had been the largest group but, barring 
domestic service in urban areas where 


lAHLI 10- NI MBI-ROI WoMI N WoRKtKS in RIIRM ANP URBAN ShRVICrS, INDUSTRIF-S 
BY CoDi; Number Sfx Ratio for Ai i Worm rs 




No of Women Wor- 

No of Women Wor- 

Sex Ratio of R + U 


Code Number 

kers in 

000s 1971 

kers in 000s 1981 

Workers 


and Description 

R 

U 

K 

U 

1971 

1981 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

90 

Public and admin 








services 

42 

120 

71 

261 

3 

6 

91 

Sanitary services 

27 

70 

25 

66 

43 

41 

92 

Education, sciemific 








and research 








services 

255 

436 

400 

751 

28 

36 

93 

Medical and health 








SCI vices 

76 

147 

124 

248 

31 

35 

94 

Community services 

16 

17 

27 

28 

7 

10 

95 

Recreational and 








cultural services 

6 

13 

7 

17 

7 

7 

96 

Personal services 

403 

356 

366 

467 

30 

38 

960 

Domestic services 

125 

275 

124 

372 

60 

88 

961 

Laundry services 

229 

53 

222 

61, 

42 

53 

%9 

Personal services not 








included elsewhere 

44 

26 

IS 

30 

16 

12 

99 

Services not included 








elsewhere 

128 

105 

130 

156 

16 

15 


Sources: Census of India 1971, Scries I, Pt II B (iii). General Economic 'Kbies B-IV, Part A, 
pp 13-29, 1977; Census of India 1981, Series 1, Part II, Special Report based on 5 pec 
cent sample data, Pi II, ’Iiibles,B-l2, pp 36-59, 1983. 
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women'i employmeiit hsd grown by 40 per 
cent, the rest of these services which had 
been very, traditional (e g, village dais 
women barbers, etc) were increasingly being 
replaced by modern services like health 
workers. 

It is interesting that the expansion of ser- 
yices emidoying women was mainly in urban 
areas and the share of rural women workers 
was going down in all sections except in the 
state-sponsored community services (Code 94). 

The service group of industries can be 
divided into two categories. In the group 
consisting of services demanding some 
technical qualifications, persons were mainly 
employed as regular wage workers and often, 
since the employer was the state or state- 
sponsored institutions, women's working 
conditions were likely to be satisfactory. On 
the other hand, the other expanding group 
consisted mainly of domestic service where, 
though employment was on regular wage 
basis, the workers were unqualified and 
unorganised. So even though the entire ser¬ 
vices group of industries had by far the 
largest percentage of women in regular wage 
employment, the conditions of all workers 
were unlikely to be uniformly satisfactory. 

Apart from the sectors already considered, 
a significant section of urban women 
workers was engaged in retail trade. In rural 
areas, as a sector of employment, trade was 
of very little importance. Women’s share in 
trade had increased slightly overihe decade 
but was still very small compared to that of 
men. Most women traders were self- 
employed, but in the urban areas an increas¬ 
ing number were working as regular wage 
workers or casual daily workers as sales 
assistants, canvassers, etc. 

In the remaining sectors of commerce, 
communication and transport, women were 
a very small part of the total employed but 
in some of the organised sections like bank¬ 
ing, insurance, communications, as well as 
air transport, women’s share in employment 
has neatly doubled over this decade. In the 
more traditional sections their employment 
was insignificant and it had not improved 
over the pcricxl. 

IMative Earnings of Women 

A brief note on women’s relative average 
earnings would complete this picture. In 
'Ikble II are given men’s and women’s 
average daily earnings calculated on the 
basis of daily wage rates and average number 
of days worked in a week by either. Although 
the average earnings of women as compared 
to men had gone up between 1972/73 and 
1983, this table shows that there had been 
no significant improvement in the last five 
years before 1983. In rural areas the propor¬ 
tion had remained more or less constant in 
both agricultural and non-agricultural ac¬ 
tivities. This was in spite of a rise in women’s 
relative earnings in public works. However 
even in public works, which were run by the 
state, women earned less than two-thirds the 
earnings of men. In urban areas, women’s 
position had deteriorated in agriculture. 


In rural areas, in re^lar wage work, 
women’s earnings were above men's in agri¬ 
culture and the difference had widened. This 
was mainly due to concentration of women’s 
regular agricultural wage work in planta¬ 
tions. in other rural and urban activities, 
regular wage earning women had done 
somewhat better in selected manufacturing 
activities but these were mainly those where 
there were relatively fewer women. 

V 

Overall TVenda—Modemiaation 
and Women 

Since census records are the sole source 
of long-term trends in women’s occupations 
and industry-wise economic activities, there 
have been several studies based on those 
records of the impact of development on 
women’s role in the economy [e g, Sinha 
1972, Mitra 1981, Banerjee 198S]. Their 
broad conclusions were that over the course 
of the twentieth century, there was a secular 
decline in women’s traditional activities 
without a compensating expansion in their 
role in the modern sector. 'The modern sec¬ 
tor or the process of modernisation has 
generally been identified with several kinds 
of development such-as the opening up of 
the economy to wider markM forces, in¬ 
troduction of mechanised and energised 
tools and equipment in production and 
organisation of production processes in the 
capitalist mode. Census figures do not give 
any direct information on the course of any 
of these developments. However, in his study 
[Mitra 1981] Mitra had made certain 
assumptions about the role of different in¬ 
dustries in the process of modernisation and 
then .studied the shifts in the relative role of 
women in each kind of industry over the 


period 1961 to 19714n Order to assess the 
overall impact of the process of development 
on women in that decade.'^ 

Mitra had divided all occupations, into 
three categories, traditional, mixed and 
modern and assessed the sex ratios (number 
of women per 100 men) of workers in each 
occupation as well as in each of the groups. 
There were several problems with his cate¬ 
gorisation: studies of the array of 
technologies used in different industries in 
India and of the changes in them over time 
indicate that there are very few Indian in¬ 
dustries which can be attributed without any 
reservation to one or the other of the three 
broad categories—traditional, mixed and 
modern. In almost all cases, several varieties 
of technologies ranging from manual to 
highly mechanised are simultaneously in use. 
This applies even to Mitra’s group of tradi¬ 
tional activities, including agriculture, 
fishing and the leather industry. Similarly, 
production organisations also vary widely 
within most industries from the large-scale 
capitalist form to merchant capital opera¬ 
tions down to the self-employed producing 
for local markets. This is true of not only 
the category of mixed occupations but also 
of modern ones like chemical processes or 
medical technicians. In fact census records 
categorise activities only by the final pro¬ 
ducts and neither the proces.ses nor the skills 
nor the production organisations come in¬ 
to their scheme of classification. 

In spite of these problems, the 1961-1971 
exercise of Mitra had pointed to some in¬ 
teresting trends and therefore that exercise 
was extended to 1981 by continuing with the 
categorisation and methods adopted by the 
earlier study. Mitra’s conclusions had been 
that, over the decade 1961-71, women’s share 
in employment in both traditional and mixed 


Tami r II: Daih AvhRAtit Earninos or WAt.r LABOURrRs by Type oi Wage 
Labour and Industry—Ail India 

_Agricul ture (N SS Roun d.s) Non-Agriculture (NSS R ounds) 

38th Round Proportion of 38ih Round Proportion of 
Female to Male Female to Male 


Wage Laboui 

Male 

(Rs) 

Female 

(Rs) 

32nd 

38lh 

Male 

(Rs) 

Female 

(Rs) 

32nd~ 

38ih 

(1) 


(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 


Kiiral 

Casual labour in 


Public Work 

-■ 

— 

- 


8 

5 

0.5 

0.6 

Casual labour in 
other work 

7 

5 

0.7 

0.7 

10 

5 

0.5 

0.5 

Total casual labour 

7 

5 

0.7 

0.7 

10 

5 

0.5 

0.5 

Regular wage worker 

7 

9 

1.0 

1.3 

15 

10 

0.7 

0.7 

All wage workers 

7 

5 

0.7 

0.7 

13 

7 

0.5 

0.5 

I'rltan 

Casual labour in 
public work 







0.6 


1 asual labour in 
olhei work 

8 

5 

0.6 

0.6 

11 

5 

0.5 

0.5 

Total casual worker 

8 

5 

0.6 

0.6 

11 

5 

0.5 

0.5 

Regular wage worker 

II 

6 

0.9 

0.5 

23 

17 

0.6 

0.7 

All workers 

10 

5 

0.6 

0.5 

21 

13 

0.5 

0.6 


Sourcer. Built up on the basis of Sarvekshana Vol V, Nos 1 and 2,1981, Ikble 39, pp S 1S8-S 159 
and Ikble 41.42 R, 42 V, pp S 162-S 165 and NSS Report on 38th round, op cit, Ikbles 29, 
pp A 113-118 and 'Bibles 63 and 64, pp A 332-A338. 
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sectors had faBen. Ev^ if this fall had been 
due mainly to the definitional changes bet> 
ween 1961 and 1971 one could at least say 
that women’s employment in traditional or 
mixed occupations was less regular or their 
status as workers was less clearly defined 
than that of men. In the modem sector, their 
share had remained unchanged during 
1961-71 because their employment in those 
occupations had probably been more 
regular, so that even under the 1971 defini¬ 
tion their contribution could not be ignored. 

The 1971 and 1981 figures were defini- 
tionally comparable and point to some in¬ 
teresting developments. In the traditional 
sector, women’s share in employment in¬ 
creased by 166 per cent in rural and 2S8 per 
cent in urban areas. This had come about 
as an outcome of two contradictory 
developments: in agriculture women’s share 
in employment had gone up very fast, as has 
been shown earlier; and, second, overall 
employment in almost all other traditional 
activities had fallen very sharply. 

In mixed occupations-, women’s overall 
position had improved slightly; but actually 
the increase was confined to only two major 
industries, tobacco and garments, in the 
modern sector also, women had made some 
gains; again these were confined mainly to 
a number of profesvonal services and 
clerical occupations in both rural and urban 
areas. In any case, the proportion of women 
workers in urban modern industries was still 
below 12 per cent in 1981. 

Also as Table 12 shows, there was very lit¬ 
tle evidence of a dramatic rise in women’s 
role in any of the groups of occupations. The 
few shifts of occupations from low range of 
sex ratios to high range of sex ratios were 
mainly marginal. Also, the major increase 
in women’s employment was still in occupa¬ 
tions where they had always played a 
relatively important role. This implied that 
there was no possibility of a breakdown of 
the traditions of sexual division of labour. 
All that had happened was that either 
women-type occupations had expanded or 
some occupations had become more iden¬ 
tified with women. 

Status of Workers 

The process of economic development in 
India is marked not only by the simultaneous 
use of both traditional and modern 
technologies, but also by a continuous mix¬ 
ture of diverse forfcis' of production organi¬ 
sations. In each industry, one finds a wide 
spectrum including at one end household- 
based production by self-employed workers 
and at the other large-scale capitalistic units 
hiring wage labour. One of wage labour 

is hired as regular salmed workers and 
another in casual contracts by the hour, day, 
season or on piece-work basis. The census 
categorises manufacturing activities in 
household and non-household units. The 
NSS, on the other hand, provides a distribu¬ 
tion of all workers in each industry group 
according to whethw they are self-employed, 
casual workers or in regular employment. 


The Appoidix sums up the position for 1983 
and also provides the extent of changes that 
have taken place between 1977/78 and 1983. 
It brings out the following points; 

(1) In rural areas, the bluk of the workers 
were still in self-employment. This per¬ 
centage had fallen over this period but 
the fall had been particularly sharp for 
men. For women it was marginal. 

(2) The increase in women’s self-employment 
in agriculture had been sufficiently large 
to almost offset the fall in the absolute 
numbers of self-employed women workers 
in all other rural activities. 

(3) in urban areas, women’s self-employment 
in trade and more particularly in 
manufacturing had fallen very sharply in 
the five years under consideration. 

(4) in rural areas, about 10 per cent of male 
workers but only about 3 to 4 per cent 
of women workers were in regular employ¬ 
ment. In urban areas about one-third of 
women workers were in regular salary 
employment. For men the percentage was 
slightly higher. 

(5) Over the five-year period, while the share 
of casual employment among rural 
women workers had shrunk slightly, it 
had expanded in urban areas and parti¬ 
cularly in urban manufacturing industry. 
For Appendix, all women working in 

family enterprises were categorised as self- 
employed. However it did not imply that all 
workers in this category fulfilled en¬ 
trepreneurial functions. In most cases, the 
workers worked as unpaid family labour 
with no decision-making powers. In that 
sense they could be worse off than even the 
casual labour who at least got some money 
income. Secondly, regular employment by 
NSS categorisation was not co-terminous 
with employment in what is called the 
organised sector. Workers in the latter 
category are suppose^ to enjoy some security 
of tenure and also benefits of labour laws 
such as minimum wage as well as sickness, 
old age and maternity benefits. Ikble 13 
shows that in 1983, organised sector workers 
as per GOI estimates [GOl 1985] accounted 
for less than 60 per cent of the NSS estimates 
of regular wage workers. Between 1977/78 
and 1983, this proportion had declined 
somewhat. In 1977/78, the proportion of 
organised sector women workers in total 


regular employment of women was below 
that of men. This.was not surprising since 
domestic service constituted a huge section 
of regular wage workers among women. 

It is possible that the slight increase in the 
share of regular wage employment among 
women workers was mainly in the organised 
sector. There was a faster than average rise 
in the number of women working in profes¬ 
sional and clerical services which tend to fall 
in the organised sector. 

Self-Employment and Asset-Base 

Women’s self-employment or participa¬ 
tion in family-based activities was probably 
even higher than this estimate because when 
women work on family activities and inter¬ 
mix this work with their household duties, 
the productivity of that work as well as the 
status of the participants as workers are 
more likely to bypass the perception of the 
women themselves and of their families and 
official enumerators. Conversely, one can 
also claim that the part of women’s produc¬ 
tive work which remains outside estimation 
is likely to fall in the category of self- 
employment because casual or regular wage 
work yields some money returns in the hands 
of the woman and makes everybody more 
aware of her status as a worker. 

Sundaram in his paper to which a refer¬ 
ence was made earlier had shown that one 
of the important variables explaining inter¬ 
regional variations in wonjfn's WFPRs (both 
main and marginal) was the asset-base of the 
household. He argued that sinpe housework 
was an exclusive responsibility of women, 
specially women in the prime child-bearing 
age groups of IS to. 29 years, it was a serious 
obstruction to their ability to participate in 
gainful activities outside the home. Women’s 
WFPR therefore went up when the asset- 
base of the household went up and women 
could combine housework with self- 
employment around the household. 

In their 32nd (1977/78) and 38th (1983) 
rounds of employment and unemployment 
surveys, the NSS had also attempted to 
estimate the extent of participation in 
household work by non-worker women. 
Household work for this purpose was divid¬ 
ed into two parts, one part consisting purely 
of housework, cooking,'cleaning and child¬ 
care (92 category), and the other consisting 


Fmii r 12: DiMKiBiiiiONOt O ( upmions bv Ranois or Sex RAfios: Al t India 1971 and 1981 


Ranges of 

Modern 

Traditional 


Mixed Occupations 


Sex Ratio 

Occupations 

Occupations 


Rural 

Urban 


Urban 


Rural 






1971 

1981 

1971 

1981 

1971 

1981 

1971 

1981 

(1) 

(2) 

(3) 

(4) 

(5) 

16) 

(7) 

(8) 

(9) 

5.00 

19 

16 

1 

1 

10 

8 

12 

10 

5.01 to 10.00 

5 

7 

1 

1 

3 

3 

5 

6 

10.1 to 20.00 

2 

2 

2 

2 

7 

8 

6 

7 

20.1 + 

3 

4 

2 

2 

8 

9 

5 

5 

Total 

29 

29 

6 

6 

28 


28 



Sources: Census of India 1971 Pi II B (iv) Vol 1 Tabic B-V Pan A. pp 2-65: 1977, 

Census of India 1981, Series I pt II Special Report and tables based on 5 per cent sam¬ 
ple data: Table B-98 pp 82-189: 1983. 
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of homework oombined with other activities 
which add to the real income of the house¬ 
hold. This second, part consists of free col¬ 
lection of goods, and also a. variety of ac¬ 
tivities like maintenance of kitchen gardens, 
making dairy products, weaving, sewing, etc, 
all for the household’s own use (93 
category). In 1983, NSS estimates showed 
that apart from the Women in the labour 
force (who also might be doing both 92 and 
93 category work) 19 per cent of all rural 
and 10 per cent of all urban women were 
engaged in work of the 93 category. 

If one considers work of 93 category also 
as self-employment, then Gita and Chiran- 
jib Sen’s analysis of the variables influencing 
women’s participation in 93 category ac¬ 
tivities becomes very relevant [Sen and Sen 
1985). Sen and Sen had found that the 
percentage of women involved in these acti¬ 
vities in each state was negatively related to 
the extent of landlessness. That is to say, 
states where the percentage of households 
without any land was high, the percentage 
of women in this kind of work was low and 
vice versa. More important, for rural areas 
of all states, if all households were divided 
by size of landholdings or by levels of 
household consumption, women’s participa¬ 
tion in these home-based activities increased 
as landholdings or household consumption 
increased for a large range. It was only in 
the case of households with lafidholdings 
above 7.S acres that the trend started flagg¬ 
ing. Also, with the entire group of activities 
covered by code 93, participation of women 
in activities of free collection of goods like 
firewood or fodder went down sharply as 
family landholdings went up. On the other 
hand, their participation in other activities 
like dairy, poultry, sewing, etc, went up as 
household asset level went up. 

Sen and Sen also showed that it was main¬ 
ly married women, especially of the younger 
age group (IS to 29), who were dispropor¬ 
tionately over-represented in the group in 93 
category. They had therefoib concluded that 
in general child-care and housework made 
it more difficult for women to go out to 
work. There were also social taboos which 
further limited the mobility outside home 
of young married women. It was poverty 
that really pushed women into the labour 
market and as soon as family resources per¬ 
mitted it, women withdrew from the conven¬ 
tional labour force to take up productive ac¬ 
tivities around the home Ail in all. their con¬ 
clusions about 93 category work tally closely 
with Sundaxam’s conclusions about the fac¬ 
tors governing women's WFPR in main as 
well as marginal activities. 

I, however, feel that women's concentra- 
tion in self-employment and also in 93 
category work may be not just because 
household responsibilities tie them down or 
because some families attach a prestige value 
to keeping women out of the labour force 
We must also take account of the fact that 
for women, the job market is even more 
limited than for men. As discussed above. 


women ue confined to only a null section 
of the fiiU range of occupations and, in 
these, their mtes of casualiution and 
unemployment are higher and thep wages 
lower. In such a situation, self-employment 
or 93 category kind of work might be the 
only choice before women for contributing 
to the family’s real income and they would 
take up these options even if their operations 
were much less efficient than production for 
the market. 

In other words, it is likely that, a higher 
percentage of women are in self-employment 
or in 93 category of activities because these 
activities give women some additional 
choices, viz, the choice of combining house¬ 
hold duties with productive work as also the 
choice of being at least partially insulated 
from the uncertainties of unemployment, in¬ 
flationary pressures and uncertainties of 
demand. This insulation i^ay not be fully 
effective since even for household-oriented 
activities, like keeping a cow, one has to con¬ 
sider fodder prices, etc, but even partial in¬ 
sulation may be considered worthwhile by 
them. 

If we accept this logic of women’s choices, 
then it becomes clear why productive self- 
employment either for the market or for own 
consumption becomes increasingly more 
common as household assets go up. Several 
operational conclusions emerge from this 
analysis. One is that even when Indian 
women «re' burdened with heavy domestic- 
duties and child-care, the large majority of 
them try to add something to the family’s 
real income by either market-oriented or 
household-oriented activities. Secondly, the 
heavy preponderance of women in self- 
employment and in 93 category activities in 
one .sense is their way of coping with the 
shortage of job opportunities and the con¬ 
straints of household duties. 

On the one hand, as*the family's level of 
living goes up with the asset-base, the supply 
price of women’s labour would also go up 
and they would be less willing to do the kind 
of badly paid, laborious jobs that are given 
to women. On the other hand, as the asset- 
base improves, women’s activities in self- 
employment or outside the labour force 
become more productive: keeping a vegetable 
plot is more remunerative than foraging. 
Therefore, once again the opportunity cost 
(and therefore supply price) of women’s 


labour goa up at ooiqpared to the llk^y 
returns in casual labour. 

And third, these activities become feasi¬ 
ble or productive only when women can get 
access to some productive assets. Therefore 
public policies for reduction of household 
poverty, for generating furtha economic op¬ 
portunities for’women and also for increas¬ 
ing productivity of these activities must all 
focus initially on reaching some productive 
assets to women. If in addition these assets - 
are given not to the households but to the 
women themselves, it is possible that the pro¬ 
cess will also give recognition to women’s 
productive contribution which is long 
overdue. 

VI 

Conclusion 

The 1971-81 decade was marked by a 
noticeable increase in the number of rural 
women workers. Their share in the rural 
workforce went up by nearly a third. The 
number of women-marginal workers in rural 
areas increased but le$s than that of men. 
Nevertheless, even in 1981, the proportion 
of marginal workers in the female popula¬ 
tion was much higher than the correspon¬ 
ding figure for men and this could be an in¬ 
dicator of the extent of underemployment 
among women. 

The increase in the number of rural 
women main workers was overwhelmingly 
confined to agriculture. Though this had 
come about through a marked increase in 
the number of both women cultivators and 
agricultural labourers, the proportions of the 
two in the ranks of rural women workers had 
altered significantly in favour of cultivators. 
In this respect, a recent study of rural 
Maharashtra by Acharya and Panwalkar 
provides some interesting pointers [Acharya 
and Panwalkar 1988]. In those areas of 
Maharashtra like Konkan, south Maha¬ 
rashtra or eastern Maharashtra where the 
cropping pattern was dominated by the sub¬ 
sistence crops of jowar, millets and rice; a 
much higher percentage of women worked 
as cultivators. In other areas where commer¬ 
cial crops like cotton, groundnut or sugar¬ 
cane were important, they worked mainly as 
agricultural labour. Specially in Konkan, 
where male out-migtation was very conunon, 
nearly 70 per cent of women were culti- 


Tmui 13; SiuRt oi Okc.anislu SrctoK IN Rcgiii <kR Sm AKiED Workers 


lisliinales in Lakhs _.32 R^nd (1977- 78) 38 Round (1983) 



Male 

(000s) 

Female 

(000$) 

Total 

(000s) 

Male 

(000$) 

Female 

(000s) 

Total 

(000s) 

1) Organised Sector 

182'' 

25* 

(12.0) 

207- 

na 

na 

225** 

2) Total regular employment 

280' 

42' 

(13.0) 

322' 

331*^ 

52d 

(13.6) 

383“ 

3) (1) as percentage of (2) 

65.0 

59.3 

64.3 

na 

na 

58.8 


Adre; Figures in brackets give women's share in the total. 

Sources: a RBI BuJIetin, October 1978, pp 860-861. 
b GOI Economic Survey 1985, pp 137-138. 

For c and d sources are the reports of NSSO finding of 32nd and 38th round op cit. 
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Appendix ' 


Distribution of Male and Female, Rural and Urban Workers bv Status w 1983 and 
Chancfs in Their Status Position i6ver 1977-78 


Status Category 


Rural 



Urban 



Male 

Female 

Male 

Female 


1983 

Percent 

1983 

Percent 

1M3 

Percent 

1983 

Percent 



Change 


Change 


Change 


Change 



Over 


Over 


Over 


Over 



1977-78 


1977-78 


1977-78 


1977-78 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

Si‘lf-hniploy<>fl 

1) Agncultue 

63 

( )S 

54 

1.5 

63 

4 

49 

5 

2) Mining, etc 

10 

3 

14 

3 

1 

(-)6 

— 

(-)20 

3) Manufacture indu.stry 

56 

( ) 5 

59 

(-) 9 

32 

(-) 1 

46 

(-) 15 

4) Construction 

17 

( )4 

2 

(-) 1 

27 

(-)2 

5 

(-)0.4 

5) Trade 

87 

( ) 1 

57 

( )0.3 

70 

(-12 

89 

(-12 

6) Commerce&transpori 

38 

5 

23 

3 

31 

5 

20 

7 

7) Services 

28 

( )5 

30 

(-)0.4 

21 

1 

10 

(-) 1 

8) All industries 

60 

{ ) 5 

54 

(-) 1 

40 

( - ) 0.1 

37 

(-)4 

CaHual ladMiur 

1) Agriculture 

32 

7 

44 

( ) 1 

30 

(-)2 

49 

(-)3 

2) Mining, etc 

3) Manufacturing 

58 

( - ) 14 

69 

5 

16 

(-)3 

29 

(-) 11 

industry 

20 

3 

31 

4 

18 

5 

34 

11 

4) Construction 

74 

5 

97 

3 

59 

5 

89 

(-) 0.2 

5) Trade 

6) Commerce and 

4 

1 

1 

( )0.l 

6 

1 

6 

2 

transport 

18 

( ) 3 

37 

( )3 

14 

(-)2 

20 

-7 

7) Services 

II 

4 

20 

( )0.4 

6 

1 

14 

1 

8) All industries 

30 

( ) 6 

42 

(-) 1 

19 

3 

31 

4 

Regular Wage Kmployi-d 








1) Agriculture 

5 

( ) 1 

1 

( - ) 0.1 

7 

(-)3 

2 

(-)2 

2) Mining, etc 

3) Manufacturing 

31 

II 

16 

(-)7 

82 

8 

71 

31 

industry 

?4 

2 

10 

5 

51 

(-)3 

19 

4 

4) Construction 

9 

( )2 

2 

(-) 3 

14 

(-)3 

6 

1 

5) Trade 

6) Commerce and 

9 

( ) 1 

1 

0.4 

25 

1 

5 

1 

iranspof ( 

44 

l-)2 

39 

( )'0.5 

55 

(-)7 

60 

(-) 0.4 

7) Services 

60 

0.2 

SO 

1 

73 

(-)2 

76 

(-) 0.4 

8) All industries 

10 

(-) 1 

4 

0.2 

45 

(-)3 

32 

1 


Sourcey. Governmenf of India, Department of Statistics, Sarvekshana, Vol V Nos 1 and 2, 
Tabic 14 and 24.1, pp S74-S77 and S47-SS2, 1981; Government of India, Department 
of Statistics, NSS draft report No 341, Tables 49 and 51 pp A 214-A 219 and A 226— 
A237, 1987 
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BMgb. The fan Ihcreuc tn the nmiriicr of 
women cudtNidsin whs then probaMy due to 
men diversifying into other occupations. 
This had come about by the latter migrating 
or commuting to urban areas or even by tak¬ 
ing up other rural occupations. In the case 
of cultivation of the more lucrative commer¬ 
cial crops, however, women were not given 
executive responsibility and they had pro¬ 
bably not even got their due share in wage 
labour in those crops. So increased participa¬ 
tion of women may have led to a greater 
burden of work but not necessarily to higher 
command over money incomes for them. 

The other r(.-markable feature of the 
decade was the increase in the ranks of 
female child labour, especially at a time 
when male child labour had gone down in 
rural areas. Again, girls were increasingly 
working on family plots, specially along with 
other women of the families. This also sug¬ 
gests that women and girls were being in¬ 
creasingly saddled with the responsibility of 
managing subsistence agriculture while men 
looked for other opportunities and boys got 
trained in better skills. 

In other avenues of employment, women’s 
share in total employment had increased 
significantly in household manufacturing in¬ 
dustry in both rural and urban areas, in non¬ 
household manufacturing, their numbers 
had increased fast though not as fast as that 
of men. The overall pace of women’s 
manufacturing employment was such that 
perhaps the long-term trend of decline ot 
women’s role in industry had been reversed. 
Also, there were some signs that women were 
moving into some of the more modern and 
growth-prone industries. There was also 
some increase in the percentage of women 
in regular employment in manufacturing but 
this did not mean that their share in organis¬ 
ed sector manufacturing had increased. 

In services too women had made some 
gains mainly in urban areas. These gains 
were faster in the better paid professional 
services of teachers, health workers, etc. On 
the other hand, domestic service workers 
had also increased fast. Therefore the signifi¬ 
cant change in the share of regular employ¬ 
ment among women service workers was 
only partially accounted for by the organised 
sector. 

It is important to note that in several in¬ 
dustries, public intervention had played an 
important role in giving women additional 
regular employment as well as in improving 
their relative earnings. This was true of both 
rural non-agricultural casual labour in con¬ 
struction industries as well as in occupations 
like modern banking and commerce, trans¬ 
port and communications, administrative 
services, education, etc On the other hand, 
there had been little or no positive impact 
of public ownership or monitoring on 
women’s employment in mining or. tradi¬ 
tional large-scale industries like plantations 
or textile mills. 

Also, benefits of public sun>ort to several 
much talked about programmes like live¬ 


stock-based operations or social forestry had 
probably had little impact on women’s 
employment. In future programmes, unless 
specific efforts are made to see that women 
individually get these benefits, programmes 
of helping the poor on a household basis 
may often fail to reach proportionate shares 
to the women. 

To a certain extent this same logic needs 
to be extended to women's activities in self- 
employment whether for market-oriented 
production or for production meant for in¬ 
creasing the households’ real incomes. The 
majority of women in this country were 
engaged in some such activity, but its suc¬ 
cess or otherwise in giving them an adequate 
return depended on whethw or not they had 
access to some astets. Here too, the lesson 
for public programmes for poverty allevia¬ 
tion appears to be that a special effort 
should be made to give women access to pro- 
ductiw^assets. This would alleviate both the 
real needs of poor families and also women’s 
employment problems. 


All these conclusions are necessarily ten¬ 
tative when they are based on only the kind 
of ofHcial macrodata that have been used 
here. They need to be further verified by ex¬ 
plorations of other sources of data anid of 
other dimension^ and variables in them. This 
work deserves the attention of many more 
scholars. 

Notes 

1 This study was prepared for the Group on 
Macro-Policies of the National Commission 
on Self-Employed Women and funded by 
it. It was submitted to the commission in 
April 1988. 

V 2 The NSS estimates from their 27th round 
(1972-73) included as workers both main 
(full-time) and subndiary (part-time) 
workers. In the 32nd round (1977-78) and 
38th round (1983) though these two cate¬ 
gories were sqiarated, an adjusted estimate 
of WFPR inclusive of both was also givep 
in order to maintain comparability with the 
27th round estimates. 
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S This conceptualisation is discussed later in 
Section V. 

4 The use of women’s WFPR estimates 
becomes more questionable in comparison 
between different regions because there are 
some specific regions of India, viz, Punjab, 
Haryana and to a lesser extent UP and V^si 
Bengal, where the problem of non-percep¬ 
tion of women’s work, linked as it is with 
the status symbols of families, becomes 
more serious. My assumption here is that 
within this time-period of 1971 to 1981 these 
cultural attitudes had not changed very 
materially in any one region. 

5 Though this analysis was doiie in 1987-88, 
state-wise figures had to be taken from the 
5 per cent sample returns of 1981 Census. 
Full census-based tabulation of economic 
data for all slates was not available. 

6 For categorising a peison as marginal 
worker, the two relevant questions from the 
census schedule are (I) Worked any time in 
last year? (Q No 14A) and (2) If yes in I4A, 
did you work lor major part of last year? 
(No 14B). If the answer to Q No (14A) is 
yes bul to (J No I4B is no, then the person 
is considered a marginal worker. 

7 The fact that female WFPRs of the 0-14 age 
group ate related positively to asset base and 
negatively to levels of living may appear 
contradictory. Actually the positive impact 
of the asset-base is important in relatively 
poorei households, i c, between totally 
assetlcss households and households with 
some productive assets. The negative impact 
of higher levels of living which no doubt 
also depends, among other things, on the 
asset-base of the household becomes rele¬ 
vant at much higher levels of the asset-base, 
i e, in households where incomes are suffi¬ 
ciently high for women to withdraw from 
economic activities. 

8 Another iiitca'sting possibility yet to be ex¬ 
plored is the negative relation that exists b«- 
wcen fertility rates and women’s WFPR. 
Does a fall in the former lead to a rise in 
the latter? Or is it that women who have 
grcMtei opportunities of participating in 
eCotioniic activities are more conscious of 
the need to control fertility and are also 
more capable of taking steps for that, 
because of greater mobility and/or access 
to money incomes? 

9 Families which pul a prestige value on 
women not working outside the house not 
only belong to highei income groups but 
generally to higher castes or particular com¬ 
munities. For them this status symbol is 
speciuliv important in case of young unmai- 
ried girls A change in lamily fortunes is 
unlikely to alter these social values unless 
the change is of a tiauniatic kind. 

10 For example, between 1971-72 and I98J-84, 
gross areas under paddy went up by nearly 
4(1 per cent in .Andhra, by 20 per cent in 
Karnataka and by nearly l(K) per cent in 
Mahara.shtra. 

11 In some senses, the sharp fall in the propor¬ 
tion of sell-employed women workers m 
maiiuiactiiring (Appendix) could also be a 
sign of incieasing modermsuiion, bul not 
neccssarilv of mcicasc in women's organised 
eniployineni in manufaciunng. In 1983. NSS 
esitmaies of women's regular wage employ¬ 


ment in manufacturing stood at 520 thou-, 
sand. Their registered factory employment 
then was only 490 thousand [GOl 1984], 

12 Although (he absolute size of the workforce 
was not comparable over 1961-71 due to 
definitional changes. Mitre’s argument was 
(hat his comparison was limited to studying 
only the changes in women's role vis-a-vis 
men's. He justified his exercise on grounds 
that if definitional changes affected the 
measurement of men's and women’s 
numbers differentially, then that too was a 
reflection Of the difference in the roles of 
the two sexes in the economy. 
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Changes in Womeii^s Employment in 
Rural Areas, 1961-83 

Jeemol Unni 

This paper discuaes the conceptuai, definitional and operational problems which result in under-enumeration 
of female workers in large-scale censuses and sample surveys. A detailed examination of the definitions used and 
the estimates obtained reveal that certain Indian censuses and NSS rounds had a better enumeration of women 
workers than others. Taking the comparable censuses/NSS rounds over the period 1961 to 1983, the widely alleged 
decline in female participation rates is seen to be not substantiated. The recent decades also show a shift in the workforce 
away from agriculture and a trend towards increasing casualisation of the workforce in the rural areas. 


THE Census of India and the National Sam¬ 
ple Survey together give us a time series on 
the level and structure of employment. Fre¬ 
quent changes in deflnitions and concepts 
have led to problems of comparability across 
censuses and NSS rounds. These changes are 
found to affect the enumeration of female 
workers much more than male workers. 
Most studies which analyse changes in the 
employment structure using secondary data 
sources explicitly exclude women from the 
analysis on the ground that the tstimates on 
women workers are unstable and non¬ 
comparable over time However, it is impor¬ 
tant to study female workers since they con¬ 
stitute a signifleant proportion of the labour 
force, particularly in agriculture, and the 
overall participation rate is considerably in¬ 
fluenced by the female participation rate 
[Oasgupta, 1977J. Besides, the test of cen- 
sus/NSS enumeration of workforce lies in 
its coverage of female workers since their 
count is extremely sensitive to the definitions 
and concepts used. 

A careful look at the derinitions used and 
the estimates obtained reveals that certain 
censuses/NSS rounds had a better enumera¬ 
tion of female workers than others. It is 
possible to construct a comparable series of 
data on female workers for the time period 
1961 to 1983, The focus of the study is on 
women workers in rural areas who are main¬ 
ly engaged in agricultural activities. An 
analysis of changes at the all-India level is 
followed by state-level estimates. The paper 
is divided into two sections. The first sec¬ 
tion begins with a discussion of the concep¬ 
tual, definitional and operational problems 
indicated in the literature as to how and why 
an under-enumeration of female workers oc¬ 
curs. Against this background the concepts 
and definitions used in the various recent 
censuses and NSS rounds are set out and 
problems of comparability between them are 
discussed. Section II studies changes in the 
level and structure of employment over the 
period 1961 to 1983 on the basis of census 
and NSS data. 

I 

Problems of Measuring ^bmen 
Workers 

There are two basic approaches to 
measuring the workforce. The ‘gainful 
worker’ approach employs a broad reference 


period and stresses the usual activity. The 
‘labour force’ approach uses a more limited 
reference period, taking into account only 
those who were working during a reference 
day or week prior to the survey. Of the two, 
the ‘gainful worker’ approach would better 
enumerate women workers since it would 
catch more seasonal and sporadic work (pro¬ 
vided that such activity is counted as work) 
[Fong, 1982]. Women's work includes many 
activities which lead to the economic gain 
of the household, but which go undetected 
since they are conducted as part of 
household chores. The economic contribu¬ 
tion of these women are thus not included 
in the national product.' 

The design of the questionnaires on 
labour force participation generally is such 
that the workforce is measured by dividing 
the population into two groups—economi¬ 
cally active and inactive, that is, those inside 
the labour force and those outside it [Anker, 
1983: 713). In a situation where a majority 
of women work as unpaid family workers, 
such a division of the population leads to 
a classification of women as being outside 
the labour force. It has been suggested that 
the dLstinction between ‘produaive' and ‘un¬ 
productive’ work or between household 
work and standard economic aaivity need 
not remain so rigid if economic activity is 
seen as a continuum rather than a dichotomy 
between those inside and outside the labour 
force [Fong, 1982). Resources permitting, in¬ 
formation can be collected on both types of 
activity and several different measures of 
time spent on work, housework and market 
work are possible. The distinction between 
economic and non-economic activity could 
be left to the coding phase of the survey to 
allow more precise and consistent definition 
of economic activity with respect to 
borderline activities such as food process¬ 
ing for domcstic^nd commercial use [Fong, 
19871 

UNOtR-ENllMhRAIION OF WOMEN 

Workers 

The problem of enumerating women 
workers is particularly acute in large-scale 
surveys and censuses which cover large 
populations spread over a vast area with 
varying cultural and geographical features. 

Respondent and Interviewer Bias: The 
socially accepted norms of what is con¬ 


sidered women’s work bias the respondent 
to answer accordingly, while the interviewer 
tends to steer the answer towards what is 
coiuidered socially correct. The widely 
prevalent perception of women’s work as 
housework leads to an under-enumeration 
of women workers. The sex of both inter¬ 
viewer and respondent also tends to affect 
the count since the interviewer is generally 
male and often does not ask the questions 
of the females of the household [Anker, 
1983; Agarwal, 1982]. 

Arrangement of Questions in the Ques¬ 
tionnaire: The enumeration of female 
workers is influenced by the arrangement of 
questions in the questionnaire. If the first 
question asked is about the person’s prin¬ 
cipal occupation, women would generally 
reply housework. This would be true in most 
patriarchal societies and international prac¬ 
tice is to include such women among the 
economically inactive. On the other hand, 
if the person is first asked to describe the 
income generating activities in which he or 
she is engaged and this is used as a basis ft. 
categorisation of person’s principal occupr 
tion, a better count of women workers can 
be obtained. [This observation is based v.n 
an analysis of Peruvian Censuses « ' 1940, 
1961 and 1972 by Deere and Leal (1982:12)]. 

One method is to use an activity schedule 
and question the respondenu on the specific 
activities they perform. No a priori assump¬ 
tion should be made about what is or is not 
labour force activity [Anker, 1983). Howevei; 
the results of this method are affected by the 
order in which the alternatives are given. 
Women often respond affirmatively to a 
question as to whether their activity was that 
of a housewife or student. If these choices 
are listed first, women’s work may be under¬ 
enumerated [Leon, 1984; 13]. 

Key Words or Phrases Used in the Qua- 
tionnairer. The answers to the questions ask¬ 
ed and the consequent enumeration of 
female workers is dependent on how the 
respondent interprets key words or phrases 
used in the question, for example, ‘main 
activity’, ‘job’ or ‘work’. It was found that 
in Kenya’s 1974 national sample survey, ‘job’ 
was regarded as wage or salary employment, 
while ‘work’ was understood as time- 
consuming activities required for family sur¬ 
vival. The fluctuations of female labour 
force in the Indian censuses of 1961, 1971 
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'and been due in part to die 

uae of difibient words. The rdatlvdy low 
rate reported in the Indian Census of 1971 
nuyr be a result of the fact that many women 
consider their main activity to be housework 
[Anker, 1983: 7IM2]. 

Minimum Time Requirement for Enu¬ 
meration of Hbrk/tVorken Another source of 
under-enumeration of female workers is the 
minimum time requirement that is often im¬ 
posed on the definition of the economical¬ 
ly active population. That is, a person would 

considered economically active only if 
he/she worked for a certain number of hours 
in the day/week. This is particularly inap¬ 
propriate in rural areas where agricultural 
work is seasonal in nature [Deere and Leal, 
1982; 12-3]. The enumeration would depend 
on whether the survey was conducted in the 
peak or slack period. 

Women’s Work in Agriculture: Measure¬ 
ment of female participation in agriculture 
is sensitive to the range of activities includ¬ 
ed as part of agricultural production, for 
example, field work In crop production, pro¬ 
cessing, animal husbandry, etc. Results de¬ 
pend both on the rigidity of the sexual divi¬ 
sion of labour and on the degree to which 
male and/or female tasks are identified as 
agricultural [Deere and Leal, 1982; 47-48). 
If only field work in crop production is in¬ 
cluded, female workers would be under- 
enumerated. A broad definition of agri¬ 
cultural work is required to capture women 
workers. 

Problems of Comharabii.ity 

The main source of data on labour force 
participation rates in India over the past two 
decades are the censuses of India 1961, 1971 
and 1981 and the 27th (1972-73), 32nd 
(1977-78) and 38th (1983) rounds of the 
National Sample Survey. A number of 
changes in definitions and concepts, in an 
attempt to obtain a better enumeration of 
workers, particularly female, have made 
comparability across the different time 
points rather difficult. Some of these pro¬ 
blems are discussed below. 

Census Data: The definition of work was 
similar in all the three censuses of 1961,1971 
and 1981 implying participation in economi¬ 
cally productive activity of physical or men¬ 
tal nature including supervision and direc¬ 
tion of work.* However, changes in the 
reference period and other factors introduc 
ed distortions which make comparability 
difficult. 

The 1981 Census had a reference period 
of one year for all workers, while the 1961 
and 1971 censuses had dual reference 
periods. In the 1961 Census the reference 
period for seasonal work like cultivation, 
livestock, dairying, household industry, etc, 
was the working season and a person was 
treated as a worker if he had some regular 
work of more than one hour a day through¬ 
out the greater part of the working season. 
In the 1971 Census the reference period was 
changed to the last one yev for seasonal 
workers. The reference period tot regular 


empldyment in trader profbn^ Mrvicc; 
business or commerce was fifteen ifafys In the 
1961 Census and one week preceding the in¬ 
terview in the 1971 Census. In the case of 
regular workers, change in the reference 
period from one fortnight In 1961, to one 
week in 1971, to one year in 1981 opens the 
possibility of enumeration of a large number 
of regular workers in 1981, with the inclu¬ 
sion of those who may not have been work¬ 
ing during the reference week or fortnight 
[Sinha, 1982). However, it has been argued 
that the length of the reference period, etc, 
mattered little in such mass operations. 
What mattered was what went into the ac¬ 
tual questions, their wording and ordering 
in the census questionnaires [Seal, 1981]. 

In the f96l Census the questions regar¬ 
ding work were asked first. Tbe arrangement 
of questions was: working as cultivator, 
agricultural labourer, at household industry, 
other than the above? The question on ac¬ 
tivity if not working was asked last. No 
priority was actually implied in the ordering. 

After positive answers to two or more 
questions were obtained, the principal work, 
decided on the basis of time spent, received 
a ring round the question and secondary 
work received a tick. However, failure to 
enter principal activity led to many distor¬ 
tions [India, Registrar General, 1971]. Firstly, 
the instruction to record principal and secon¬ 
dary activity reached enumerators late and 
in all cases where economic activity was 
recorded against both cultivator and 
agricultural labourer, cultivator was treated 
as principal activity. Secondly, since the 
question on cultivation was asked first and 
since no systematic attempt was made to 
record principal activity, in many cases per¬ 
sons owning small plots of land but who 
subsisted basically on agricultural labour 
were entered as cultivators. Thus, in the 1961 
Census cultivators were over-estimated while 
agricultural labourers were under-estimated. 

In the 1971 Census the concept of ‘main 
activity’ was introduced explicitly and every 
person was asked what his/her main activi¬ 
ty was, that is, how he or she engaged 
himself/herself mostly. The main activity 
reported by the person entitled him to be 
categorised cither as a worker or a non- 
worker. Then he was further categorised ac¬ 
cording to type of work. Every person, both 
worker and non-worker, was asked about his 
secondary activity. 

As noted earlier in the case of the Peru¬ 
vian Census data [Deere and Leal, 1982], the 
explicit introduction of principal activity in 
the 1971 Census led to a substantial reduc¬ 
tion in the total enumeration, particularly 
of women workers. It is believed that the 
recording of secondary work of the non¬ 
workers was not undertaken seriously, with 
the result that the overall undercount of 
workers was substantial as compared to the 
1961 Census [Seal. 1981]. 

The 1981 Census sought to remedy the 
situation and tried to obtain comparable 
estimates with both the 1961 and 1971 Cen¬ 
suses. The first question, related to work 
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worked any time at ^ ia fiidfMeidout i 
The question |tgaiding main activity was 
asked inunediately after this. The count of 
workers by main activity of 1981 was expec¬ 
ted to be equal to that of workers by main 
activity of 1971, and the total of workers by 
the main plus marginal activity of 1981 to 
be comparable with the estimate of workers 
of the 1961 Census. But, as we shall see later, 
these estimates do not appear comparable. 

The s.tructure and ordering of the 
economic questions and the underlying con¬ 
cepts and definitions favoured counting as 
many ‘marginal’ workers as possible among 
‘workers’ in 1961. Work in agriculture and 
household industry, fields employing a 
substantial number of ‘marginal’ workers, 
was first among the economic questions ask¬ 
ed in 1961. Since women workers engaged 
in these activitr^ were enumerated as 
workers, a high female work participation 
rate was recorded [Seal, 1981]. The 1971 Cen¬ 
sus by asking each person his principal 
activity first, relegated many ‘marginal’ 


Tabif 1: Worker Popui ation Ratk»s—Au 
India, Rurai , l%t-198l 


Census/NSS 

Men 

Women 

1961 Census 

58.2 

31.4 

1960-61, 16th round 

54.2 

25.9 

1961-62, 17th round 

50.2 

20.3 

1971 C'ensus (main activity) 

53.4 

13.1 

1971 (main-(-secondary) 

53.5 

15.5 

1972-73, 27th round 

54.5 

31.8 

1977-78, 32nd round 



(unadjusted) 

53.1 

26.9 

1977-78, 32nd round 



(adjusted) 

54.7 

32.6 

1981 Census (main activity) 

52.6 

16.0 

1981 Census (main-i- 



marginal) 

53.8 

23.2 

1983 38th round 

55.6 

34.2 


Sources: 

1 Planning Commission, 1970, Report of the 
Committee of Experts on Unemployment 
Estimates, Appendix II. 

2 Census of India, I%1, Vol 1, India, Part 

II B(i), General Economic Ibbles, Ikble B-I. 

3 Census of India, 1971, Series 1, India, Part 
11 B(i), General Economic Thbles, ftible 

B-1, Part A. 

4 Census of India, 1971, Series 1, India, Part 
II B(ii), Generai Economic Tables, 
Table B-Vll. 

5 Census of India, 1971, Series 1, India, Part 
IIC (ii). Social and Cultural Tbbles, Appen- 
dU, Table C-IV. 

6 Census of India. 1981, Series I, India, Part 
ll, ^secial Report and libies. Based on S Per' 
Cent Sample Data, Table B-I and Table C-3, 
Pan B. 

7 NSSO, Sarvekshana, Vol 1. No 2, 1977, 

Table 1. 

8 NSSOl Sarvekshana, Vol V, No 1 and 2.1981, 
Table 29. 

9 NSSO, 38th round 1983, Nuirdra 341, Report 
on the Third Quinquennial Survey on 
Employment and Unemployment. Survey 
Results, All India, Table 9. 


WS-24 


Economic and Political Weekly April 29, 1989 



wbrittit to the itatu< of ncMHworkm [Se«L 

mil 

Aduk women oigaged in household duties 
and also undertaking some additional work 
were more likely to be included as worker 
in the 1961 Census since the concept of prin- 
■ cipal work was not explicit in the questions 
canvassed, but was introduced later with a 
ring or tick. With the introduction of prin¬ 
cipal occupation in the question itself in the 
1^1 and 1981 Censuses, such women were 
treated as secondary or marginal workers 
and their chance of being included in the 
workforce was reduced. In the 1971 Census 
the general undercount of secondary workers 
would have further contributed to the under- 
enumeration of such women. 

The 1981 Census began with a sorting 
question, to net all full-time, part-time and 
marginal workers and even those whose con¬ 
tribution would be considered insignificant. 
The men and women identified as workers 
were then grouped into ‘main’ and 
‘marginal’ categories. The 1971 Census aLso 
began with a sorting question aimed at 
dividing all persons into workers and non¬ 
workers bui only on the basis of main 
activity. 

» The 1961 Census did not have a sorting 
question but classified persons as workers 
if they responded positively that they were 
cultivators, agricultural labourers or work¬ 
ing in household industry, etc [Sinha, 1982]. 
The division of the population into those in¬ 
side and outside the labour force which came 
with the introduction of the sorting ques¬ 
tion in the 1971 and 1981 Censuses led to 
the classification of a large number of 
women as being outside the labour force. 
Since the 1961 Census did not attempt to do 
this and the definition of seasonal work in¬ 
cluded all those working for at least one 
hour a day throughout the greater part of 
the working season was fairly liberal, it suc¬ 
ceeded in obtaining what may be considered 
an inventory of the workforce. 

National Sample Survey Data—27th 
round (1972-73), 32nd round (1977-78) and 
38th round (1983): These three quinquennial 
employment surveys of the NSS generated 
successive estimates of ‘employment’ or 
‘unemployment’ of the population aged 5 
years and above. Three distinct approaches 
were used: (i) the ‘usual status’ (pertaining 
to the previous years), (ii) the Current weekly 
status’ (pertaining to the week preceding the 
survey), and (iii) the ‘current daily stotus’ or 
time disposition data (pertaining to the ac¬ 
tivities pursued on each day of the previous 
week). Under each of the three approaches 
the population was classiried into three 
broad activity categories ‘working’ (employ¬ 
ed), ‘not working but available for work’ 
(unemployed) and ‘neither working nor 
available for work’ (not in the labour force). 
There was a major difference between the 
first two NSS surveys in recording usual ac¬ 
tivity which led to non-comparability. In the 
27th round ‘usual status’ was defined as the 
enduring status of a person, i e^ the activity 
status which prevail^ for a long period in 
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(he past'and which was also likely to cop- 
tinue in future But in the case of a person 
whose last enduring status ceased in the re¬ 
cent past and he qy she assumed a new status 
which was also likely to continue in future, 
the status which the person assumed lately 
was considered to be his usual status [NSSQ 
1975). The 32nd round concept of usual ac¬ 
tivity was that which a person had pursued 
for a relatively longer time during the 
previous 36S days. Predominance of an ac¬ 
tivity was judged by the criterion of ‘major 
time’ [NSSO. 1981]. 

The introduction of the major time 
criterion in the 32nd round led to non¬ 
comparability with the earlier 27th round 
data. The ‘usually working’ category in the 
32nd round did not include those who might 
have been employed for only the minor time 
of the reference period of 365 days. But in 
the 27th round, the criterion of major time 
not being used, such a person had a likely 


chaneb of being etaaiiified' u 
[NSSQ1981:11 and 29]. Thus wUIe the m 
round aimed at covering aU worken, pete- 
cipal and secondary, many maiginal woltes 
would have been lelegat^ to the stmus of 
‘non-workers’ or ‘outside the labour fotaf 
in the 32nd round (Seal, 1981]. 

A second cause for non-comparability 
between these two NSS rounds was that tiw 
32nd round split the category ‘attmded to 
domestic duties’ into two, introducing a new 
category ‘attended to domestic duties and 
was also engaged in free collection of gooeb, 
sewing, tailoring, weaving, et^. This latter 
would have become a refuge for many 
women not working principally [Seal, 1981; . 
Visaria, 1984; Srinivasan, 1982; Sinha, 1982]. 

Fortunately, the 32nd round also record¬ 
ed the subsidiary activity of those dassifled 
as unemployed or outside the labour force 
in terms of usual activity. Thus the usual 
status figures of the 32nd round can be made 


Table 2: Worker Population Ratios in Rural Areas 


States 

1961 

1971 

1972-73 

1977-78 

1981 

1983 

All India 

58.2 

Men 

53.4 

54.5 

54.7 

53.8 

55.6 

Andhra Pradesh 

64.3 

60.2 

62.4 

61.3 

60.2 

61.5 

Bihar 

56.0 

52.7 

51.6 

51.9 

51.1 

52.4 

Gujarat 

55.3 

52.8 

52.3 

53.6 

54.2 

55.4 

Haryana 

52.9 

47.5 

49.2 

49.8 

49.8 

47.6 

Himachal Pradesh 

59.1 

52.3 

52.2 

59.4 

52.4 

53.8 

Karnataka 

60.4 

56.4 

57.5 

57.4 

572 

59.7 

Kerala 

47.4 

45.3 

46.8 

49.7 

45.2 

48.4 

Madhya Pradesh 

61.6 

55.3 

56.3 

56.4 

56.4 

<7.5 

Maharashtra 

58.1 

52.6 

54.6 

55.4 

55.4 

56.6 

Orissa 

61.0 

55.8 

57.7 

55.8 

56.7 

57.9 

Punjab 

53.6 

53.7 

54.8 

56.3 

54.4 

58.8 

Rajasthan 

60.1 

53.6 

58.0 

57.3 

52.2 

56.5 

Ikmil Nadu 

62.2 

58.5 

60.3 

60.1 

59.2 

59.8 

Uttar Pradesh 

59.2 

53.0 

53.3 

52.2 

51.5 

54.5 

West Bengal 

53.5 

48.5 

50.5 

52.4 

50.6 

54.0 

All India 

31.4 

Women 

13.1 

31.8 

32.6 

23.2 

34.2 

Andhra Pradesh 

46.0 

27.4 

45.1 

44.4 

40.0 

47.4 

Bihar 

28.5 

9.3 

19.6 

20.9 

14.6 

25.2 

Gujarat 

34.1 

12.1 

37.8 

38.4 

26.8 

42.4 

Haryana 

24.7 

2.3 

29.0 

26.0 

12.3 

24.0 

Himachal Pradesh 

50.2 

21.7 

45.2 

57.1 

33.4 

47.3 

Karnataka 

36.8 

15.8 

43.0 

37.0 

30.7 

39.2 

Kerala 

20.9 

14.1 

25.4 

40.3 

17.7 

30.5 

Madhya Pradesh 

48.6 

20.7 

44.0 

41.5 

35.8 

44.3 

Maharashtra 

46.7 

24.4 

45,5 

46.4 

40.8 

47.4 

Orissa 

27.4 

6.8 

30.7 

27.4 

21.1 

29.1 

Punjab 

5.9 

0.7 

26.7 

26.8 

6.9 

31.8 

Rajasthan 

40.8 

9.3 

52.9 

52.6 

25.0 

47.5 

Ihmil Nadu 

37.1 

17.6 

44.4 

44.1 

33.5 

44.8 

Uttar Pradesh 

19.9 

7.3 

23.8 

21.1 

9.0 

26J1 

West Bengal 

10.6 

4.6 

12.9 

16.9 

9.0 

19.3 


Notes: I Figures for 1977-78 refer to the adjusted data.. 

2 1981 figures Include main and maiginal worken. 

3 WPRs of 1972-73 and 1977-78 referred to the population above the age of S. These 
have been multiplied by the proportion above the age of 3 in each state according to 
the 1971 Census to obtain the WPRs for all ages. 

4 WPRs of 1983 also referred to the population above the age of 5. These have been 
multiplied by the proportion of population above the age of 5 at the aU-India levd 
accordng to the 1981 Census since this information is not yet available at the state levd. 

Sources: 1 Same as in Ikbie 1. 

2 NSSa Sarvekshana, Vol VI, No 1 and 2, 1982; Vol VI, Nos 3 and 4. 1983; Vbl Vll 
No 3, 1984; Vol VII, No 4. 1984, Ihble 6. 
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r MmMnble ^th 'Z7th round usual status 
esdniates by adding to the unadjusted 
flguies of tlw 32nd round those recorded or 
dassifled as not usually working but hav¬ 
ing engaged in some gainful work as sub- 
sidiaiy activity [Srinivasan, 1982; Visaria, 

, l9l4j<Kri8hn^urthy, 1984]. These figures 
m presentra as the adjusted figures of the 
■ Hhii round in Ihble 1. The 38th round 
followed the concepts of the 32nd round. 

Comporison of NSS and Census Con¬ 
cepts. A priori, the usual status data of the 
NSS are expected to be broadly comparable 
to the census data [Visaria, 1984], The 27th 
’ round usual status definition of activity pur¬ 
sued for a long time in the past and to con¬ 
tinue in the future is similar to the 1961 Cen¬ 
sus definition. The 32nd round definition of 
work done for a major time in the 365 days 
reference period compares well with the 1981 
mai^. workers definition [Sinha, 1982]. 

UoWever, the 32nd round and 1981 Cen¬ 
sus estimates of both main and main plus 
subsidiary worker are not identical because 
the NSS asks the individual to choose 
among three categories, employed, 
unemployed and outside the labour force, 
while the 1981 Census asks the individual 
to choose between only two categories 
'worker’ and ‘non-worker* [Sinha, 1982; 
Krishnamurthy, 1984). For example, “a per- 
. son employed for five months, unemployed 
for three months and outside the labour 
force would qualify as worker by the NSS 
usual status category but not as main worker 
by the ‘major time spent criterion’ in the two 
category worker and non-worker classifica¬ 
tion of the 1981 Census”. However, the pro¬ 
portion of persons failing to satisfy ‘major 
time spent criterion’ on account of un¬ 
employment for a part of the year may not 
be large and the NSS rate should lie close 
to the main worker rate of the census [Sinha. 
1982). Jacob (1986) showed that one reason 
why the WPR for women in the 1981 Cen¬ 
sus are lower than those generated by NSS 
32nd round is the more restrictive treatment 
in the.census of activities resulting in non- 
marketed output. 

II 

Qtaisgen in Leivel and Structure 
of Workforce 

This section presents the empirical 
evidence available on changes in the level and 
structure of employment of men and women 
in rural areas over the period 1961-1981 arc 
studied. The three dimensions which will be 
aplored are as follows: 

(a) worker population ratios (WPR). which 
measures the level of employment in a 
region; 

(b) tiK ptoponion of workers in agriculture, 
an indicator of the structure of employ¬ 
ment in the economy; and 

(c) the status distribution of the workforce 
in agriculture into cultivators and 
agricultural labourers or self-employed 
and employees. 

These variables will be studied at the all- 


TaBLE 3: PERCENTAtiE OF WORKERS IN ACRICUETURE tN RURAL AREAS 


States 

1961 

1971 

1972-73 

1977-78 

1981 

1983 

All India 

83.7 

Men 

83.7 

80.7 

80.5 

81.7 

77.0 

Andhra Pradesh 

80.0 

80.3 

(83,2) 

78.6 

(80.6) 

80.3 

80.1 

(77.5) 

75.9 

Bihar 

85.3 

88.7 

82.2 

83.1 

86.4 

80.4 

Gujarat 

84.1 

84.2 

83.9 

84.4 

80.6 

79.0 

Haryana 

81.1 

78,4 

80.1 

77.5 

75.9 

72.7 

Himachal Pradesh 

83.2 

76.6 

81.1 

77.4 

_ 

76.4 

Karnataka 

86.1 

84.1 

85.2 

83.2 

83.6 

82.8 

Kerala 

59.6 

61.1 

55.7 

59.2 

57.9 

58.8 

Madhya Pradesh 

88.3 

89.2 

90.4 

89,2 

87.2 

87.1 

Maharashtra 

85.2 

83.9 

82.4 

80.4 

80.4 

78.0 

Orissa 

87.9 

85.9 

81.6 

84.6 

— 

77.8 

Punjab 

76.9 

80,0 

79.4 

77.8 

78.1 

74.7 

Rajasthan 

88.1 

86.5 

84.4 

82.5 

83.6 

78.7 

Tamil Nadu 

79.3 

79 1 

75 4 

73 9 


67.2 

Uttar Pradesh 

86 1 

87.1 

81.9 

80.2 

86.4 

77.8 

West Bengal 

80 0 

81.6 

77.9 

77 7 

7H.2 

72.9 

All India 

89.7 

Woimrn 
K9 6 

85.7 

88.1 

90 3 

89.1 

Andhra Pradesh 

85 2 

88 0 

(89.7) 

86.2 

(88.J) 

85.4 

88.6 

(87.5) 

84.1 

Bihui 

90 1 

94 3 

85 2 

89.0 

93.1 

90.0 

Ciiiiarui 

95 2 

93 6 

91.3 

94.4 

93.2 

93.3 

Hurvana 

91.2 

78.6 

84.4 

90.5 

92.3 

94.3 

Himachal Pradesh 

96.2 

96.3 

98.4 

98.1 


97.1 

Karnataka 

92 1 

85.8 

89.1 

87.5 

89.1 

90.0 

Kerala 

62.0 

64.6 

58.6 

72 6 

61.5 

73.1 

Madhva Pradesh 

94.5 

94.5 

95.6 

94 7 

93.5 

94.5 

Maharashtra 

95.6 

94.6 

93.4 

92.2 

94 6 

92.5 

Orissa 

85.5 

78.9 

81.7 

85.8 

— 

82.5 

Punjab 

69.3 

34.1 

63.0 

90.0 

85.9 

93.3 

Rajasthan 

95.5 

93.6 

91.6 

95.3 

94.8 

93.2 

Tamil Nadu 

86.8 

87.1 

84.4 

83.6 

— 

81.5 

Uttar Pradesh 

90.7 

92.6 

85.0 

89.1 

91.7 

92.5 

West Bengal 

78.2 . 

84.0 

56.9 

68.7 

78.2 

84.6 


Notes-. I 1981 Census estimates include main and marginal workers. 

2 1983 estimaies for all India alone represents all four sub-rounds. Hsiimaies for the stales 
refci to the first two sub-rounds only, i e, fur the period lamiary to June l9K.t. 

3 l-igures in paranthesis arc computed from the industrial distribution of workers. 

4 I'otlowing Krishnamurthy (1970), the unclassified and general lahoin (minor dnision 
890 and 900) in l%l is divided ftm rata into agricultural laboureis, vonstruction and 
other services. Unclassified and general labour in undivided Punjab in 1961 is divided 
into Punjab, Haryana and Himachal Pradesh according to the proportion ol agricultural 
labourers, construction and other services in each state given in Census F^pei I of 
1969 (source 2). 

5 In the 1961 Census one digit industrial chissificalion. industry division III included 
woi kers in allied agriculture and mining and quarrying, but excluded workers in allied 
agriculture organised on a household industry basis (these workers were included in 
division IV). In order to obtain all workers in allied agiiculture alone, workers in mining 
and quarrying were excluded from division 111, while workers in allied agriculture in¬ 
cluded in division IV (household industry) were added to division III. After making 
the above adjustments for undivided Punjab, allied agriculture (the reconstituted divi¬ 
sion III) IS divided into Punjab, Haryana and Himachal Pradesh according to the pro¬ 
portion of division III in these states given in the Census Paper 1 of 1969 (source 2). 

6 The detailed status distribution of workers, further divided into agricultural and non- 
agricultural activities for 1972-73 was obtained from unpublished information obtain¬ 
ed from the NSSO. At the all-India level this information is provided in NSSO 
Sarvekshana, Vol I, No 2; 82. 

7 Casual workers in 1972-73 were split into workers in agriculture and non-agriculture 
using the proportion of agriculturaUnon-agricultural wage workers in 1977-78. 

Sources-. I Census of India, 1961, Vol 1, India, II B(i), General Economic Tables, Tables B-1, 
B-IV Part A, B and C. 

2 Census of India, 1961, Paper No 1 of 1969, Genera! Population and Primary Census 
A hstract of Reorganised Stales of Punjab and Haryana and Union Territories of Chan¬ 
digarh and Himachal Pradesh. 

3 C'ensus of India, 1971. Scries I, India, 11 B(i), General Economic Tables, Table B-I 
Pan A. 

4 Census of India, 1981, Pan II, Special Report and Tables based on 5 Per Cent Sam¬ 
ple Data for various states. Tables B-3 and B-7. 

5 NSSO, Sar-ekshana, Vol 1, Nos I and 2, 1977. 

6 NSSO, Sarvekshana, Vol V. Nos I and 2, 1981, Tiible 29; Vol VI, Nos 1 and 2,1982; 
Vol VI. Nos 3 and 4. 1983; Vol VII, Nos 3 and 4, 1984, Table 6. 

7 NSSO, Sarvekshana, Vbl IX, No 4, 1987, Table 1. 

8 NS^ 38ih round, 1983, No 341, Report on the Third Quinquennial Survey on Employ' 
mem and Unemployment, All-India, liible 14. 
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India leyd and then at the disaggregated level 
oT the IS major states in the country. To put 
the discussion in perspective, the recent 
literature on the subject will also be reviewed. 

Trends in Workforce participation 

Indian evidence on the trends in labour 
force participation, particularly of females, 
allows for conflicting interpretations. The 
long-term trend in'the work participation 
rates had been downward for both males and 
females between 1911 and 1961 
[Krishnamurthy, 1970; Sen. 1983], Com¬ 
parison of the Censuses of 1961 and 1971 
showed a decline in worker participation 
rates, more drastic in rural than urban areas 
and among rural women in particular 
[Bardhan, 1977], This decline, however, can 
be attributed to the definitional problems in¬ 
dicated earlier. 

Considering the decade 1971-81 different 
authors have presented contrasting views. 
Krishnamurthy (1984) concluded that the 
employment situation had deteriorated, 
while Sinha (1982) indicated a distinct im¬ 
provement. Bhalla (1985) seeking to recon¬ 
cile these views, points out that Ktishnamur- 
thy's result was based on work participation 
rites of men by main activity only, while 
Sinha includes women and the result is based 
on total person data of main plus secondary 
workers. 

Comparison of 1971 and 1981 Censuses 
data for rural plus urban areas showed that 
for main workers while male crude worker 
rates (CWR) fell female CWR rose. When 
marginal workers were included male CWR 
also rose marginally while female CWR rose 
significantly [Bhalla, 1985]. However, the 
longer-term trend from 1961-1981 is 
downward for men and women and persons. 

The above studies were based on the cen¬ 
sus data alone. When data from the two 
quinquennial employment surveys of the 
NSS, 27th round (1972-73) and 32nd round 
(1977-78), are juxtaposed with the Censuses 
of 1961, 1971 and 1981, totally different 
results arc obtained. Firstly, the large decline 
in female worker population ratios as 
reported in the 1971 Census cannot be ac¬ 
cepted as real when the NSS rounds con¬ 
ducted three to seven years thereafter pro¬ 
vide no confirmation of them [Visaria, 
1982]. Secondly, the possibility that the cen¬ 
sus data might reflect an actual decline in 
WPR over the period is contradicted by the 
two quinquennial employment surveys of the 
NSS [Visaria, 1984], particularly for female 
workers. Thus the existing literature does not 
provide any conclusive evidence on the long¬ 
term trends in female participation. 

WPR is a broad indicator of the level of 
employment in the economy. Large fluctua¬ 
tions in the WPR from one census/NSS 
round to another suggest the possibility of 
a less than complete enumeration of workers 
in some of the estimates. “When WPR dif¬ 
fer considendriy without any plausible 
explanation, data on industrial, occupa¬ 
tional or status distribution of workers can¬ 
not be compand with aiqr confidence”, since 


workers are unlikely to be left out at random. 
“Unpaid family helpers and persons with 
multiple roles are likely to be missed and 
they tend to be concentrated in agriculture, 
household industry, trade/commerce and 
some services” [Visaria, 1984]. It is therefore 
important to assess the estimates of workers 
obtained by the censuses and NSS rounds 
in order to evaluate comparability among 
them. This is done here on the basis of the 
earlier discussion of the definitions and con¬ 
cepts and the actual estimates of WPR at 
the all-india level. 

The 1961 Census may be considered to 
give a reasonably good inventory of the 
workforce. The 1971 Census introduced the 
concept of main activity, which together 
with a general undercount of secondary 
workers, led to much lower WPRs, par¬ 
ticularly of women (Ikble 1). It was intend¬ 
ed that the 1981 Census would provide 
estimates comparable to both the 1971 and 
1961 Censuses by recording both total 
workers and marginal workers [Seal, 1981: 
31]. The 1981 male WPR by main activity 
status, was only slightly lower than the 1971 
WPR; female WPR by main activity status 
was slightly higher. Thus the main worker 
rates of 1971 and 1981 appear comparable 


[Krishnamurthy, 1984]. However, the famakl 
WPRs are mu<^ too low to be credible The ^ 
1981 main plus marginal, WPRs do ncR 
compare w^ with the 1961 Census, the 
estimates for both men and women being 
tower. Thus it appean that of the three cen¬ 
sus estimates, the 1961 Census had a idatKe- - 
ly better count of female worken than was- - 
subsequently achieved by the 1971 and 1981 , 
censuses. 

That the 1961 Census gives a more (dausi- 
ble estimate of female workera is further 
substantiated by the NSS 27th and 32nd 
round estimates (Ihble 1). The female WPR 
of the 27th round (1972-73) was quite close 
to the 1961 Census estimate. The large 
decline in female particqsation rate between 
1972-73 and 1977-78 (unsuljusted) was large¬ 
ly conceptual. The work participation rates 
of the combined group of principal and sub¬ 
sidiary workers (adjusted) in 1977-78 lie 
close to the rates obtained from the 27th 
round as well as 1961 Census [Sinha, 1982]. 
Though the 1977-78 female principal workn 
rate suffers from under-reporting it is still 
much higher than the main worker rate of 
1981. What is particularly striking is that 
even the all-worker (main plus marginal) rate 
of 1981 is below the principal worker rate 


Table 4: Percentage oe Workers in Agriculture in All Areas (Rural -e Urban) 


Slates 

I%1 

1971 

1972-73 

1977-78 

1981 

1983 

All India 

71.0 

Men 

69.8 

66.5 

67.1 

65.9 

61 .'2 

Andhra Pradesh 

70.7 

69.3 

— 

69.2 

66.5 

61.9 

Bihar 

79.1 

81.9 


76.3 

78.4 

71.3 

Gujarat 

66.9 

64.7 

— 

64.3 

59.1 

55.4 

Haryana 

69,7 

66.7 

-- 

66.9 

61.4 

59.2 

Himachal Pradesh 

77.2 

71.0 

— 

72.1 

— 

72.3 

Karnataka 

72.8 

69.3 

— 

67.0 

65.8 

64.0 

Kerala 

.<i3.0 

54.4 

— 

53.2 

50.7 

52.2 

Madhya Pradesh 

78.4 

78.1 


78.1 

74.0 

• 73.0 

Maharashtra 

6.3.2 

59.6 

— 

58.7 

55.2 

53.5 

Orissa 

83.1 

80.2 


79.1 

— 

68.7 

Punjab 

61.4 

64.5 

— 

62.1 

60.5 

58.2 

Rajasthan 

77.7 

75.1 


71.9 

69.9 

65.3 

Thmil Nadu 

63.6 

61.2 

— 

56.7 

— 

48.2 

Uttar Pradesh 

76.7 

76.9 

— 

70.6 

74.3 

65.9 

West Bengal 

58.7 

60.8 

— 

58.8 

58.3 

54.5 

All India 

85.8 

Women 

82.6 

80.1 

82.3 

84.1 

80.5 

Andhra Pradesh 

81.5 

83.5 

— 

80 2 

84.2 

77.1 

Bihar 

88.6 

91.3 

— 

86.5 

90.6 

85.2 

Gujarat 

90.7 

83.0 

_ 

87.4 

86.7 

83.1 

Haryana 

88.3 

64.3 

— 

86.5 

85.1 

49.2 

Himachal Pradesh 

95,4 

94.6 

— 

97.2 

— 

95.7 

Karnataka 

86.9 

7ff9 


80.0 

81.2 

79.8 

Kerala 

57.6 

59.1 

— 

69,9 

56.0 

64.6 

Madhya Pradesh 

92.0 

90.4 

— 

93.0 

89.6 

89.3 

Maharashtra 

90.0 

85.9 

— 

84.6 

86.7 

82.5 

Orissa 

84.2 

74.4 

— 

83.3 

— 

79,5 

Punjab 

59.8 

17.2 

_ 

83.0 

72.3 

78.3 

Rajasthan 

93.1 

88.0 

— 

92.6 

91.3 

87.1 

Tamil Nadu 

80.0 

76.2 


73.4 

— 

68.8 

Uttar Pradesh 

88.0 

87.6 

— 

84.7 

86.2 

86.0 

West Bengal 

69.3 

68.4 

— 

60.4 

67.6 

70.0 


Notes'. It is not possible to compute the rural plus urban estimates at the suite level for 1972-73 
from ihe unpublished information available to us. The estimates for all India are obuuned 
from NSSO, Sarvekshana, Vol I, Nos 1 and 2: 82. 

Sources: Same as in Ihble 3. 
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of NBS 1977-7g. The ihortfUl in IMI Cen- 
rai it notably lai|e when we consider the 
compamble (all worker) rates from the two 
sources. This clearly suagests that the 1981 
Census enumeration of worker is an under¬ 
count [Sinha, 1982]. The 1981 Census male 
wprker rates, both main and ali worker, are; 
however, not so different from the 1972-73 
and 1977-78 worker rates. Both male and 
female WPRs of 1983 are in line with the 
earlier estimates. 

Keeping in mind the overall compvabili- 
ty betweeacensus/NSS rounds, we restrict 
the discussion to an analysis of time trends 
based on the 1961 Census and NSS rounds 
of 1972-73,’ 1977-78 (adjusted estimates) 
and 1983 for women (Visaria, 1984). For 
men, in addition to these four years the 1981 
main plus maigitul worker estimates is con¬ 
sidered. TUs is included in view of the fact 
tiud the conceptual problems encountered 
in the 1981 Census appear to have affected 
the count of female workers only. The 1971 


Table 6: Pbbcentaoe of SsLFfiMniOraDrDBFBsmBNn AhmEMPtonoa in-Aoeicuituiib • 
(INCUJDINC Livestock. Fishekv, PoKEsmr.ETc) aiuono Tomt Woumits. Rukal. 

Au^India 


Censcus/NSS Round/\kar 

Self Employed/Dependent 

Employee 

Men 

Women 

Men 

Women 

Census 1961 

63.8 

60.7 

19.5 

28.6 

16. 1960-61 

59.5 

62.7 

20.5 

24.4 

17, 1961-62 

57.4 

58.9 

20.4 

23.4 

27, 1972-73 

55.0 

54.7 

26.1 

31.3 

32, 1977-78 

52.6 

54.7 

27.9 

33.3 

38. 1983 

49.7 

56.7 

28.3 ■ 

33.3 


Sources: 1 Census of India, 1961, same as in Ikble 4 

2 NSS, sixteenth round, 1960-61, number 114, Tables with notes on Employment and 
Unemployment In Rural Areas. 

3 NSS, seventeenth round, 1961-62, number 190, Tables with notes on Employment and 
Unemployment in Rural Areas 

4 NSSO, Survekshana, Vol I, No 2, 1977. 

5 NSSO. Survekshana, Vol V, Nos 1 and 2. 1981. 

6 NSSO, 38th round, 1983, number 341, Report on the Third Quinquennial Survey on 
Employment and Unemployment, All-India 


Table 5: Occupational Distribution in Agriculture—Census of India 1%1, 1971 and 1981, Rural 

(Pcrceniage to Total Workers) 


State 


1961 



1971 



1981 



C 

AL 

OA 

C 

AL 

OA 

C 

A1 

OA 

All India 

61.1 

18.1 

4.1 

Men 

56.0 

25.2 

2.6 

55.0 

24.3 

2.5 

Andhra Pradesh 

47.1 

25.f 

7.2 

43.7 

31.9 

4.7 

45.0 

31.6 

3.6 

Bihar 

57.8 

23.5 

3.4 

51.8 

35.9 

1.0 

51.9 

33 8 

0.8 

Gujarat 

63.1 

17.1 

3.6 

59.0 

22.8 

2.4 

53.9 

24.1 

2.6 

Haryana 

67.9 

10.6 

1.9 

58.6 

18.3 

1.5 

55)7 

19.3 

0.8 

Himachal 

Pradesh 

77.1 

2.3 

4.7 

68.9 

4.5 

3.2 

(65.1) 

(3.3) 


Karnataka 

64.0 

16.4 

5.5 

54.3 

25.2 

4.6 

55.2 

23.8 

4.7 

Kerala 

26.1 

20.3 

10.1 

25.0 

28.3 

7.8 

19.0 

28.1 

10.8 

Madhya Pradesh 

67.4 

17.3 

3.5 

65.2 

21.9 

2.1 

64.1 

21.0 

2.2 

Maharashtra 

55.7 

25.6 

3.9 

51.8 

30.0 

2.1 

50.1 

27.2 

3.1 

Orissa 

63.5 

20.3 

2.5 

56.7 

27.1 

2.1 

(56.9) 

(24.7) 

— 

Punjab 

57.8 

15.5 

3.1 

54.1 

(29.0) 

1.1 

48.4 

28.6 

lU) 

Rajasthan 

77.7 

5.1 

4.9 

75.2 

8.5 

2.8 

73.2 

7.0 

3.4 

Ihmil Nadu 

53.1 

21.6 

3.4 

45.6 

30.9 

2.5 

(43.8) 

(30.9) 

— 

Uttar Pradesh 

71.6 

12.2 

1.7 

67.3 

19.2 

0.6 

70.3 

15.9 

4.3 

West Bengal 

53.2 

22.2 

4.2 

45.6 

33.3 

2.8 

42.7 

32.2 

3.3 

All India 

58.9 

27.7 

2.7 

Women 

32.6 

54.4 

2.6 

40.8 

47.7 

1.8 

Andhra Pradesh 

40.9 

42.5 

1.8 

20.8 

66.2 

1.0 

25.9 

62.0 

o.« 

Bihar 

55.8 

32.3 

1.7 

18.0 

75.9 

0.4 

31.6 

60.8 

0.7 

Gujarat 

64.9 

24.6 

5.3 

38.8 

54.0 

0.8 

39.3 

48.9 

4.9 

Haryana 

82.2 

7.8 

1.4 

45.7 

31.2 

1.7 

67.3 

24.8 

0.2 

Himachal 

Pradesh 

93.3 

1.3 

1.4 

90.7 

4.1 

1.4 

(92.3) 

(1.7) 


Karnataka 

59.9 

28.0 

3.7 

26.7 

54.2 

4.9 

32.0 

53.6 

3.5 

Kerala 

17.4 

36.5 

5.7 

5.0 

53.5 

6.1 

8.9 

46.5 

6.1 

Madhya Pradesh 

69.7 

23.2 

1.4 

43.3 

50.6 

0.6 

52.1 

40.7 

0.7 

Maharashtra 

59.2 

35.6 

0.8 

38.0 

56.1 

0.5 

45.2 

48.5 

0.9 

OrisM 

51.3 

29.0 

1.9 

21.3 

55.7 

1.9 

(26.2) 

(57.2) 


Punjab 

54.4 

8.1 

4.3 

11.2 

21.7 

1.2 

19.2 

65.9 

0.8 

Rajasthan 

85.2 

6.1 

3.7 

68.2 

21.9 

3.5 

77.3 

15.3 

2.2 

Thmil Nadu 

47.3 

35.6 

1.6 

22.3 

62.2 

2.6 

(26.5) 

(60.1) 

— 

Uttar pradesh 

66.9 

21.7 

1.8 

45.2 

46.9 

0.4 

54.8 

36.6 

0.2 

Wst Bengal 

41.6 

26.0 

10.4 

14.9 

54.5 

14.5 

20.6 

48.2 

9J 


Notes: I 1981 estimates iclate to main plus marginal workers. Figures in parenthesis include only main workers (excluding other agriculture). 
2 C-Cultivators; AL-<\gricultural Labourers; OA'Allied Agricultural Activities. 


Sources. Same as in Ikble 3. 
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Cennii nule worken tre o^uded bcoiiiie 
of the undeicoant of Mcondvy worken in 
the cenius opemtion. 

The long-term trend |n the male work-ptr- 
tidpation mtea in rural areas lias been 
downward at the all-India level between 1961 
and 1983 though there was a slight increase 
between the three NSS rounds (Ihble 2). The 
female work participation rates between 
1961 and 1983, however, rose gradually uid 
steadily (Ihble 2); Thus taking the com- 
, parable census/NSS round estimates over 
the past two decades, the widely alleged 
decline in female work participation rates is 
not substantiated. In fact work participation 
among women increased padually over the 
period of study. These trends are in general 
corroborated at the level of the IS major 
states of the country flhble 2). Female work 
participation rates, however, tended to 
decline in Bihar, Haryana and Madhya 
Pradesh while male work participation rates 
show an increase in Punjab. 

Distribution of Workforce 

The structure of employment in the 
economy is expected to shift relatively away 
from agriculture and towards industry and 
iervices with economic growth. Analysis of 
successive Indian censuses had not indicated 
any such shift until quite recently.^ A more 
recent study using census data [Sinha, 1982] 
has also concluded that the share of 
agricultural workers, cultivators plus- 
agricultural labourers, had remained the 
same over the decade ending 1981. The pro¬ 
portion of workers in agriculture by usual 
status in the NSS declined between 1972-73 
and 1977-78, but Sinha attributed this to 
conceptual non-comparability between the 
two rounds. Mote firm and comparable data 
by weekly status show no change in the sec¬ 
toral distribution [Sinha, 1982). However, in 
recent years a number of studies have, sug¬ 
gested a structural change in the Indian 


workforce with a deidine in the share of 
workers in agricutture. Krishnamurthy [1964] 
arrived at this conclusion by taking male 
workers by main activity alone for rural and 
urban areas taken togetto for 1971 and 1981 
ru the all-India level and for 16 states. At the 
all-India level, NSS results also suggest^ a 
decline for both sexes in rural and urban 
areas. Visaria [1984] also arrived at a similar 
crnclusion for both males and females using 
the 1961 Census, and NSS 1972-73 and 
1977-78 data. 

Agriculture is still the predominant 
activity in rural India with about 82 per cent 
of male workers and 90 per cent of female 
workers engaged in it in 1981 (Thble 3). 
Agriculture has been defined broadly to in¬ 
clude crop production and allied activities 
such as livestock, forestry, hunting, planu- 
tion and orchards, etc The NSS estimates 
of agricultural workers based on the status 
distribution (where also farm/non-farm or 
agricultural/non-agricultural workers have 
been distinguished) are slightly different 
from those obtained from the industrial 
classiflcation of workers (given in paren¬ 
thesis in Thble 3 for all-India). 

When tve look at the long-term trend in¬ 
dicated by the comparable census/NSS 
rounds between 1961 and 1983, we observe 
a decline in the proportion of male workers 
in agriculture at the all-India level according 
to both estimates. The overall trend in the 
proportion of female workers in agriculture 
showed a decline by the industrial distribu¬ 
tion, but not so by the status distribution. 
Thus there appears to be some signs of a 
possible shift in the workforce away from 
agriculture in the Indian economy. Most of 
the statn show^ a simitar trend as that ob¬ 
tained at the dl-India level. In the case of 
female workers, the only states which show¬ 
ed an increase in the proportion of workers 
in agriculture by the status distribution are 


Kerala, Ibryua. Pimjafas Uttar PBidUlrigi^;’ 
Wat Bengal. 

The distribution of workers into 
agriculture and non-agriculture depends to 
some extent on Uw deflnitimi of rural and 
urban areas. There has been 4 redattiflGa- 
tion of areas from rural to urban in every 
census, lb discuss whether the shift of miai 
workers away from agriculture is nal or pnrb* 
ly a result of this reclassiflcation, we take, 
into account the proportion of workers in 
agriculture in rural {dus urban or total area. 

The decline in the ptoportion of male 
workers in agriculture was more pronounc¬ 
ed for the total area than it was for rural 
areas alone (Thble 4). The proportion (tf 
female workers in agriculture alM declined 
over the period when rural and urban areas 
were taken together. This is due to the ftmt 
that rural areas which turned predominantly 
non-agricultund may have bm redaasified 
as urban. The proportion of male workforce 
in agriculture dedined in all the states as 
well, while the proportion of female 
workforce in agriculture showed an increas¬ 
ing trend only in Kerala, Puqjab and Wkst 
Bengal. Thus, the observed decline in 
workforce engaged in agriculture was not 
due to purely deftnitioiial changes in the cen¬ 
sus and reclassification of area. 

However, there has been some debate as 
to whether this shift in workers away from 
agriculture can be considered a positive 
structural change based on growth of the 
agricultural sector. Vaidyanathan (undated) 
felt that agricultural growth had bera too 
slow to cause such a major structural change 
in occupations in rural areas. The reason is 
more likely to be that the role of agriculture 
as a residual absorber of labour reached a 
saturation point and the excess labour spilled 
over to the rural unorganised sector. TUs 
cannot be characterised as a structural 
change Visaria [1984] also suggested that the 
decline in the share of the agrkultural 


Tabu 7; Perceotaces of Casual Workers in AcRiruLTURE among Total Workers in Rural Areas, I961-1WI 


States 

I%1 

1972-73 

1977-78 

1981 

Men 

1983 

Men 

Women 

Men 

Women 

Men 

Women 

Men 

Women 

India 

18.1 

27.7 

19.5 

29.2 

23.2 

32.3 

24.3 

23.5 

31.4 

Andhara Pradesh 

25.6 

42.5 

25.6 

47.5 

31.2 

51.2 

31.6 

29.9 

47.4 

Bihar 

23.5 

32.3 

22.5 

34.7 

30.0 

43.9 

33.8 

31.9 

40.1 

Gujarat 

17.1 

24.6 

20.3 

24.7 

26.7 

29.7 

24.1 

26.4 

36.1 

Haryana 

10.6 

7.2 

7.0 

7.3 

10.5 

16.3 

19.3 

8.5 

10.3 

Himachal Pradesh 

2.3 

1.3 

3.0 

0.5 

5.6 

1.4 

(3.3) 

3.1 

0.8 

Karnataka 

16.4 

28.0 

24.1 

33.1 

29.1 

4i2 

23.8 

30.0 

41.1 

Kerala 

20.3 

36.5 

26.9 

35.3 

25.7 

23.7 

28.1 

29.5 

23J 

Madhya Pradesh 

17.3 

23.2 

14.5 

23.6 

20.3 

29.3 

21.0 

22.0 

29.7 

Maharashtra 

25.6 

35.6 

29.2 

43.3 

27.2 

43.9 

27.2 

28.8 

44.3 

Orissa 

20.3 

29.0 

24.3 

35.4 

30.3 

42.5 

(24.7) 

28.9 

3SJ 

Puitiab 

15.5 

8.1 

13.4 

8.6 

15.7 

7.8 

28.6 

16.6 

9.1 

Rajasthan 

5.1 

6.1 

3.4 

4.0 

6.9 

6.6 

7.0 

6.6 

M 

Th^l'Nadu 

21.6 

35.6 

27.5 

43.3 

30.9 

45.7 

(30.9) 

32.4 

44.1 

Uttar Pradesh 

12.2 

21.7 

10.9 

13.5 

13.6 

19.4 

15.9 

12.8 

13.4 

West Bengal 

22.2 

26.0 

29.0 

29.0 

30.6 

24.5 

32.2 

33.0 

28.1 


Mrfls; 1 1961 estimates rdate to agricultuTal labourers only 

2 1961 estimates relate to main plus marginal worters. Figures in parenthesis, however, refer to main workers only. 

3 Estimates for 1972-73 are computed using the proportion of casual workers in agriculture in 1977-78 for (Efferent states.. 
Sotmer. Same as for Bdile 3. 
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workforce wu due to saturation of 
agriculture and land as a source of 
liveUhood. Krishnamurthy [1984] noted that 
while the census data in^cat^ that the 
decline was made up by an increase in the 
share of manufacturing, the NSS data sug- 
gestecf that it was made up by an increase 
in services. The latter might be indicative of 
a less positive grow.th scene over the decade. 
Bhalla [1985] argu^ that the reason for this 
shift was not necessarily a positive growth 
eHbct located within the agricultural sector. 
Unlike the 1961-71 period, there is no ob¬ 
vious relationship brtween agricultural out¬ 
put growth and change in the share of agri¬ 
cultural workers. The author aigues that this 
shift may be due to a sharp reduction in 
welfare, such as loss of land, drought, flood, 
etc, forcing people to move away from their 
traditional tasks to new occupations, which 
may not be an improvement over the old. 

AGRICULTURAL LABOURERS IN 

Rural Worki-orce 

Within the agricultural sector the distribu¬ 
tion of the workers into agricultural 
labourers and cultivators or employees and 
self-employed- gives an idea of another 
important dimension of employment, the 
status distribution of the workforce. A 
number of sttglies pointed to a large increa¬ 
se in the proportion of agricultural 
labourers, both men and women, in the rural 
workforce during 1961-7^ and offered ex< 
planations for such an increase. [For survey 
of the various studies and explanations of¬ 
fered see, Bardhan, 1977; Raj, 1976.] These 
were mainly based on data on agricultural 
labourers from the 1961 and 1971 censuses 
which, as observed earlier, were not com¬ 
parable. Rai [1976] relying mainly on the 
NSS 19th (I964-6S) and 27th (1972-73) round 
data observed a sharp rise in the relative im¬ 
portance of ‘employees*. However, this con¬ 
clusion was shown to be incorrectly infer¬ 
red since Raj somehow failed to notice that 
the tables compiled from the 27th round per¬ 
tain only to the population aged S years or 
more jVisaria, 1977]. 

More recently, Bhalla [1983], using main 
workers only from census data, suggested 
that while there was a rise in the share of 
female agricultural labourers in total workers 
between 1961 and 1971, the number of fe¬ 
male cultivators had risen much faster than 
the number of female agricultural labourers 
during the decade 1971 to 1981. The share 
of female agricultural labourers actually fell 
during this decade. 

Krishnamurthy [1984] also noted a decliiie 
in the share of male cultivators and 
agricultural labourers at the all-India level 
and most states for rural and urban areas 
taken together and for rural areas considered 
separately between 1971 and 1981. However, 
he observed that the NSS 27th and 32nd 
rounds show the opposite trend for agri¬ 
cultural labourers. The percentage share of 
casual labourers in the rural workforce was 
higher in 1977-78 than in 1972-73 for both 
men and women for all-India and many 


sutes. He concluded that this result 
appeared mote plausible than the contrary 
result of the census. 

Visaria [1984] using NSS lAh (1960-61), 
17th (1961-62), 27th (1972-73) and 32nd 
(1977-78) round data for rural areas found 
that the share of employees in the popula¬ 
tion had increased for both men and women. 

Overall, while the census data do not 
appear to indicate long-term trend of an in¬ 
crease in agricultural labourers, the NSS dau 
point towards a progressive casualisation of 
the rural workforce 

The distribution of persons working in 
agriculture between cultivators and 
agricultural labourers in 1961 and 1971 cen¬ 
suses is not comparable. As noted earlier, in 
the 1961 Census there was an overestimation 
of cultivators and underestimation of 
agricultural labourers relative to the 1971 
Census. In the 1971 Census, on the other 
hand, there was a general under-enumeraiion 
of workers. In such a situation it is likely that 
agricultural labourers were fully enumerated 
while a larger proportion of persons work¬ 
ing on their own land were left out of the 
count. The proportion of agricultural 
labourers was therefore overstated in the 
1971 Census. A comparison of the 1961,1971 
and 1981 censuses shows that this is likely 
to have been the case since in 1981 main plus 
marginal workers show a lovrer proportion 
of agricultural labourers than the 1971 Cen¬ 
sus, particularly among females, and this is 
contrary to the a priori expectations 
(Ihble S). The 1961 Census estimates of 
employees, however, are fairly close to the 
16th [1960-61] and 17th [l%l-62] round 
estimates of the NSS (the percentage of 
female agricultural labourers being even 
higher in the former)^ and are also in line 
with the 27th and 32nd round estimates 
(Ihble 6). Thus, it would appear that the 


under-enumeratioB of agrlculttiial laboum 
in the 1961 Cennu, due to tbe mix up in the 
census enumeration, was not very great and 
these estimates along with the 27fo and 32nd 
round and 1981 male workers can be used 
to build up a time series data on the pro¬ 
portion of agricultural labourers over the 
period of study. 

The percentage of casual workers, both 
male and female; in agriculture in rural areas 
shows a steady increase over the period 1%1 
to 1981 flhble 7). This is true for all-India 
as well as most states. The proportion of 
female casual workers, however, shows an 
opposite trend in Kerala, Puttjab, Uttar 
Pradesh and West Bengal. While the propor¬ 
tion of male casual workers increases in all 
states, the increase is the least in Uttar 
Pradesh, Madhya Pradesh, Rajasthan and 
Kerala. 

Further evidence of the possibility of in¬ 
crease in the proportion of agricultural 
labourers over the period of study is obtain¬ 
ed from the Agricultural and Rural Labour 
Enquiries (Ihble 8). The proportion of 
agricultural labour households among total 
rural households has been increasing both 
for all-India and all states between 1936-57 
and 1983 (Ihble 8). Uttar Pradesh is the only 
state which shows relative stability in the 
proportion of agricultural labour house¬ 
holds. On the whole a trend towards an in¬ 
crease in the proportion of the agricultural 
wage labour force over the entire period can¬ 
not be rejected. 

Conclusions 

A detailed scrutiny of the deflnitions and 
estimates of the three censuses and NSS 
rounds leads to the conclusion that the 
enumeration of female workers is adversely 
affected as soon as the concepts of main or 
principal and secondary or subsidiary work 


Table 8: Percentage of AoRicuiruRAL Labour Households to Tcttai Rural Households 


States 

1956-57 

1964-65 

1974-75 

1977-78 

1983 

All India 

24.5 

21.7 

25.3 

29.9 

30.7 

Andhra Pradesh 

36.1 

31.4 

35.8 

41.4 

41.6 

Bihar 

29.4 

28.0 

33.3 

36.1 

37.1 

Gujarat 

16.9 

17.2 

22.3 

31.1 

30.7 

Haryana 

— 

— 

9.1 

18.2 

20.2 

Karnataka 

27,5 

27.2 

30.8 

37.9 

36.6 

Kerala 

24.9 

28.2 

27.4 

27.0 

31.7 

Madhya Pradesh 

24.7 

20.3 

21.8 

27.9 

30.1 

Maharashtra 

30.9 

31.1 

32.0 

38.6 

38.5 

Orissa 

30.8 

24.7 

30.1 

37.1 

36.4 

Punjab 

11.6 

14.3 

20.9 

24.1 

25.2 

Rajasthan 

5.4 

5.5 

4.0 

10.0 

11.1 

Ihmil Nadu 

35.6 

28.0 

38.0 

39.3 

42.2 

Uttar Pradesh 

17.0 

13.9 

15.8 

18.1 

18.0 

West Bengal 

24.3 

25.4 

30.9 

35.8 

38.5 


Sources: 1 NSS, 11th and 12th Round, 1956-1957, Number 33, libles with notes on Hiiges. 

Employment, Income and Indebtedness of Agricultural Labour Househokb in Rural 
Areas, Ihbles E 1.1 and E 2.1; 127 and 140. 

2 Labour Bureau, RLE 1974-75, Final Report on Employment and Unemployment 
of Rural Labour Hous^olds (Part I), ihble 2.1; 20-21. 

3 NSSO, 32nd Round, 1977-78, Number 301/1, Indebtedness and Earnings of Rural 
Labour Households, Ihble 2; 9. 

4 NSSO; 38th Round, 1983, Number 341, Report on the Third Quinquennial Survey 
on Employment and Unemployment. All India, Juim 1987; 'Able 3.1, 21. 
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ue introduced cxpUdtly into the question- 
luim Betides, the ordering of the questions 
■Iso appears to affect the enumeration of 
female workers. If the very first question 
seeks the nature of work performed, a larger 
number of women workers are captured. On 
the other hand, if the census schedule 
attempts distinguish first between workers 
and non-workers, the number of female 
workers is considerably reduced. When the 
comparable censuses/NSS rounds over the 
period of study are taken into account, the 
widely alleged decline in the female par¬ 
ticipation rates is not substantiated. In fact, 
it is found that female worker population 
ratios rose gradually and steadily over the 
period of study at the all-India level and in 
most states. Male participation rates, 
however, have declined over the period. 

Agriculture is still the predominant activi¬ 
ty in rural India. However, in the recent 
decade, the percentages of both male and 
female workers have shown a tendency to 
shift away from agriculture. A trend towards 
increasing casualisation of the workforce in 
rural areas and, more specifically, an in¬ 
crease in the proportion of workers depen¬ 
dent on wage labour in agriculture is also 
evident. 

INrrtfs 

[This paper forms a pari ol ihc author's PhO 
thesis. The aulhor is extremely grateful toi loii- 
stant guidance and encouragement to Pia.in 
Visaria who supervised the dissertation.| 

1 According to the Central Statistical Organisa¬ 
tion the entire non-marketed output is 
covered in '.he national product and the 
workforce corresponding to il can be ai rived 
al using the 1981 Census and NSS .t2nd 
round. However, Jacob (1986) argued that Ihc 
definition of 'work' adopted by the census 
and the NSS round do not cover all the ac¬ 
tivities relating to non-marketed output 
covered by the national product. 

2 Unless othcrwi.se stated, the discussion that 
follows is based on the concepts and defini¬ 
tions outlined in India, registrar general, 
1964 (Appendices 1. II and IV); 1975 
(Appendix II), 1983, General Note and 
Annex 1). 

3 Some of the anomalies in the estimates ot 
WPRs between 1961 and 1972-73 arc discus¬ 
sed in Sundaram (undated). 

4 For a detailed review of this literature see 
Unni, 1988. 

5 The 16th and 17th round estimates arc not 
strictly comparable with the 1%1 Census since 
they had a reference period of one week and 
female WPRs were rather low (see Table I). 
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Taking Dung-Work Seriously s 

Women’s Work and Rural Development in North India 

Rogtrr Jeffery 
Patricia Jeffery 
Andrew Lyon 

The work of transforming cow-dung into economically-valued products has not been treated as a matter of significant 
interest by economists and analysts of the Indian rural scene. In discussions of fuel, dung-cakes are dismissed as 
an inappropriate use of potential fertiliser; in discussions of fertiliser, the work of transforming dung into manure 
is usually ignored; and in discussions of women's work, dung-work is rarely made a central focus. Drawing on research 
work in Bijnor district, the authors argue that this is a mistake, both for empirical reasons (it ignores a significant 
economic activity with considerable worth which takes a .substantial proportion of women’s time) and for theoretical 
reasons. 


India IS so poorly off lor luci that the drop¬ 
pings of the cow have become one ol hei 
most highly prized products, carefully col¬ 
lected and stored. Some observant tourists 
have recognised in the universal prepa 
rat ion'ol cow peat or hoi.', tie vache the 
characteristic national industry. The collec¬ 
tion of the raw material, its mixture with 
fragments of straw and other combustible 
refuse, and, after kneading with water, the 
clapping of each finger-printed pat against 
a wall, rock, or other sun-visitcd place in a 
bold diaper pattern is the first occupation 
of the poor giil, the last of the poor old 
woman. Authorities on Indian agriculture lie 
awake o' nights weeping over the loss to the 
soil caused by this industry. | J I Kipling, 
1891. p I65| 

TO a considerable extent, IxKkwood Kipl¬ 
ing’s perspective remains a typical example 
of how catllc-diing is perceived in India, 
though, unusually, he goes on to stress the 
positive characteristics of dung-cakes as fuel. 
Cattle-dung has also been held to charac¬ 
terise the kind of agricultural capitalism 
which Daniel Thorntr saw dc'veloping in 
India at the end of the 1960s, as Ranjit Sau 
has recently reminded us.' Howevei, despite 
the omnipresence of cattle-dung, we would 
argue that it and its transformation (dung- 
work) have not received the attention they 
deserve. Apart from accounts by anthropo¬ 
logists of Its symbolic uses (which wc will 
not discuss), dung is largely treated as a 
residual fertili.ser and an undesirable and 
residual-fuel. In part, this is a result of male- 
oriented approaches to agriculture; pace 
Thorner and Sau, the capitalism is male- 
dominated but cattle-dung and dung-work 
are largely matters for women. In this paper 
we use cattle-dung and its place in the life 
of two north Indian villages to throw light 
on some aspects of agrarian organisation 
which have been unduly neglected. 

One caveat should immediately be enter¬ 
ed; our research did not concentrate on 
cattle-dung or dung-work, so we hope this 
paper will be read more as some suggestions 
for further research than as a report on 
research that has been completed. The topic 
came to our attention as a by-product of our 


research on the stK-ial organisation of child¬ 
bearing and women’s work.' Indeed, we 
have had to overcome a tendency on our own 
pan to treat the topic as a humoious one- 
during our research our sense of humour 
sometimes descended to the lavatorial, to 
leaven the more boring or depressing 
periods, and this paper is partly in expiation 
of our earlier levity. ’ 

In recent feminist literature, the term 'slut- 
work’ has been used in at least two ways. 
I iterally, it refers to dealing with a baby's 
c.xcreta and its consequences—washing a 
baby, ns soiled nappies and clothes. 
Metaphorically, it ha.s also been used to 
describe the general .servicing work done by 
women, eithei at home or in wage labour— 
the preparation of lood, cleaning, dusting, 
washing, sweeping. What links these two is 
that such work rarely allows women direct 
access to or control over resources, or over 
the wealth or income such work helps to pio- 
duce or maintain. Indeed, the term demeans 
the activities performed and renders them 
appropriate only for low status menials.^ 
Shitwork is largely invisible, undervalued, 
and often ignored, and thus can stand as a 
metaphor fen most of women’s work con¬ 
nected with childbearing and childrearing — 
messy, apparently female and understudied. 
But in this paper we concentrate on other 
aspects of women’s work which arc often ig¬ 
nored. ‘Shitwork’. in both senses outlined 
above, occupies a substantial part ol the 
work of women in villages in north India. 
Here, however, we locus on shitwork in a 
third sen.se: the work done with cattle-dung; 
‘dung-work’ is a direct translation of a Hindi 
category of work, viz, gohar ka kam. 

It IS not just a question of taking the work 
which women do-^ here their dung-work- 
out of the shadows and adding it to a listing 
of people’s activities. Granted, that can be 
an important task in its own right, since so 
much of what women do in rural economies 
(such as north India) is rendered invisible by 
traditional methods of accounting. Recent 
feminist discussions, of course; already stre.ss 
that. Here, however, wc take the point fur¬ 
ther, in three directions. Firstly, we use the 
example of women's work in relation to 


cattle-dung to address for a rural Indian 
economy theoretical issues that arc also 
being raised by feminist literature in the west; 
in particular, the analytical inappro- 
priatcnc.ss of the conceptual split so com¬ 
monly made between ‘production’ and 
‘reproduction’, and the public and private 
spheres. Secondly, making women’s dung- 
work the starting point and tracing out the 
ramifications from it provides a slightly 
unusual way into more substantial critiques 
of the concept of development. Basically, 
our argument should not be seen as a limited 
comment on some aspects of ‘women’s 
work’- there are profound inadequacies in 
how ‘development’ is conceptualised that af¬ 
fect everyone, not just females. Thirdly, the 
example of dung-work can contribute to the 
debates over the relationships between 
women’s work, the size of dowry and other 
resource flows from a woman’s family to her 
husband’s, and exee.ss female mortality in 
rural north India. 

THi- F.ihnographic Context 

Our research was carried out in two 
villages of Bijnor district, UP , which lies 
about 160 km north-east of Delhi. It has an 
area of 2,00,000 sq km, and a 1981 popula¬ 
tion of nearly 2 million. The two villages are 
called Dharmnagri, with a population of 
700, and Jhakri, with a population of 350. 
Dharmnagri is entirely populated by caste 
Hindus and Harijans, Jhakri entirely by 
Muslims, and in the district as a whole the 
proportions are roughly similar. Over 40 per 
cent of the population is under IS, and the 
two villages grew by about one-third from 
1975 to 1985. The sex ratio of the two 
villages is about 1,175 males per 1,000 
females; there is little seasonal or long-term 
migration of men. The study villages are 
about 5 km from the market town of Bijnor 
Itself, close to the river Ganga and some 
SO km south of Hardwar. 

In the past 25 years or so* Green 
Revolution-type changes have Uiken place, 
but not as dramatically as in Punjab and 
Haryana, or further west in UP. New 
varieties of seed are widely used. Tlactors 


WS-32 


Economic and Political Weekly April 29, 1989 



uc a common sight, although most plough¬ 
ing and field preparation is still done by 
bullock- and buffalo-power. These changes 
have been made possible by assured water 
supplies. Under British rule, very little land 
in Bijnor was irrigated, despite the proximity 
of .the Ganga: all the canals were built to the 
west. Since 1960, private electric and diesel 
tubewells have revolutionised the picture. 
The major staple crops have changed drama¬ 
tically in the last 80 years; of the rabi crops, 
barley and gram have almost disappeared 
before the advance of wheat, largely high- 
yielding varieties (Figure 1); of the kharif 
crops, rice and especially sugarcane (the 
major cash-crop) have supplanted bajia and 
pulses (Figure 2). 

At the same time as cropping patterns 
have changed, the cropped acreage has in¬ 
creased, accomplished partly by a rise m 
double cropping. Rice and wheal can he 
taken from ihe same land, because tubewells 
provide a secure water supply and new seeds 
mature la.ster. But part ol this increase m 
grain production has also been attained by 
pushing back the margin ot cultivable land 
(Figure 3): between 190.^ and 1979, irrigated 
land incrca.scd to 40 per cent and culturable 
(but uncultivated) land declined Some 
swamps have been drained and protected 
from the Cianga flooding. Much unculti¬ 
vated scrub-land has been cleared and used 
for crop production 

These data are somewhat suspect slop¬ 
ping returns are Ihe rcsponsibiliiv ot low- 
paid village-level workers and the sugaicanc 
acreage in parliculai is likely to be exaggera 
ted. because it effects entitlements to sales 
to the government sugai mills at a .secure 
price, and access to some sources of credit. 
But the picture is consistent with, it more 
extreme than, the ones prsivided by sither 
sources ' 

DiiNC. Work 

Cattle-dung, known locally as gobai, plays 
a central part in everyday life—not some 
thing which we could sidestep, eithci lileiallv 
or metaphorically. In the two study \ illagcs, 
well over 80 per cent of households own 
cattle, with tne average being three animals. 
For all its ubiquity, cattle-dung is largely 
privately owned. Dung which collects m an 
animal's stall belongs to the owner of the 
animal; if an animal defaecates en route to 
the fields, or while pulling a cart along a 
village track or road, someone I tom the 
household will usually try to collect it. Only 
if catiie-dung lies unclaimed in public space 
can anyone gather it up, so those without 
their own animals have only unreliable 
access to it. 

Cattle ownership is not totally determined 
by the ownership of land.'’ Most land- 
owners with more than half an acre own 
milk animals and own or have a share in 
draught animals. No landless people own 
draught animals, but some nwn milk cattle, 
though their ownership may be precarious; 
their cattle that die may not be immediately 
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replaced, or cattle may be sold in an 
emergency. 

Cattle-dung is largely a matter for women, 
(hough all cattle are owned by men, and 
women's .icccss to animals and their dung 
may be compics. In the two study villages, 
households arc sometimes members o( largei 
pioduclion units ii( a man and his .son.s, ot 
a set ol brothers, or (rarely) of paternal 
cousins. Draught animals lend to be owned 
by production units, but a woman's work is 
oigamsed through hei household and her 
relationships with her mothei- and sisters- 
in-law (HBW). If her household is separate, 
foi consumption purposes, she docs all the 
animals care and is entitled to all (heir pro¬ 
ducts, including the dung, fiom all the 
animal owned by het household. But if she 
IS still in a joint relationship with her 
mother-in-law or with a sister-in-law (HBW), 
she may have part shares in milk animals 
owned by the loim households, and these 
shares may continue after the households 
have separated tor most consumption pur¬ 
poses. If her husband works jointly with his 
brothers or his father, she may have rights 
to a share cf the dung from the draught 
animals they own together, whether the 
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householcjs are joint or separate. Thus, some 
women are involved in quite intricate animal 
care rotas, which govern which animals* 
dung they can collect and when. 

Dung collection is work for females and 
it is a common sight to see young girls 
lollowing heids o( animals to the grazing 
grounds, and collecting the dung which the 
herd leaves in its wake. Men arc reluctant 
even to consider handling it.' During inter¬ 
views about the woik cycle Andrew asked 
men whether they ever did any dung-work. 
Mis quesiioiiing was oltcn met with great 
hilarii.v. However, he.was persistent; he 
wanted to know what happened to dung 
when women were away visiting their 
parents. Bystanders ridiculed each man he 
interviewed. For example, he asked Riasat, 
a poor peasant farmer who lived in a nuclear 
household, "What do you do about the dung 
when your wife is away visiting her mother?” 
Riasat hardly started lo answer when a 
friend burst in. laughing. 

He collects It himsell in a basket. He scoops 
It up with his hands, and (hen pops the 
basket on his head. Then the shit runs 
through (he weave in the basket and down 
over his face! 
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And he slapped his knees and roared with 
laughter. Riasat hastily denied this account: 
“No, no, brother! Dung is woman’s work". 

The work associated with this resource, 
then, is derided by men, and relegated to 
women." Women are hardly enthusiastic 
but have to comply with men’s refusal to be 
contaminated; 

You know, our men can’t even wipe a child’s 
snotty nose. Why, if a child urinates on them 
they hand it over to us straight away. Just 
imagine what they’d do if they had to deal 
with baby’s shit or cattle-dung! 

There is evidence that some men u.sed to 
be involved in dung-work; some commen¬ 
taries suggest that merr from the chamar 
(leatherworker) or bhangi (sweeper) castes— 
both of them harijan or untouchable—may 
have been involved in dung-work for 
hereditary patrons as part ol the jajmani 
system.’* More evidence exists of chamar or 
other low-caste women doing dung-work for 
women from clean castes or the higher status 
groups among Muslims. This is now rare in 
Dharmnagri and Jhakri: even the R.ijput 
women of the richest peasant household in 
Dharmnagri have to do most of their own 
dung-work. 

The work is certainly very tiring._It in¬ 
volves bending and lifting heavy hcadloads 
and carrying them up to quarter ol a mile 
on their heads; it is one ol the first parts of 
women’s work which they wish to give up 
when they are pregnant. A woman is only 
rarely let off dung-work, if she is .still living 
jointly with an amenable mother-in-law, or 
if she becomes very seriously ill. l-or 
example, one had an eclamptic fit six days 
before delivery and became unconscious, but 
up to that time she had been doing all the 
dung-work as well as her other duties. Only 
in extremis will alternative workers be found, 
and they will always be women. 

Cattle-dung has three main uses; as plastei 
and a building material; as fuel, and us 
fertiliser. 

Dung for huilding and ax planter The 
courtyards, grain stores and the walls of 
adobe hou.ses arc made with mixtures of 
mud, dung and chopped straw They all 
require a coaling to render them and help 
them to resist the damp and the effects of 
rain, and dried dung is diluted to form a thin 
paste, and spread by hand. House walls may 
be plastered a few times a season; granaries 
when they are repaired every year or so; but 
courtyards are more frequently coated as a 
part of everyday cleaning, or in order to 
show a special preparation at the time of 
religious rituals. Only women do this work; 
it probably uses relatively little dung. 

Dung as cooking fuel'. In this part of 
India, before it is used as fuel, dung is 
formed into ‘cakes’ {upla), then dried in the 
sun and stored. Women have separate pil¬ 
ches on areas of flat land on the outskirts 
of the two villages, and squatting on their 
haunches, they combine the dung with straw 
and water, form it into .hick dinner-plate¬ 
sized cakes and set them out in rows in the 
sun to dry. These dung-cakes have to be turn¬ 
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ed several times before they are ready to be 
stored in a stack (bitaura), which line the 
roads or paths ail over north India. Varia¬ 
tions in style are apparent from any bus 
journey of more than 50 miles or so. 

When the stack is complete it is .scaled 
with a coating of dung, thatched and top¬ 
ped out with an inverted pot that keeps out 
the rain and prevents the dung-cakes turn¬ 
ing into sludge. Women unpack dung-cakes 
Irom the stacks as they need them and take 
them home to use as their main cooking 
tuel. We did not discuss with women their 
views of the benefits or costs ol different 
kinds of cooking fuels, though others have 
reported on the difficulties of persuading the 
Indian ‘house-wife’ (.s/t) to give up using 
dung-cakes, for they burn slowly and allow 
food to simmer well -a point which desig¬ 
ners of ‘improved’ or ‘smokeless’ stoves seem 
to have had difficulty in understanding.'" 

Making dung-cakes can occupy two hours 
of a woman’s time every day, depending on 
how many animals she owns and the amount 
of cooking fuel required." Patricia fre¬ 
quently found women most available for 
private conversations while they were 
making dung-cakes: these patches ol land 
arc female space, and women usually work 
somewhat apart from one another, so she 
spent a fail part of the winter months squat¬ 
ting on a couple of (dry) dung-cakes talk¬ 
ing to women while they worked. 

However, women make dung-cakes only 
for seven to eight months of the year, from 
about October to May. Dung-cakes are not 
made in the hot pre-monsoon period, 
because grubs destroy them, nor during the 
monsoon itself, when they cannot be dried. 

Dung formidden fertiliser: During the hot 
and rainy months of May to September 
women and girls collect dung and tip it— 
along with other household waste—into the 
midden. Some women also reduce their 
burden by lipping dung into the midden in 
the ‘wrong’ season because they find making 
dung-cakes too heavy, for example during 
pregnancy or when they are ill. All the year 
round, the midden receives the sweepings 
from the courtyard and other sources of 
household rubbish, possibly (among 


Muslims and some Hindus) including the 
placenta of any babies born, and the excreta 
of small children and other domestic 
animals like chickens. 

The rubbish is left to mulch lor .some ten 
months. Only alter this do the men have 
anything lo do with dung, but by then it is 
no longer regarded as ‘dung’ but ’midden 
fcitiliser’ (kun ka khad). Midden feitiliscr 
is a valuable agricultural input, which the 
men shovel out of the midden pits onto 
carls, and plough into the fields belorc 
sugaicanc is planted in March-April. Midden 
fertiliser is universally regarded as an essen¬ 
tial input loi a succcsslul crop of sugarcane. 

Value of dung: Dung, dung-cakes and 
midden lertiliser arc not usually sold, fhey 
are primalily produced lor use. Placing a 
monetary \aluc on them was difficult, and 
our inlormanis were resistant to doing so. 
However, isolated instances ol sales pros idc 
a way of making a rough estimate of their 
worth. Dung-cakes have a market in Uijnor 
town, and sell for about Rs 8 foi 100, and 
a woman with the day’s dung of five or six 
animals might be able to make 50-60 dung- 
cakes a day. providing a potential income ol 
about Ks 1,000 per year, perhaps equivalent 
to five or six months wages as female 
agricultural labourer. 

Midden fertiliser is sold even more rarely 
than dung cakes. Fanners strongly resist sel¬ 
ling it if they can avoid it, preferring to use 
it on their own fields. In 1982-83 we learnt 
of only one cart-load of about 750 kg of 
compost sold for Rs 50. An average midden 
for a middle peasant household might pro¬ 
duce between 40 and 50 such cart-loads each 
year, and a cash value of maybe Rs 2,000 
to Rs 2,500, or about seven months wages 
for a male labourer. 

Thus women’s dung-work can be given a 
considerable cash value, either in terms of 
income or the opportunity cost of using 
dung in these ways. However, most women 
are not paid for their dung-work, since it is 
almost entirely done by family labour, nor 
do they obtain any informal credit for the 
contribution this makes. Occasionally a 
woman will sell dung-cakes, and she may be 
able to keep control of the cash or other in- 
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come she receives for this, but it represents 
an inadequate recompense for her hard 
labour. 

THEORETICAt. ANAI YSIS 

How, then, should we locate dung-work 
theoretically, in relationship to debates on 
‘production’ and ‘reproduction’? Recent 
feminist discussions of this division, and the 
related distinction between ‘public’ and 
‘private’ spheres of social life, have .stressed 
the dangers of applying them rigidly.’’ It is 
not useful to analy.se women’s position as 
if it depended solely on their reproductive 
work within the domestic or private sphere, 
without taking note of the contributions 
their work—whether private, reproductive, 
or in the public, prodjactive spheres—makes 
to production. 'Ib maintain such dualiiics 
raises problems, because dung-work (like 
many other aspects of women’s work) strad¬ 
dles the division. We prefer to look at the 
situation in a more integrated fashion, as one 
where it is seen as ‘production-and- 
reproduction’. 

.Specifically, dung-work is both ‘produc- 
live^a pan of agricultural activity, and what 
is more, specifically related to the major cash 
crop—and reproductive work—to do with 
cooking and consumption, the reproduction 
of the household from day to day- depend¬ 
ing on the season. It is production lor use 
which has an exchange value, even if it is 
rarely reali.sed; it is woik done in ’private 
space—within the domestic coiirtyaid and 
at the all-female dung-cake areas—with 
considerable relevance for the public spaces 
of the fields where subsistence and, especial¬ 
ly, cash crops are grown. But no one locally 
gives women credit for the work involved. 

This brings us to the second main point 
of paper. The invisibility of much of 
women’s work reficcts the seriously deficient 
ways in which ’development’ is generally 
conceptualised. This is a point often made 
by feminist critics of development writing, 
and one we would endorse.” In the case of 
dung-work, there are some important 
ecological implications ol ignoring it that 
take us beyond narrowly “feminist” points. 
However, most of these writings focus on 
fuel consumption, and cattle-dung or animal 
wastes more generally receive only passing 
mention, despite some estimates showing 
that in India, 30 per cent of rural energy con¬ 
sumption was provided by animal wastes; a 
figure for Pakistan was 80 per cent.''' Ar¬ 
nold’s estimate that 400 million tonnes of 
cattle-dung are burned annually in Asia and 
Africa, leading to the loss of 20 million 
tonnes of potential grain output, is often 
quoted.” Thus cattle-dung is portrayed as 
something which is only used as cooking 
fuel because of a shortage of other 
(presumably superior) fuels. Having lamen¬ 
ted its misuse in this way, attention is turned 
to accounting for the rise in its use and why 
alternative sources of fuel are no longer 
available, rather than in looking at the mean¬ 
ings and uses of cattle-dung in more detail. 


Similarly, focus is placed on ecological 
balances where forests are being cut down, 
as in Nepal or in Madhya Pradesh, rather 
lhan in looking at the situation where 
change is less dramatic as in the Gangetic 
Plain. 

Looking at dung-work highlights some 
ecological changes. Women’s work, like 
men’s is not timeless, and several changes 
have taken place recently, possibly more 
rapid than at any previous time. There has 
been a rapid growth in the output of food- 
grains and cash crops—precisely the indices 
generally used in government circles as a sign 
of development. Bui, as has often been 
pointed out, these changes have had other 
el feels (not necessarily po.sitive) that affect 
women in particular."’ Looking at these 
changes through their effects on the role of 
dung helps lo illuminate some of these 
changr.s. 

For example, older residents of the two 
villages can remember when most cooking 
was done with wood gathered from the 
scrub-land, but now most of that land is 
under sugarcane. Although the techniques 
for making dung-cakes seem to have been 
known locally foi a long time, only within 
living memory have women started to cook 
predominantly with dung-cakes. A landless 
Brahmin de.scribcd the shift in his lifetime 
as follows. Previously there used to be far 
more animals, which grared in the marsh 
and on low-lying fallow ground near the 
river; only young animals and tho.se need¬ 
ed that day for work would be stall-fed. 
When he was young, cattle-dung was haid- 
ly used for dung-cakes: if he had said to a 
woman that she should cook with uph her 
reply would have been “take it away, I can’t 
cook with that!” This is obviously an exag¬ 
geration: what it does seem to suggest, 
however, is an increase in the use of upla and 
a spread of its pniduction and use to women 
in higher status groups. 

Thus the ‘jungle’, which is usually classi¬ 
fied as ‘non- productive‘ land, had a variety 
of economic uses, including not only acting 
as a .source of wood-fuel but also as a source 
of dung for those without animals. At 
today‘s prices, it would have provided 
hundreds of thousands of rupees worth of 
cooking fuel every year for local residents, 
quite apart from its use as a source of, for 
example, beams for roof-limbers and reeds 
for thatching huts. But foodgrains have been 
granted such a dominant sway over indi¬ 
cators of agricultural growth in India that 
the loss of jungle land goes almost un¬ 
noticed. Similarly, the work of women tends 
to be closely linked to the availability of such 
land, and as with other aspects of women’s 
work, it is not covered by most official 
enquiries into land and labour use in India. 
The time frames are too short and the defini¬ 
tion of work too narrow to include much of 
what women do, whether in fodder, fuel and 
water collection or the processing of crops. 

Furthermore, the transformation of jungle 
into agricultural land has accelerated several 


linked pnacesses that have reduced toil ferti¬ 
lity and forced farmers into more intensive 
commercial relationships. As the jungle has 
declined, so has the amount of common 
grazing land. A rise in double-cropping, and 
the value of cash crops, has reduced the 
amount of lahd under fodder crops (which 
are also often nitrogen-fixing plants) As far 
as we can gauge, this is associated with a 
decline in the number of animals supported 
in the villages. A smaller absolute amount 
of dung is produced; proportionately more 
of it must be used for fuel because of the 
decline in sourees of wood.'^ Consequently, 
farmers are forced to rely more on artificial 
fertilisers and arc drawn more closely into 
cash relationships over which they have no 
control. 

Furthermore, some men’s and some 
women’s work at some seasons has been 
intensified. Animals are stall-fed rather than 
grazed raising the need for fodder collection 
and fodder chopping. This may be done by 
men or women, depending on the available 
labour, season, and whether the chopping 
is niechani.sed. Water must also be fetched, 
usually by women. Women also have more 
work processing dung, since they have 
become more dependent on dung- cakes for 
cooking fuel and other fuels for kindling 
(twigs, reeds, dried grasses, etc) have to be 
fetched Irom farther afield, by men or 
women. In other words, the long-standing 
advice to the Indian government to preserve 
land for grazing and fuel has had no im[>act 
on commercialisation processes in this part 
ot India. But merely to bemoan this, declar¬ 
ing for example that “the use of cow dung 
as a source of non-commercial fuel is 
virtually a crime”, does not get us very 
fai.'" 

All the efforts of the government and in¬ 
dustry in expanding credit, fertiliser, seed 
and water supply, have undoubtedly com¬ 
mercialised important aspects of agriculture 
and increased the output of grain and cash 
crops, while equally important areas of 
economic activity in which women’s roles are 
more significant have been ignored. 

WoMLN’}> Work, Dowry and Female 
Survival 

Does the foregoing shed any light on the 
position of women in rural north India more 
generally? There is much evidence of 
women’s poor and relatively deteriorating 
life-chances. For example, the sex ratio— 
men per l,0(X} females— is high and has 
been rising over most of the 20th century, 
with perhaps a downturn between 1971 and 
1981. in rural Bijnor the sex ratio in 1981 
was 1,169—not the worst in India but nearly 
so, whereas the sex ratio at birth is probably 
not much more than 1,0S0. Since girls are 
thought to be ‘naturally’ more robust, such 
an adverse sex ratio is probably a result of 
higher female mortality rates through the 
neglect of infant girls and, to a lesser ectent, 
of women in the childbearing ages. The 
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reported death rates in 1982 for rural Uttar 
Pradesh for children aged 0-4 are 68 per 
1,000 for females and S4 for males.'* At all 
ages up to 40, female mortality rates were 
above male rates. 

These findings have been the cause of 
much recent discussion, most prominently 
stimulated by Barbara Miller’s book. The 
Endangered Sex. but also the subject of a 
number of excellent articles.^® lissentially, 
these authors conclude that the structural 
consequences of the north Indian kinship 
system leave women powerless and perceived 
as economic costs rather than benefits, and 
lead to strong son preferences and systematic 
(if subconscious) neglect of daughters. 
Furthermore, this situation is said to be 
getting worse, in some lower-caste groups, 
bride-wealth was the predominant marriage 
payment; some of the.se groups seem to have 
changed to a dowry system, like their upper- 
caste and property-owning neighbours. 
Furthermore, among those higher-status 
groups, the nature of dowry seems to have 
changed: as well as being seen as a heavier 
burden, it seems to be increasingly ‘demand- 
led’ whereas people used to “accept what is 
offered’’.^' 

Cun.sequently there has been a rise in the 
reporting of dowry deaths and harassment 
of young brides. Some have argued that one 
cause of this change is that women from 
poorer groups are not only finding .jobs 
harder to get, as a result of the Green 
Revolution, but that in addition, their 
husbands, fathers or fathers-in-law arc 
withdrawing them from the labour force as 
soon as they can afford to do so.“ In other 
words, it is argued, there is a relationship 
between a woman's economic contribution 
to the household and her ‘value’ as a child. 
Miller concludes; “One must take female 
roles in rural production into account, and 
also other factors which make sons prefer 
able to daughters like rules of inheritance, 
ritual need for sons, etc” [1980, p 127J.-^ 

Here we will comment on only part of this 
debate. Are women valued less as their 
economic contributions decline? Does this 
generate more demand for dowry to com¬ 
pensate parents of men to accept a parasite? 
Oung-work is one form of women’s work 
that has changed in its nature in the 
memories of old women: to recapitulate, 
they are probably spending more of their 
time doing it, dung’s contribution as cook¬ 
ing fuel is probably more significant than 
it was before, and its role as fertiliser of the 
major cash-crop is still crucial; and women 
from a wider range of social classes are 
doing the work. What arc the consequences 
of these changes to the evaluation of men 
and women and their work? Do people 
themselves make a link between women’s 
work and escalation of dowry? 

Very simply, our data suggests that the 
economic contribution made by women’s 
work is irrelevant to the question. The 
example of dung-work illuminates how it is 
possible for what seems clearly to us to be 
hard manual labour, with considerable 


financial significance, to be derided locally 
as women’s work and treated as of no 
intrinsic value. Significantly, perhaps, our in¬ 
formants themselves do not make links bet¬ 
ween changes in women’s work and dowry 
levels. As one Muslim man said; 

Women's work hasn’t changed at all—they 
do just the same work as before. Dowry’s 
gone up bccau.se this is an era of money. We 
used to make lots of out own things but now 
wc get them from the baraar. By example 
wedding costs have risen. 

Andrew: Is that because girls arc worth less 
now than they were before? 

No— girls were never worth very much! 
Thus they explain rising dowry expenses 
with reference to the commercialisation 
introduced by the Green Revolution. (They 
also blame the new chemical fertilisers for 
making men ‘hotter’ and more ready to 
make demands.) They say that the level of 
competition for ‘good’ grooms has risen; 
and that people always wanted to do the best 
they could for their daughters, in order to 
make their lives with their in-laws as com¬ 
fortable as possible. Because many parents 
can now give more, they try to do so, and 
levels of expectation have risen in response 
to thi.s. 

Of course, we do not have to accept out 
informants’ explanations. However, wt 
would point to one further flaw in the 
arguments of Miller and others. Among the 
Muslims in our sample, who.se dowry costs 
arc lower than those of comparable Hindus 
levels of exce.ss female mortality are highei 
than among those .same Hindus. This is 
counter-intuitive; but the paradox cannot be 
explained by differences in the work done 
by young married women in the two com¬ 
munities. for these are much the same, in 
other words, we would suggest that what is 
crucial is not the work that is done by 
women but its evaluation, and women’s 
access to property and the fruits of their 
work; these have shown no signs of change. 
Certainly, attempting to improve the position 
of women by increasing their workloads, 
without attacking their lack of rights to pro¬ 
perty and income, will leave women worse 
off than they are at present. 

CONCUIStON 

This has been a limited exercise. We have 
not considered a number of linked issues, 
such as the possibility that there are too 
many cattle in the area; the ritual and sym¬ 
bolic ways in which the importance of cattle 
and its dung are marked; the effect on 
women’s health of cooking by dung-cakes 
rather than wood; the effectiveness of social 
forestry as a way of remedying the situation; 
or the viability of biogas as an alternative 
source of fuel and fertiliser. Nor have we 
looked at the implications of current and 
possible alternative patterns of cattle owner¬ 
ship and milk marketing for the class struc¬ 
ture; nor how dung-cakes are marketed 
around the major Indian towns and the role 
of women in that; nor how the extent of 
commercialisation of dung and its products 


affects domestic relationships. Others haw 
studied many of these things: what we would 
argue is that they have not taken the dung 
as .seriously as it warrants; and we suggest 
that this failure is linked to the fact that as 
women’s work it has wrongly been felt to be 
beneath the contempt of development 
specialists. 

Notes 

[Earlier versions of this paper were presented 
in Oxford, Edinburgh, Birmingham, Glasgow 
and Venice: we are grateful to colleagues for 
comments and encouragement to take the argu¬ 
ment as far as we have.] 

1 R Sau, 1988. 

2 This research was funded by the Economic 
and Social Research Council, London, for 
field-trips in 1982-83 and 1985; for further 
details see P M Jeflery et ai, 1988. Earlier 
versions of this paper have been presented 
in Edinburgh, Glasgow and Oxford. 

3 We are not alone in succumbing to this 
tendency: Michael Lipton contributed the 
following poem to R Wade, 1986, p 65: 

Of excrementat capital/output ratios 
For millet, the neighbourhood baddy. 
Abetted, 1 efar, by his daddy. 

Steals the shit of the sheep 
While the field guard’s asleep. 

Rut pigshit is better for paddy. 

4 l or an early discussion, see A Oakley, 1974. 

5 See. for example, T J Byres and B Oow, 
1985. 

6 We have used class categories loosely bas¬ 
ed on U Palnaik, 1976; for more details see 
P M Jeffery er al, 1988. 

7 This is too simplistic a formulation; but an 
early discussion of the division of labour 
by sex in agriculture, TPS Chawdhari and 
B M Sharma, 1961 (who place ‘manuring 
and manures' as a ‘routine agricultural acti¬ 
vity’) similarly record it as a solely female 
activity in Nangloi Block, near Delhi. 

8 Chawdhari and Sharma, op cit, make this 
point delicately when they note that they 
discovered positive awareness on the part 
of the younger females of the fact that cer¬ 
tain jobs are a.ssigned to their sex merely 
because these are considered di^rading for 
male folk. The awareness is, however, not 
yet vocal; it was only revealed on tactful 
questioning of the respondents by the lady 
interpreter (p 646). 

9 M 'lomar, personal communication, con¬ 
firms this for Muzaffarnagar district, west 
of Bijnor. 

10 Royal Commission on Agriculture in India, 
1928; B Agarwal, 1986a. 

11 These estimates are poor: women refused to 
answer repeat time-use questions, complain¬ 
ing of repetition and boredom, and our data 
cannot be analysed by season, class or 
household structure. Other reports suggest 
that 2 hours a day would be unusually high; 
TPS Chawdhari and B M Sharma estimate 
19 days-equivalent per year; D Jain, 1985, 
reports only 10-20 minutes per woman aged 
6-44 for her Rajasthan sample, and gives no 
separate figuie for heiNVest Bengal sample; 
M Mitia, 1987, found poor peasant women 
spent, only IS minutes per day on dung- 
work, and reports no figures for other social 
classes. 
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12 V Beechey, 1979; I Young. 1980. 

13 B Rogers, 1980; L Beneria (ed), 1982. 

14 For three recent examples, see F Cecelski, 
1985; B Agarwal, 1986a; and I Dankolman 
and J Davidson, 1988. 

15 E g by E Eckholm, 1979. 

16 B .Agarvtral, 1986b. 

17 Official statistics suggest that in UP as a 
whole, the number of cattle has hardly 
changed since 1966, whereas the number of 
buffalo has risen by 30 per cent in the .same 
period We have no information on the 
balance between the two in Dharmnagri and 
Jhakri, nor on the consequences in terms 
of dung-work on any such change. 

18 E g Royal Commission on Agriculture, 
1928. The quote is from Government of 
India, 1973, p 73, cited by F Eckholm, 1975, 
P 10, E Cecelski also cites M E Khan and 
S K Ghosh Dastidar, 1983, to the effect that 
in parts of ihinjab, rights of dung-collection 
are now ‘.sold’ to agricultural labourers in 
exchange for an extra hour's work; and 
R Wade, 1986, describes the auctioning of 
dung-collection rights in Andhra Pradesh— 
but he docs not describe who aclualy docs 
the work. Wc did not find such a degree of 
commercialisation in Bijnor. 

19 Government of India, 1985. 

20 B D Miller, 1981; T Dyson and M Moore, 
1983; M Das Gupta, 1987 

21 R Ahmad. 1987; M Stiniva.s, 1986. 

22 U Sharma. 1980. 

23 B D Miller, 1981; P Batdhan. 1982; 
S Kandcria and I. Visaria, 1984. 
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Women’s Work Is Never Done 

Dairy ‘Development’ and Health in the Lives of 
Rural Women in Rajasthan 

Miriam Sharma 
with the assistance of 
Urmila Vanjani 

The main aim ofpmmotinp women's co-operatives in the Operation Flood programme is the provision of employ¬ 
ment, income and increased status for rural women. On the basis of a field study among the women of Shankpur 
in Rajasthan, this article examines the class and gender biases in the dairy policy; its effects on the nutrition and 
health of women, and on footf crop production; the employment potential of the programme; and the replication 
of the inequalities inherent in the Green Revolution. 


DUSK in an Indian village presents one of 
those magical moments that vividly im¬ 
presses the consciousness of any outsider 
who has visited there. During the seven 
months we lived in Shankpur,' a Rajasthani 
village, it was also our favourite time. Wafts 
of smoke make large cigar-sire curls in the 
air, wending their way up to the sky through 
thatched roofs or the empty space over an 
open chulah, where twigs and cow-dung fuel 
cakes leave behind an aroma ol chalky 
smoke from the cooking fire. Women and 
girls lend the evening meal, stirring the boil¬ 
ing rice or kneading wheaten bread, perhaps 
making some lentils or vegetable as well. The 
main strKts of the village raise their own 
dust from the hooves of returning animals 
that had been taken to graze early in the 
morning. Sometimes there are comical 
moments when an impassioned buffalo 
takes to racing wildly down the path, scat¬ 
tering all in its way. Before cooking the even¬ 
ing meal, the women and girls attend to the 
feeding and milking of the dairy animals; 
after the meal there are dishes to be washed 
and the chulah to be cleaned. When this 
pastoral scene comes to mind, it becomes 
women's time. More than any other part of 
the day, dusk is when all women engage in 
the same activities and partake of a collec¬ 
tive consciousness through the enactment of 
their gender roles. 

W; became concerned about the implica¬ 
tions for this collective consciousness when 
the Rajasthan .state government initiated a 
programme of providing poor women with 
subsidised loans for the purchase of milch 
buffaloes. A stated aim of this project was 
to foster the village women’s independence 
and enhance their control over income in the 
family. With funds from the central govern¬ 
ment’s Integrated Rural Development Pro¬ 
gramme (IRDP),^ that was to reach the 
poorest of the poor, the dairy venture would 
also increase the flbw of milk to the village 
co-operative and then on to the processing 
plant in nearby Alwar—the district head¬ 
quarters. All this was part of the ever- 
expanding nationwide ‘Operation Flood' 
that was to transform India’s dairy industry 
and supply a steady and adequate flow of 


milk and milk products to the urban cen¬ 
tres.’ Thus, when officials came from the 
dairy to hold a twelve-day training ‘camp’ 
in Shankpur village for the 18 women who 
initially qualified for these loans, it presented 
a unique opportunity to assess the interface 
between state policy and gender role 
formation/transformation. 

A critical analysis of the government 
development project in terms of what it 
means for women and, more exactly, what 
it means for poor women in a specific village 
is presented here. A description of Shankpur 
village also looks at patterns of women’s 
work and their general health. A third sec¬ 
tion details the dairy ‘camp’ and events that 
transpired during the training. The next 
analyses the implementation of the scheme 
within the realities of women’s existence, 
while the conclusion presents a critical 
assessment of its implications for women’s 
work, health, and development. 

Why Womfn- apparent Benefii-s and 
Hidden Costs 

Along with the general discovery of 
government planners that women had been 
‘left out’ of the development process,'^ came 
the realisation that they also were the 
mainstay of the dairy sector [see Chen et al, 
1986: vii, 1). As unpaid family workers—or 
even where providing income to the 
family—women did not benefit, or did only 
in a limited manner, from any enhancement 
of the unit’s economic condition or status. 
While their earned income is generally spent 
on critical household expenses, it is men who 
decide upon the expenditures and resource 
allocation. Even where the nutritional status 
of the family may undergo a change for the 
better, that of women and female children 
may be slight because of the gender differen¬ 
tiation in access to milk and milk products. 
Neglect of women’s role in livestock main¬ 
tenance and dairy production not only 
strengthened the pattern of unequal access 
to resources between men and women but 
was found to have an adverse effect on pro¬ 
duction itself (ibid: 13, 14]. In 1980 some 
women ‘activi.sts’ with the help of the Ford 


Foundation attempted to remedy this inequi¬ 
ty by initiating measures to facilitate female 
ownership of animals and to set up dairy co¬ 
operatives on the Anand pattern for them. 
Their major concern was to draw the 
millions of women already engaged in dairy¬ 
ing into the ‘mainstream’ of dairy develop¬ 
ment and to increase their knowledge about 
the modernising industry as well as their in¬ 
come (ibid; foreword). Such programmes 
utilised the pre-existing institutional in¬ 
frastructure of the Anand pattern in con¬ 
junction with the government IRDP and 
bank loan-cum-subsidy schemes. They at¬ 
tempted to “create an alternative as.set base 
for land poor households” as well as for 
women [ibid: 20].-'' 

The .studies of Devaki Jain and Marty 
Chen et al, although sympathetic to, and 
accepting of, the basic premises of Opera¬ 
tion Flood as it relates to the participation 
of women, still draw attention to basic flaws 
in the system. The latter note that the work¬ 
load increase for women falls dispropor¬ 
tionately on the poor, that obtaining ade¬ 
quate fodder remains a problem, and that 
participation of poor scheduled caste 
females is also problematic [1986: 41,50-53, 
78-80). Jain takes a close look at the famous 
‘Milk Producers of Kaira’. Again, she con¬ 
firms that the burden of animal care falls 
heaviest on the landless women and that the 
“infrastructure for making the investment 
[of a buffalo or cow] viable is not accessi¬ 
ble except to those with large resources” 
[1980:108]. She also notes that women felt 
no real change had occurred from household 
participation in the dairy co-operatives ex¬ 
cept perhaps in terms of food consumption 
and health. Finally, Jain also questions 
whether income enhancement can really be 
achieved for mid- and low-levels of peasant 
households, and whether the Anand pattern 
really promotes self-reliance and participa¬ 
tion in decision-making [ibid: 107, 109], 
While dairying is popular among those plan¬ 
ning employment for rural women [are they 
really unemployed?] [ibid; 107, 110], the 
question of its hidden costs for them rarely 
arises, much less are they detailed. 
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•AnotJier study Qti the impact of the Amul 
co-operative on women in the area stated this 
more baldly: 

The enormous structure of the Amul com 
plex at Anand, with a highly modern cam 
pus of steel frame, mosaic and glass, air- 
conditioned buildings, laboratories, gleam 
ing aluminium and steel plants, white 
uniformed and capped staff, dutifully laid 
out gardens, sound proofed and plush sealed 
. auditoria and air-conditioned luxury buses, 
seems very far removed from the lives of the 
village women whose work has made this 
glossy new world possible, but to which they 
have no entry. Not one of them has acquired 
mastery over the new technology that has 
taken over their traditional tasks of making 
butter and cheese for the urban consumer. 
They are not even aware that they are con¬ 
tributors to a development miracle that is 
assuming the size of a national movement 
[Indian Council of Social Science Research, 
quoted in Alvares 198S: 37-38]. 

This sounds all too familiar after recall¬ 
ing a vi.sit that we made with the village 
women of Shankpur to the main dairy in 
their district town of Alwar. While we all 
went crowded in a tractor trolley, saw no 
uniformed workers, or a/c auditorium, there 
was a definite sense of alienation from the 
products that spewed forth from machines 
about which they had no knowledge, let 
alone control. Women's work was definitely 
transformed into men’s and machine’s tech¬ 
nical skill! 

What, concretely then, does this projec¬ 
tion of a dairy movement mean for women 
in village India? Initial answers to this ques¬ 
tion come from a critical analysis of the ef¬ 
forts in a single Rajasthani village to increase 
procurement of milk by the establishment 
of women’s co-operatives (o la Anand 
model) with the aid of IRDP subsidised 
loans for buffalo purchase. Attention is now 
turned to Shankpur village. 

WOMEN’S WORK and HEAI.TH IN 
Shankpur Village 

Shankpur villagers will tell you that the 
arid hills of eastern Rajasthan that surround 
their homes is a bukka mullak—a region of 
hunger. It is hunger which forces many of 
the poorest of the poor to migrate annually 
to the more fertile Punjab where they work 
as seasonal labourers harvesting cotton or 
rice. Sometimes, especially for those called 
Bhangis, untouchable, low-caste sweepers, 
the move begins to take on a permanent 
shape as they find employment, cleaning the 
streets in the small towns dotting the Pun¬ 
jab. The village itself is located on a sm^l 
arterial road, midway between- the district 
headquarters in Alvj^r city and the nearby 
tehsil town of Kishangardh Bas. Further up 
from that town, the road links with the na¬ 
tional highway running between Jaipur and 
Delhi. Shankpur was a four-hour-bus ride 
ftom Delhi, under the best of circumstances, 
covering some 90 miles. It is located in an 
overwhelmingly rural district that borders on 


the neighbouring state of Haryana and is in 
close proximity to the nearby state of 
Punjab. 

Almost half of the 1,800 inhabitants of 
Shankpur are Punjabi Jats—comprising 
both the original refugees who settled here 
after the partition of the subcontinent some 
forty years ago and their descendants.^ Jats 
are known to be a sturdy peasantry that span 
all across northern India from Punjab to 
Uttar Pradesh.’’ They are the agriculturists 
who have created the ‘green revolution’ in 
Punjab. The next largest group in the village 
are the untouchables who are 25 per cent of 
the population; these include Chamars and 
Bhangis, the latter representing only 5 per 
cent. The Ahirs, traditional cow herds, com¬ 
prise 14 per cent of the village today. They, 
like a small segment of the Punjabi Jats, live 
all together in a separate hamlet (dhani) near 
their fields. They own a proportionately 
larger amount of land than any other caste. 
Muslims represent 10 per cent of Shankpur. 
These include Mcos (some of whom live in 
their own dhani) and Fakirs. The three re¬ 
maining castes in the village are Kumhars 
(6 per cent, Banias 1 per cent), and Nai (two 
households out a total of 252). 

Shankpur represents a fairly ‘egalitarian 
village in terms of both status, landowner- 
ship, and wealth. The great disparities visible 
in other villages and parts of India are not 
readily apparent.* The rcasoas for this seem 
to be two-fold. On the one hand, the tradi¬ 
tional pattern of land concentration in place 
before 1947—where the ‘dominant’ caste and 
premier landholders were the Meos (many 
being extremely large landlords)—was 
broken by their large-scale migration to 
Pakistan and the reallocation of this land 
in small plots to Punjabi refugees. Land- 
ownership also became a reality for a 
number of Chamar families. On the other 
hand, the rather limited success of the green 
revolution, due to the scarcity of water here, 
has retarded the acquisition and alienation 
of land that has become a hallmark of 
areas of highly capitalised agriculture 
[cp Sharma 1984). 

The traumatic events of the partition and 
its associated mass upheavals of population 
may account for the less marked appearance 
of other signs of caste differentiation and 
status. ’For example, there is none of the 
deferential behaviour between Punjabis, 
Ahirs, and Meos on the one hand, and 
Chamars, on the other. Both can sit on the 
charpoy (string cot) equally; sometimes the 
untouchable Chamar even sits on the head- 
side. And although openly commensal 
behaviour is disavowed 1^ the higher castes, 
it was acknowledged that Chamars and Pun¬ 
jabis could and would eat together. They 
most certainly drank together. The local 
Meos and, especially, Ahirs expressed a 
greater reluctance to intermingle with the 
Chamars and often spoke disparagingly of 
the Punjabi propensity to do so. Chamars 
also '(ive physically scattered throughout the 
mairi village settlement and this can be 


traced to their occupation of homes left by 
those Meos who migrated to Pakistan. The 
only places they do not live are in the three 
separate dhanis of the Ahirs, some Punjabis, 
and a related group of Meos. 

This is not to say that no traditional 
marks of caste status are present. All 
acknowledge the Punjabi Jats to be domi¬ 
nant—if not in terms of wealth determined 
by landownership then—in terms of educa¬ 
tion, salaried positions outside the village, 
power and leadership within the village, and 
general sophistication and advancement. . 
Despite integration ol the village (but not 
the dhani) wells, since the coming of the 
Punjabis, Bhangis can still lake water from 
only one well. This belongs to some 
Chamars and is utilised as well by a few 
Kumhars and ourselves when resident. The 
Bhangis have to lower their buckets from a 
separate level. While the lines are .sometimes 
blurred between the Chamars and other 
castes, this is definitely not the case with the 
Bhangis. They all live together, 15 house¬ 
holds crowded into a small area, housing 
their chickens, pigs, goats, and .sheep as well. 
Nobody acknowledged any sort of extensive 
interaction with them. 

The coming of the Punjabis affected all 
aspects of the life of local people. One of 
the most important—that has relevance for 
the dairy schemes being promoted today— 
was the constriction of the numbers of milch 
animals and grazing land available. Tradi¬ 
tionally, the Ahirs, as well as other castes, 
used to keep a lot of cattle. As most of the 
village land was considered banjar, 
wasteland suitable only for grazing, it could 
support large numbers of animals. Irrigated 
plots were confined to only the small areas 
around the wells and agriculture was not 
much pursued because of the scarcity of 
water. Crazing land soon disappeared, how¬ 
ever, as did the numbers of cattle previous¬ 
ly supported by it with the allotment of land 
to the Punjabi refugees and the extension of 
irrigation facilities.’ Government promo¬ 
tion of higher milk-yielding buffaloes com¬ 
bined with the introduction of selling milk 
on a large-scale further depleted the village 
cattle stock. \bt even today, Rajasthan has 
largest number of milch animals, especially 
cows.'° During the great annual droughts 
of 1984 to 1987 (and especially during the 
latter two), it was not unusual to see the 
main highways plugged with herds ’ of 
cattle—hundreds at a time—migrating to the 
Punjab and Haryana in search of grazing 
land after crops there are harvested. 

One of the most striking things about a 
village in Rajasthan is the intensity and dura¬ 
tion of women’s work. A walk down the 
main street of Shankpur, at perhaps any time 
of the year but when musta^ and wheat are 
being harvested in April-May, reveals a 
number of men playing cards in small 
groups. At any time of the year (except the 
two summer months)—between the hours of 
8 am to 4 pm—few women wilt be seen; it 
will definitely be difficult to meet a woman 
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or teenage girl who comes from a nuclear 
family. Girls are disproportionately kept 
from attending school. It is not uncommon 
to see little ones of even 6 to 8 years assum¬ 
ing all the household and nurturing tasks 
while their mothers work in the fields. 

Women will be in the fields where they go 
twice a day to cut, collect, and then carry 
the huge headloads of fodder to the home 
where the animals (buffaloes or cows) are 
kept tethered in the courtyard or just adja¬ 
cent. Twice a day they will feed and milk the 
animals, also attending to cleaning the shed 
or area where they arc tied and collecting the 
dung to make into feui cakes. During the 
three winter months they will have made 
numerous six-hour long ti ips to the hills near 
the village to collect firewood, the main 
source of fuel. They will be at the wells 
bathing and washing their children, animals, 
and clothes. Twice a day, they wilt need to 
balance ceramic pots on their heads to carry 
water from the well to the home for drink¬ 
ing, cooking, and cleaning. If they are poor 
Meo, Punjabi, and Chamar women, they 
also will be working in someone’s fields as 
mazdoors, earning six to seven rupees a day. 
If they own land, they will be labouring in 
their fields at sowing, reaping, and irrigating 
times. 

Here in Rajasthan, women do all the work 
that men do (except ploughing)," and men 
do none of what is considered women’s 
work. And so it is not surpri.sing that among 
the elderly Punjabi women, all uniformly 
bemoaned the fate that had brought them 
to the hukka muUak of Rajasthan. In their 
pre-partition home in western Punjab, 
women did little work outside the home 
other than harvest the cotton crop. But there 
was no way their families could have surviv¬ 
ed those early years in Shankpur if women 
did not do all this work; there is no way a 
family can survive today without the work 
of its women. Both Punjabi men and women 
say that when they first came, they saw ail 
the work that the local females were doing 
and they followed suit. 

It will not be surprising to learn, then, that 
overwork and lack of adequate nutrition are 
the two root causes for the majority of 
women’s ailments. What are some of the 
daily maladies which strike them? Fever, 
headaches, upset stomachs, diarrhoea, ex¬ 
haustion, general body and specific muscle 
pain, burns, cuts, boils and other skin in¬ 
fections, irregular menstrual cycles, present 
a good starting list. Uncorrected weak 
eyesight and loss of teeth take their toll quite 
early in a women’s life as does the excessive 
bleeding, pain, and general weakness actual¬ 
ly occurring or imagined by those who 
undergo a tubal ligation for the prevention 
of further pregnancies. ‘Home-remedy’ 
abortions, even more so than medical ones, 
carry tremendous risks for the women. 
Severe bleeding, complications—even 
death—and lasting weakness and ill-health 
from multiple pregnancies is a reality for all 
Shankpur females. Adequate rest and nutri¬ 


tional care for the mother and child is not 
easily available.and delivery occurs at home 
under unsanitary conditions, with only a 
midwife in attendance. Insufficient breast 
milk is also a frequent complaint and cause 
of great worry. Beyond this is the whole area 
of serious illness that occurs; tuberculosis, 
cancer, malaria, typhoid, and rheumatic 
fever. 

The distribution of good health in 
Shankpur, as elsewhere in India (see 
^rbrigg 1984], has a definite class bias. The 
poorest women are the most overworked. 
Untouchable Chamar and Bhangi women 
often labour under the triple burden of 
home/child care, mazdoori (wage labour in 
the fields), and animal care (if they have 
any). Landless women of other castes (ex¬ 
cept the Bania-mcrchants) are in the same 
bind. Overworked and already weakened by 
numerous pregnancies, these women have 
the poorest diets. Most commonly there is 
a morning ‘meal’ of dry rott (i e, without 
ghee, clarified butter) and perhaps some len¬ 
tils, preceded by a cup of tea. The evening 
meal consists basically of roti ot rice, more 
dal or a seasonal vegetable. Hunger in- 
between-meals is quenched by consuming 
leftover roti. With an already low caloric 
diet, these women also had the least access 
to medical care. There are three 'doctors’'* 
who have medical stores in the village where 
they sit and daily dispense their pills and in¬ 
jections. Such medical care is not cheap—a 
few pills can cost two to five rupees and an 
injection five to ten. A female labourer earns 
six rupees for a full day’s work. It is 
understandable that the women wait for a 
long time before going to the doctor. Often 
the case progresses until it is beyond the 
capacity of the village doctors and she must 
be taken to a government hospital in a near¬ 
by bazaar-village, an hour’s walk away." 

In assessing the health of rural Indian 
women, attention must also be paid—as it 
hardly ever is—to their mental health. 
Headaches (and even body pains) are a good 
indication of the frequency of stress [though 
other causes are, of course, acknowledged]. 
Women are worried about so many things— 
daily family survival; would their husbands 
or sons find work, would the crops do well 
(and all the myriad worries dealing with 
assuring an adequate crop and harvest); 
when would the aka! (drought of the last 
three years) end, how will arrangements for 
a son’s or daughter’s marciage be made, how 
would the expenses be met? Some unfor¬ 
tunates live under daily tyrannies—their 
husbands are drunkards'^ and/or abuse 
them. Liaisons, dalliances, and even ‘mar¬ 
riages’ with other women are not unknown. 
Most women suffering from this sort of 
mental stress appear to draw upon an enor¬ 
mous reservoir, of inner strength to cope 
which often, but not always, included the 
support of other women and family mem¬ 
bers. Suicide was a rare ending. Much more 
common was the verbal expressions of the 
women, “I would die]’ or “let God take me 


now!’ It is within this situation of life, work, 
and general well-being (or lack of it) that 
representatives of the Rajasthan state dairy 
at Alwar came to the village to discuss the 
joint-project of providing loans for buffalo- 
purchase to poor women and encouraging 
them to establish their own dairy co¬ 
operative. 

TwELVt Days oi Dairy Camp 

From the end of December through the 
beginning of January 1987, a dairy ‘camp’ 
wa.s held in Shankpur for a group of eigh¬ 
teen women.'* Chosen on the basis on 
poverty, according to the criteria of the 
government IRDP development pro¬ 
gramme,'* these women were to attend a 
twelve-day training session in the village 
from c 12-4 p m every day and receive six 
rupees for their time. Those of the group 
who pass the subsequent investigation of 
their income level are then eligible to receive 
a loan-cum-subsidy of 2,500 rupees for the 
purchase of a buffalo in their name. One- 
half of this amount was a tree gram for han- 
jans and one-third for the others. The re¬ 
mainder was to be repaid at interest of 5 per 
cent per annum within two to five years. Pro¬ 
vision of the loan was just one of a number 
of development schemes coming out of the 
IRDP. In this particular case it merged with 
the Rajasthan government’s Operation 
Flood programme that sought to displace 
the village traditional milk procurers ( 
dudhwallahs) with a women’s co-operative 
that would sell milk directly to the Alwar 
dairy. 

Although a co-operative has already been 
in existence in the village for the past fif¬ 
teen years, its success is less than admirable. 
The secretary gave a rough estimate of the 
amount of milk collected from the villagers: 
as low as eight or nine kilos in summer to 
c 90 kg during the winter months. Perhaps 
as many as forty villagers in the peak winter 
season, as few as eight or nine in the dry 
summer months, sell their milk to the co¬ 
operative. Many more still find it useful to 
sell to the cycle dudhwaliah: they may pay. 
a little less, but payment is on time, they 
often advance it, and they come to your 
door. As George perceptively notes, “as 
women having their hands and their time full 
with housework, childcare, buffalo tending 
and agriculture labour^’ the convenience of 
not having to go to the co-opierative and wait 
to deposit your small amount of milk is im¬ 
measurable [George 1985: 214]. The 
Shankpur dairy co-operative had been 
fraught with mismanagement and misuse of 
funds. The previous secretary was an acknow¬ 
ledged thief of its msnies. Women also ac¬ 
cused the present incumbent of many irregu¬ 
larities (not measuring the butter fat con¬ 
tent correctly, not entering the correct 
amount of milk in the account books, re¬ 
taining the SO grams of milk taken to test 
the fat from each member, eating up the 
money that accrues as daily profit to the co- 
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operative, and never paying the members a 
bonus). 

Why then start a women’s co-operative 
when one already exists in the village? Why 
give loans speciHcally to women? During the 
twelve days of the dairy camp, a number of 
answers to these questions emerged. Many 
more were never forthcoming. To a great ex¬ 
tent this was because the camp officials were 
all male, all from the urban area (or at least 
settled there), and conducted the camp in 
such a manner that their status as govern¬ 
ment officials and men was reinforced 
throughout the period. The most obvious 
reproduction of these social relations was in 
the spatial organisation of each meeting 
The men always sat on chairs or on a cot 
in the shade, often with a table nearby. They 
were presented water or lassi (buttermilk) to 
drink. The women all sat in the sun on a 
durri (cotton rug). They had to get water for 
themselves from a nereby well, sharing a 
single bucket and glass between them— 
something they would not do outside of the 
camp because of caste restrictions. While a 
few of the officials spoke in a patronising 
manner that often revealed ignorance of the 
women’s actual situation, most of them were 
polite and encouraging. Only one appeared 
disinterested and gave a technical and incom¬ 
prehensible presentation. On the other hand, 
there was another official whom all the 
women highly appreciated and from whom 
the most was learned. He attempted to speak 
in Punjabi which they greatly enjoyed. Of 
the four hours a day spent in the training, 
at least two to two-and-a-half (and some¬ 
times longer) passed in waiting for the of^ 
ficials to come: for two days, nobody came 
at all. During that free time the women talk¬ 
ed together, sometimes sang, had a smoke, 
went to the toilet, and brought drinking 
water. Their most spirited exchanges occur¬ 
red when trading tales about drinking in the 
village and the toll it takes on ecnomic and 
physical abuse within the tamily. The women 
lamented their collective inability (and in¬ 
deed, even the men’s) to control this. For the 
first three days they sat with their faces 
covered and would rarely speak up. After 
receiving encouragement from the officials, 
ourselves—also by our questioning—and 
each other, they became more open and 
verbal. 

Several of the more articulate took com¬ 
manding and persistent leads in later di.scus- 
sions. The women became annoyed and 
angry on a number of occasions as well. This 
was especially during discussions on the pro¬ 
blems of the current co-operative, the 
repeated inability of the officials to di-scuss 
the terms of the loan, ’’ and the lack of ap¬ 
preciation for the extent of the women’s 
knowledge and work. None of the dairy 
team were able to explain the terms of loan 
repayment until the end of the camp and 
could not fully appreciate that this was the 
primary concern of the women. One Pun¬ 
jabi woman also asked why, when both were 
equally poor, harijans received half the loan 
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as a grant and the others only one-third. An 
official was able to respond that they ex¬ 
perience special difficulties as a depressed 
group and therefore need extra aid. A par¬ 
ticularly sharp exchange took place over the 
alleged free medicines available to co¬ 
operative members. A member of the cur¬ 
rent dairy co-operative recounted that she 
had to spend 50 rupees in the market when 
the doctor prescribed some medicine. How 
can it be free then? The reply was that it is 
not always possible for medicines to be 
available and if they are not, they must be 
purchased outside. 

A frequent .sore point in the training was 
the matter of non-payment for the milk 
alicady delivered. Some four weeks had gone 
by with no word when they would receive 
the money. When one woman tried to im¬ 
press on the officers the suffering this cau.sed 
them, he replied, “1 have not been paid 
either!” Another example of these exchanges 
occurred when one ofricial said that women 
co-operative members would also be eligible 
for other IRDP schemes for their ‘uplilt— 
e g, learning how lo make soap and en¬ 
velopes. A woman replied, ‘‘what do we need 
to learn this for? Do you think we have 
nothing to do and free time!” Our particular 
comment to the official on this point was, 
“Why teach these women without a free mo¬ 
ment? What about giving some employment 
to all the young village boys with 10 plus 
schooling who arc unemployed, roaming the 
village, and doing nothing at home?” This 
question also went unanswered. Insofar as 
this employment—and, indeed, the dairy 
scheme itself—does nothing to change the 
existing division of labour and stereotypes 
of women it docs noi appear to be able to 
change their status, leaching women how to 
make soap or envelopes is an extension of 
piecework to the home and .serves to ‘in¬ 
tegrate’ them as cheap labour in the infor¬ 
mal secior. It does not really provide special 
training and bring them into the workforce. 

Other significant areas in which the of¬ 
ficials revealed their ignorance related to the 
fodder crisis, the prevalence of liquor in the 
village, and the extent of local poverty. Even 
those with land in Shankpur were experien¬ 
cing a severe shortage of fodder, not to speak 
of the landless or those with minuscule 
holdings. Three years of drought and negligi¬ 
ble harvests had severely reduced the amount 
of available dried and green fodder. Tower¬ 
ing camel-cart loads o'.' dried fodder from 
the neighbouring states of Haryana and 
Punjab were a frequent sight in the village 
and many were forced to buy; the price for 
a maund (80 kg) of hhusa varied from 20 
to 40 rupees according to the season. 
Augmented by other teed, this would last ap¬ 
proximately a week. The dairy officials were 
shocked to learn of .he extent of the fodder 
shortage in the district.*" The officials 
again expressed surprise when the women 
mentioned that men often misuse money in 
the purchase of drink—and that drink was 
the number one problem in the village. In 


fact, they did not even know any such pro¬ 
blem existed there. Not only does this, repre¬ 
sent a tremendous cost for the poor (a bot¬ 
tle of illegal home-brew is as much as a 
woman’s daily wage and social drinking is 
done by bottles), but control of income by 
women has to come face to face with the 
demands made by their husbands. Finally, 
in stating that there was no excuse *'or any 
children in the village to remaiii illiterate and 
that there were no ‘costs’ involved in sending 
them to the free village school, the officials 
again revealed their ignorance of the 
material conditions of the poor. While no 
uniform costs are involved (which was true 
for the younger children), there remains the 
need for proper clothes if others arc not to 
lidicule them, the school ‘fees’ that are col¬ 
lected, and books and supplies to purchase. 
Perhaps the biggest cost to the poor, how¬ 
ever, and the one that they truly cannot bear, 
is the loss of labour and potential income 
when children attend school. This is most 
true for little girls who become mother- 
substitutes in child and home care while their 
own mothers tend to work in the fields or 
are too exhausted to manage all the home¬ 
work. l-'uriher. there is the prejudice against 
investing in any (or much) education for girls 
who leave their homes after marriage. 
Universally, Bhangi boys began to earn in¬ 
come as shepherds at a young age. The of¬ 
ficials showed, with their pat answers and 
patronising tone, that they were interested 
primarily in making promises so as to gc( 
the women to give milk to the dairy. 

Underscoring the stereotype of the women 
as tineducated and ignorant were the daily 
repetitions of the same points: the history 
of the Amul co-operative at Anand in Kaira 
district and the spread of the Anand-model, 
the exceptional benefits of having a co¬ 
operative, the necessary feeding and care of 
the buffalo and its young and all the various 
inputs that must be purchased to ensure a 
nutritious diet for the animals, the free 
medical care available, the need for artificial 
insemination, and the importance of giving 
milk to the co-operative. They often asked 
the women whether they understood what 
was being said and asked them to repeat the 
information. The entire twelve day training 
sessiem could have been presented in two to 
three hours. On one occasion, a long digres¬ 
sion on the benefits of letting the calf suckle 
first in milking as the later milk is richer in 
butter fat prompted the women to comment 
on why they were being taught what they 
already knew. In private discussion among 
them.sclves, they often wondered whether 
even now they were being cheated; someone 
had heard that women elsewhere were receiv¬ 
ing ten rupees a day and the promise of a 
.■),000 rupee loan. Aqpther point of distrust 
was the pressure that the village panchayat 
(council) secretary allegedly put on one of 
the Meo women to undergo sterilisation— 
or get her sister to agree to do so—if she 
wanted to receive the loan. The secretary had 
been absolutely desperate during this period; 
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he was under pressure to reach certain family 
planning targets in the village, but his prior 
spwtacular successes had Ictt few takers. 
This particular woman’s husband was one 
of the few Meos to have an operation. She 
said, if he "wants a case, why doesn’t he go 
and speak to my sister himself:' 

MoRt Work i or Mot ittR 

A number of policy statements relating 
to the intent of Operation Flood and the 
establishment of women’s co-operatives 
emerged during the twelve days of the camp. 

(1) The chid aim ol the co-opcralivc 
movement is to incicase the piocuicment of 
milk and the inaniilactuieot milk products 
for urban centres. 

(2) An allied aim is to keep the cities free 
of animals and to locate onlv the dairy pio- 
cessing centres in the city. As one olficial 
said, “we don’t svani to make the cities dirty 
and full ol diseases." 

(3) Experience has shown that milk co¬ 
operatives in the hands of men are not suc¬ 
cessful. Men olten misuse the money lecciv- 
ed as loans. They do not lepas the loan, 
deliver milk to the co-operatives, lun them 
activelv so that membership mcieases, and 
pioducc much piolit They engage in “too 
much politics”. Because of this experience 
the government has decided that those who 
care for the animals should also have the 
loans in their hands and become the 
members. In this manner, problems would 
be alleviated and the co-operatives would 
flourish. Further, women are more honest 
and will repay their,loans. 

(4) Women will benefit in their personal 
lives since the co-operative will help to raise 
their status and assist in making them 
independent. 

An analysis of these overt and other 
statements of the dairy officials within the 
context of the conditions of existence for the 
women in the camp calls attention to a 
numbci of problems inherent in the imple¬ 
mentation of Operation Flood on the local- 
level. Several of these have already been em¬ 
phasised. Foi example, the problem is ob¬ 
viously not Ignorance regarding good animal 
hu.sbandrv, but an inability to obtain ade¬ 
quate fodder and a lack of resources to pur¬ 
chase rtecessary feed and medicines. This 
represents the contradiction between a tradi¬ 
tional dairy system geared toward subsis¬ 
tence and provision ol important nutrients 
and a modern one geared to production and 
sale. Previously, m .Shankpur, milk was rarely 
soli] to outsiders. The surplus was marketed 
as ghee and this permitted retention of a 
large pan of lactic nutrition in the form of 
the byproduct, buttermilk (/uvs/), generously 
distributed to the poor. Those who now sell 
their milk relinquish these nutrients as co¬ 
operatives deal in fluid milk, not ghee. The 
decline of this critical part of the village diet 
is regrettable. While the dairy officials did 
tell the women that they can keep the milk 
they need at home—selling the re.'.t—the 
reality does not translate into better nutri¬ 


tion. All data indicate that throughout the 
country milk consumption is decreasing in 
the rural areas; expenditure on milk and milk 
products in all classes up to those spending 
Ks S3 per capita per month has gone down 
in rural and urban areas [Alvares 1985; 
28].'’' 

Why does this come about? How can 
more mean less? First, the buffaloes give 
perhaps three to five kilos at the morning 
milking.^" Part of the milk is kept back for 
tea during the day and, in more affluent 
homes, to drink at night. Even if some milk 
IS retained to make ghee, the amount of but¬ 
termilk produced would be just enough for 
lamily consumption and certainly not suf¬ 
ficient for distribution to others. A real con¬ 
cern fot the diet of the poor (one of Opera¬ 
tion Flood’s objectives) would focus on their 
need for cereals and pulses. But ironically, 
the increasing urban demand for milk and 
milk products leads to the diversion of 
agricultural resources from tood crops to 
foddei crops. Those with land and animals 
must make piovision (or green fodder. Trans¬ 
forming dairying in this way ignores that 
those who produce may not be able to buy 
and those who buy may not necessarily be 
those in need. In effect, milk is rapidly being 
transformed into a luxury food and, in the 
priorities of the di.stribution of luxuries, 
poor women are at the bottom of the list 
What exactly arc the benefits of the sale of 
milk? Where does the money earned get 
spent? It certainly does not get spent on the 
women who worked so hard to produce it. 
It may go into general everyday needs loi 
the family—in terms of food, clothing, etc. 
It may contribute towards educating a son 
and, most important, it may aid in providing 
their children’s necessary marriage expenses. 

Problems remain even after those of nutri¬ 
tion and income disposition. lake the ques¬ 
tion ol providing adequate fodder f'.)i the 
animals A key point reiterated ovei anef over 
111 the daily camp was the importance of 
good feed for healthy buffaloes who would 
produce more milk. But communal grazing 
lands have long since disappeared from the 
village. The forests and land along the main 
load are off-limits. Since the construction 
of a paved road into the village, that grassy 
area has also disappeared. Increasing 
mechanisation of agriculture will accentuate 
this situation. It is harvesting by hand that 
provides crop residues. The situation in 
Shankpur is similar to that in Kaira district 
where poor women have a total dependence 
on foraging, the ’kindness' of their 
employers, and pilferage |Chcn ct al, 1986; 
29; sec also page 80 for estimates of expenses 
incuried in obtaining fodder]. Occasionally 
they have to scrape up the money to purchase 
it. In the rainy season and after the harvest 
(when there is no drought), fodder may be 
relatively more available. Leaves are gathered 
during the winter. One of the saddest pic¬ 
tures IS that of—usually—little girls going 
along the dry field channels with pieces of 
discarded sara slung around their shoulders. 


bending over to pull up blades of grass, one 
by one. Unfortunately, (he imported stra¬ 
tegies and ‘minikits’ for dairy production do 
not contain land and without this commodi- i 
ty are not of much benefit. Even marginal 
farmers cannot afford to divert any part of 
their present holding from the already in¬ 
sufficient production of food. The attempt 
to cultivate green fodder. 6n unirrigated land 
in .Shankpur, where .staple crops have burn¬ 
ed up, is futile. The dairy camp women 
would certainly have concurred with the view 
that constructing splendid dairies to process 
and distribute the expected flood of milk, 
without giving sufficient thought to the 
animal feed required, amounts to building 
“dairies in the air" [George 1985; 77], 

Poor women with buffaloes spend ap¬ 
proximately 3.5 to 4.5 hours daily in milk 
production related work. Their first tasks 
upon waking are to clean the animal shed 
pr area, collect the dung, and feed, water, 
and milk the animal. These activities take 
about one-and-a half hours. I.ater in the 
morning, she will go to the fields for the first 
of two trips to collect fodder. She will often 
be one of the two people required to cut the 
fodder. Both of these activities take another 
two hours. Then there remains bathing and 
watering the buffalo at the village well in the 
late afternoon, preparing the evening feed, 
and milking. This is another hour's work. 
Studies show that membership in dairy co¬ 
operatives also requires greater inputs of 
time and labour from women in landless 
households in addition to their household 
work and gruelling but low-paid agricultural 
labour One wonders where these poor 
women will find the time to keep up with 
this additional strain, unaccompanied as it 
will be by any nuiiitionai improvement [see 
George 1985; 257). 

Projecting into the future, if the co¬ 
operative grows successfully in Shankpur, it 
IS 10 be expected that the drudgery of fuel 
colla'tion by the poorest women will increa.se 
as crop residues—utilised by the landowners 
for dry fodder—will no longer be as freely 
available as domestic fuel. The erosion of 
agricultural labourers’ traditional right to 
fodder collection and these residues from the 
patron's land exemplifies the wider currents 
ol the backwash effect[studies by Sambrani 
1980 and Sviaram 1978, discussed in Geoige 
1985; 152). The camp dairy officials were 
certainly not calculating labour costs into 
the equation when they spoke about the pro¬ 
fitability of taking a buffalo-loan for milk 
production. The scheme could only make 
sense if it is assumed labour costs are nil. 
The average net income to the women, com¬ 
bined with all the costs and risks involved, 
will (hopefully) be just enough to repay the 
bank loan. The risks involved in becoming 
entrepreneurs may well be beyond the abili¬ 
ties of these women; there is the possibility 
of a sick or dead animal, inability to get 
fodder, and one wonders what would hap¬ 
pen it the Alwar dairy should stop buying 
milk when it oversteps its capacity in the 
flush -season. 
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Conclusion 

The varying threads of this paper, based 
on field work experiences among the women 
of Shankpur and the dairy programme 
brought to the village, now come together 
in describing how women’s development, 
work, and health will be affected. Conclu¬ 
sions specific to a single village pm llcsh and 
blood on to those reached in more generalis¬ 
ed studies. Five major areas relate to fl) class 
and gender biases in the dairy policy, (2) 
nutritional apartheid, (3) effects on food 
crop production, (4) the creation of mote 
work, not more jobs, and (5) replication ot 
the inequalittes inherent tn the greeti 
revolution. 

A main aim of the spread ot women’s co¬ 
operatives in Operation I'lood is the piovi- 
sion of employment, income, and increased 
status for rural women. Operation Flood 
claims to deliver large-scale voluntary in¬ 
come distribution without conflict or con¬ 
frontation and, by implication, restructui- 
ing of society. It was to avoid the inetpialiiies 
of the green res'olution. The problems fac¬ 
ing poor women in Shankpur, however, show 
that they cannot compete on an equal basis 
with more aflluem, households The inputs 
required for modern daiivmg present a built- 
in scale bias for the larger farmei. Tlie white 
revolution unavoidably imitates its green 
predecessor in the use of high cost, high risk, 
productive technology George’s liaish 
assessment of the programme is conlirmed' 
“the white revolution iiirns out on scrutiny 
to be a whitewash of a revolution in a con¬ 
text where white appears to be a deepci 
shade of green” 11985; 152]. ('oiignicnt with 
this class bias is one bused on gendei. 
Women have been and arc to conlimic to be 
integrated into dairy development along lines 
that reinforce the current division of labour 
and status hierarchy within society. Females 
are to continue to do what they have always 
done in the labour-intensive care of animals. 
A gender-based ‘internal colonialism’ is 
maintained; the functioning and capital ac¬ 
cumulation of the modern dairy system 
represented by the malc-eoiitrolled process¬ 
ing and marketing centres in the city depend 
upon the cheap labour-intensive woik of 
females operating in the rural sector. 

Nutritional apartheid refers to the tael 
that neither the rural areas in general, nor 
women specifically, are likely to benefit from 
increased milk production in terms of con¬ 
sumption. The benefit of wholesome milk, 
in stable supply and ‘reasonable’ (for 
whom?) prices, is geared to urban areas. As 
George asks, does that condemn villagers to 
an unstable supply of unwholesome milk at 
unreasonable prices |1985: 286]? How else 
does one justify a policy which appears to 
satisfy only the demands of the elite, over¬ 
riding the need of the fifty per cent of the 
population below government-defined 
poverty levels to increase energy through ac¬ 
cess to a well-balanced diet? Food energy 
and a well-balanced diet are more cheaply 
obtained by augmenting the supply of 


cereals and other grains. The converse side 
of nutritional apartheid refers to gender dif¬ 
ferentiation in food access. Women arc the 
last to benefit from any increase in family 
consumption. Improvement of their health 
’and nutritional status will require a lesirue- 
luring of the family power hiciarchy and 
associated gender lolc.s. 

Transforming the traditional dairy sysicm 
lo attain western levels of production will 
have an adverse effect on the availability of 
staple crops as inputs and land arc diveited 
foi green loddcr. bqually, it will advcrsclv 
, affect pool women who will no longei have 
access to then patron’s giccn foddei and 
crop losulues foi their own animals and fuel 
ii.se. On a larger scale, the locus on cto.ss- 
biecding exotic high milch strains (whicli ihc 
AIvvar officials were al.so promotmgl with 
the cow—a provider of draught hulloeks 
lather than milk—will negatively atfeci the 
work potcniial of native cattle and ultimate¬ 
ly food production The country's scll- 
snlTiciency is also eroded as imported dairy 
coniniodilies ate required lo fuel the while 
lesohilion [sec also George 1985. 276|. 

The csiablislimcnl of women’s daiiy co 
operatives does not make any drastic change 
111 ilie produclii'ii process involved in milk, 
but raiiier piomotes circulation and mat ket- 
ing ot milk as a commodity. Hence, ii can 
not really claim to create jobs involved in 
the piodiiction ot milk it mciely collects 
[Cieorpe 1985 78). A close look at female 
patticipation in daiiying in Shankpui 
discloses that the proposed .stheme cicates 
more work, but m-- .note jobs. The burden 
of siiess under which poor w'omcn aheady 
live also augmenied Advied to all then other 
vvonies will be llic respcn .ihihly of canving 
loi the buffalo and lepaying the loan, ihe 
fear of a bank hen on anv oi ihcii assets in 
case of loan default appeals in weigh more 
heavily on the minds of women than men. 
Women’s greater concern and inlegiilv about 
loan repayment was foremosi on the mind 
of daily officials who claimed that “women 
are more honest than men”. One more wotiy 
added to cause a sleepless night.-' A finthei 
source of potential stress lot women, should 
the co-operative and their in-olvemeiit 
become a reality, is the opposition they will 
face from men; the greater ihcir attempted 
involvement, the greater the obstacles that 
will arise (see also t hen 1986: 8811). 

Hints of such opposition occurred during 
the dairy camp itself. Several men in the 
village commented to the women about ac¬ 
ting in an unbecoming manner by attending 
the camp or about getting ”big heads”. 
Others looked askance- especially the first 
few days—when we all matched boldly down 
the main street, chatting excitedly. The 
women felt proud to be in the training; for 
most It was the only sort of schooling they 
had ever had. Others made comments to (he 
husbands about their wives sitting in the 
camp. When we were to make the trip to 
Alwar and visit the dairy, the question was 
raised whether we could go alone without 


any'man from the village (although the 
village co-operative secretary was also to be 
there)- '* It is certainly not being paranoid 
to anticipate tremendous opposition should 
the women really try to implement the goals 
oi organising and running a co-operative 
and attempting to achieve independence 
fiotn then husbands. The women under¬ 
stand the unrealistic promises and premises 
inheieni in the scheme, which the officials 
chose to Ignore. 

This biiiigs up the final point—the repro- 
duciion of Anand’s and the National Dairy 
Development Board’s patronising and pater¬ 
nalistic attitude to the producer. The 
women’s main concerns were never address¬ 
ed in the dairy camp. In return for searching 
questions they were given promi.ses and a 
soft-sell. The dairy officials operated under 
the assumption that low productivity was 
due to lack ot education and training, rather 
than a paucity of land and other inputs. 
Along with the class and gender biases 
discussed above, Oprratipn Flood also per¬ 
petuates the idea that basic shortages and 
poverty can be eliminated by loan-eum- 
subsidy programmes without effecting some 
basic structural changes in society. Milk co¬ 
operatives, m this respect, appear doomed 
to the same fate as Ihe sugar co-operatives, 
(Mulsoii 1984). It is difficult lo avoid con¬ 
cluding. along with critics of dairy develop¬ 
ment policies III India, that success will re¬ 
main ephemeral for this island of develop¬ 
ment surrounded a .sea of inequality in land¬ 
holding, hierarchical gender roles and 
massive ecological crises, 

INolcs 

[1 his IS a revision of a paper presented at the 
liilernaiional C onfeicncc on ‘Women, Develop- 
niciii, and IleaUh', Women in Development 
Programme, University of Michigan, East 
L.ansmg, October 21-23, 1988.] 

1 The name of the village is changed to 
lespcci the privacy of those who shared the 
iiiiiinacY ot ihcir lives with us. We lived in 
Shankpur from October 1986-May 1987. 
The reseat ch was supported by a Smithso¬ 
nian Senioi Foreign-Currency Award to 
M Shai ma as well as by numerous others 
m India. Special thanks goes to Myra Lee 
lor hei help and jiatience in transcribing the 
notes. 

2 Tile Integrated Rural Development Pro- 
giamme (IRDP) is the latest to assume the 
mantle of the old ‘community development’ 
type of rural uplift schemes that come 
through the Block Development Offices in 
the countryside. Thc.se include a myriad of 
programmes for the poor—from subsi¬ 
dies/loans for income-generating activities 
and house constrHgiion to occupational 
training programmes. 

3 See Alvares, Chen et al, George, Indian Em¬ 
bassy, Jain, and the debate in this journal 
tor varying assessments. 

4 Perhaps no scholarly study has had so much 
influence in this area as Ester Boserup’s 
classic H'omen in Agricullunl Development 
(1970). 
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5 Chen et a!', write that the National Dairy 
Development Board/Anand pattern is ap¬ 
propriate for the landless and land pooi 
because dairy is women’s work and the pio 
ducts and income from it can be comrolled 
by them 119R6: Ij. 

6 It is estimated that over 50.000 Punjabi hits 
settled in Alwar atici the partition of the 
sub-coniment in 1947. The niaiorits caiiic 
from Multan disinci, home ot the cslensise 
canal sy.slcm nl imitation this and the 
subsequent general inlormaiion on the 
village and women's work is troin .Shariua 
and Vanjani I9K7. 

7 While the teirn Jal refers to a caste it is also 
freely used in the Punjab to iiitliide all those 
whose profession is ainiculluie 

R Fieldwork in this village piovidcs a good 
conliast with picvious esperiences in castei ii 
HP (Ranar,is district) wlicie iiict|ualities ol 
material and social status continue to be 
stalk (sec Shainia 19K4| 

9 Colonial policies also “hit the bovine in the 
uddei" woiselling instead ol casing the 
glowing deficit in quantity and qualiiv ol 
animal teed ((icorge 19X5 279|. These in¬ 
clude. auctioning ot grasslands, extension 
ol aiea under cultivation, enclosiiie of 
loresls, and e.\porl ol concentrated Iced 

10 The best milking animals are round m ihc 
couniry’s descil regions even today. 

11 Iwo women and one young gii I ol Shank pm 
also hud to plough then liclds when there 
was no ‘adult’ male m the house (due to 
death oi imprisonment) 

12 These weie trained as medical aides h\ the 
Kajasihan government 

13 Sharma also soon became known as a 
dispenser of medicine in the village Tlio.se 
who came to hei were the poorest and most- 
Iv women. With a small arsenal ol aspitin, 
antibiotics, vaiious skin ointments, dress¬ 
ings. and dysenteiv pills (reliising to tieat 
anything serious as this was beyond hei 
capabilities) she was in a position to leant 
much about these luoblems. She also Icatli¬ 
ed much about what she could not ticat 

14 Diiiikmg was lat and away the numbei one 
social problem afflicting the village, it af- 
lecled all castes and all classes 

15 Seven Chamar women were chosen Thev 
laiiged lioin being landless to having only 
4.5 higAos of land. Clearly one exceeded the 
maximum ivci milted with a monthly income 
of Rs 1,3511 (stx.‘ note lf>). There were five 
Punjabi .Kits. Two were quite de.stiiiiie while 
one had six hinhas and a monthly inconic 
of Rs 600. I he panchayai secretary’s sister- 
in-law was also included. She had a one 
third .share ol then 30 higha farm. Ol the 
four Kumhar women, one had eight Atg/i«.s 

,of land and an income ot about Rs 1,400 
per month The remaining two women wcie 
Meo (with nine highas) and a landless 
Bhaurupia Mu.shni. 

16 The criteria for who meets the'IRDP povei- 
ly margin is determined by calculating the 
income from land, jobs, and anything else. 
The maximum is Rs 700 pei capita per an¬ 
num and a tothi family income of not mote 
than Rs 6.R()0 a year. 

17 Finally, on the eleventh day of the camp, 
a woman officer came from the bank. 

18 They also said even the district magistrate 


was unaware ot the extent of the problem. 

19 George, however, states that urban milk con- 
sumption i.s twice as high as in the rural 
areas. She finds milk "sucked out of the 
luial iHJOi” goes to the “affluent rural elite” 
11985- 4R|. 

20 I his IS a vciy rough estimate to illustiate 
the point; milk output vanes greatly. . 

21 One woman who had lost a buffalo soon 
attei to the dairy camp would not eat for 
two days and cued the whole time. 

22 One man was afraid that—as women are so 
Ignorant—they would be called one by one 
into a room on some pretext at the dairy, 
be steiilised, and come out loo afraid to say 
aiiything to the next one. 
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Does ‘Garibi Hatao" Work? 

Rohini Nayyar 

Intewntion and Poverty by V M Gumaste. R M Honavar, Kala Rangachari 
and K Seetharam; Institute for Financial Management and Research, Madras, 
1987; pp 354, Rs 200. 


THIS book analyses the anti-poverty pro¬ 
grammes of the government and their im¬ 
pact on the incomes of the rural poor. There 
are two major anti-poverty programmes, 
namely, the Integrated Rural Development 
Programme (IRDP) and the Wage Employ¬ 
ment Programme. The book under review 
concentrates on the IRDP but does discuss 
the National Rural Employment Programme 
(NREP) also. 

The IRDP was started in selected districts 
in 1978 but was launched as a centrally spon 
sored .scheme, countrywide in the Sixth Plan, 
with the primary objective of assisting rural 
families below the poverty line to take up 
self-employment ventures. It was felt that the 
small and marginal farmers, agricultural 
labourers, rural artisans and others whose 
income was below the defined poverty line 
n^ded help in acquiring either productive 
assets or appropriate skills and vocational 
opportunities which would generate enough 
income to enable them to rise above the 
poverty line. During the Sixth Plan 6(Xj rutal 
poor households per block per year were to 
be assisted under the IRDP. The selection 
of the beneficiaries was to be on the 
Antyodaya principle beginning with the 
poorest of the poor. The investment per 
household was to be in the form of one-third 
as subsidy and two-thirds as bank loans. For 
the purposes of selection, families with an 
annual income of Rs 3,500 or less were to 
be assisted. The level of assistance was based 
on an incremental capital-output ratio 
(ICOR) of 1.5. 

The present book contains detailed 
analysis of 1,859 selected IRDP beneficiaries 
residing in 17 blocks of five districts, three 
of which are in Maharashtra ard two in 
Thmil Nadu. The in-depth study is set 
against a background of the government 
strategy of rural development which has 
been briefly described above, and certain 
details of the IRDP programme both at a 
national level and its statewisc performance. 
However, the data relate to the years 1980-81 
and 1981-82. Some of the main findings of 
the study are as follows: 

(a) The extent of ineligible beneficiaries was as 
high as 60 per cent in Madurai district and 
only 17 per cent in North Arcot district in 
Ihmil Nadu. In Maharashtra the extent of 
mis-identification ranged from 20-30 per 
cent. 

(b) In both the states the indebtedness of the 
majority of IRDP beneficiaries had increas¬ 
ed on account of the borrowings and poor 
repayment. 

(c) While there had been an upward movement 
in the income levels of the poor, the 
numbers of those who had crossed the 
poverty line were small. 


(d) Majority of the beneficiaries were happy 
with the IRDP assistance, both in terms of. 
the quaiiliim of the assistance and with 
respect to acquisition of assets. 

(e) On the whole the results of the survey show¬ 
ed that the conditions of the poor 
beneficiaries had improved. 

(f) However, it was felt that the TRYSEM com¬ 
ponent of the IRDP, which consists of train¬ 
ing tor self-employment, was inadequate. 

There is a chapter thal analyses the NREP 
programme both at a macro level and at a 
micro level. However, the micro level evalua¬ 
tion IS confined only to the Bijapur district 
in Karnataka. On the whole, the analysis ol 
the NREP is rather limited. 

At the time that this IFMR study was first 
made available (which preceded it.s publica¬ 
tion as a book), three other major evalua¬ 
tion studies of the IRDP also emerged. First, 
by the Programme Evaluation Organisation 
of the Planning Commission which had a 
much larger coverage in terms of 16 states 
and 33 districts, though the total benefi¬ 
ciaries were only 2,640. Second, the National 
Rank for Agriculture and Rural Develop¬ 
ment (NABARD) studied 1,498 beneficiaries, 
again in 16 states. Third, the Re.scrve Bank 
of India study which had a much smaller 
sample of 730 households across the coun¬ 
try. The broad conclusions emerging from 
all the four major evaluation .studies pointed 
to the fact that while a significant increase 
in the income of the beneficiaries had been 
recorded, in real terms this increase would 
have been much smaller given the rate of in¬ 
flation. In any case, those crossing the pover¬ 
ty line were very insignificant. Several forms 
of leakages were identified including mis- 
identification of beneficiaries, mis-utili- 
sation of loans, liquidation of assets, ac¬ 
quisition of poor quality assets and at prices 
exceeding the market prices, etc Further¬ 
more there was lack of co-ordination bet¬ 
ween departments, absence of proper plan¬ 
ning, lack of infrastructure facilities and 
absence of appropriate linkages, all of which 
had led to structural and administrative 
weaknesses in the execution of the IRDP at 
the ground level. 

As a result of the shortcomings 
highlighted in the above study certain 
changes were introduced in the formulation 
or the IRDP during the Seventh Plan. The 
cut-off point for the identification of the 
poor was raised from Rs 3,S(X) per family 
per year to Rs 4,800. The poverty line was 
also revised upward to Rs 6,400. It was ex¬ 
pected that detailed household surveys 
would be conducted to identify the 'poor' 
which would form the target group for 
assistance. To ensure against' mis- 
identification, It was proposed that people’s 


representatives should oe more closely in¬ 
volved in their selection. The ICOR level was 
revised upward to 2.7, as it was felt that the 
low level of initial investment had been 
responsible for the inadequate generation of 
incomes in the Sixth Plan. A second dose 
of assistance was to be given to all those who 
had been unable to cross the poverty line.* 
While the results of the present study are 
dated, the methodology adopted for the in- 
depth micro level study should be a model 
for more such surveys. Given that the IRDP 
has now been in operation for the last 10 
years, detailed analysis of selected blocks 
across the country in a way that has been 
done in this book would provide an insight 
into the functioning and impact of this pro¬ 
gramme. The wage employment program¬ 
mes like the NRFP and Rural Landless 
Employment Guarantee Programme 
(RLEGP), which was introduced during the 
later years of the Sixth Plan, could also be 
analysed in detail along with the IRDP. Of 
course, the concurrent evaluations of both, 
these programmes, which are now being con¬ 
ducted by several research institutes all over 
the country for the department of rural 
development, do provide certain basic data 
from the field. However, even those do not 
provide a sufficiently detailed individual 
assessment of these programmes. Perhaps 
the IFMR itself would like to do some more 
studies including a re-visit to the beneficiary 
households covered in the present book. 
While the data in this book arc dated, this 
does not detract from the valuable contribu¬ 
tion of the study in terms of methodology, 
analysis and contents. It should prove very 
useful to all those including students, resear¬ 
chers, administrators and policy-makers, in¬ 
terested in issues related to rural poverty and 
rural development. 
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ATUL*Q 

PRODUCTS LTD. 

NOTICE 


It It npretjy nonfiM for tne information of the puoiic that 
Atui Products limited Registered office Asnoka cnambers 
Rasala Marg Mithakfiaii Cross Roads Eiiisoridge AtimeoaDaO 
580 006 proposes to make an application to tne Central 
Government m tne Department of company Affairs New 
Delhi under suo section i2i of Section 22 of Monopolies & 
Restrictive Trade Practices Act 1969 for approval to the 
establishment of a new undertaking unit'division Brief 
particulars of the proposal are as under 

1 Name and address of the applicant 
AtuI Products Ltd 

Ashoka Chambers Rasala Marg Mithakhaii Cross Roads 
cliisbridge Ahmedabad 580 006 

2 Capital Structure of the applicant organisation 


Equity 


Authorised 
issued 
Subscribed 
Paid Up 


Preference 111% 
cumulative 
Redeemable P $ i 
RS 25,00,000 
RS 10,00,000 
RS 10,00,000 
RS 10,00,000 


RS 10,00,00,000 
RS 7,85.86,000 
RS 7,85.86,000 
RS 7,85,86,000 
3 Management Structure of the applicant organisation 
indicating the names of Directors including the Managing 
whole time Directors and manager if any 
Name Status 


Shrl SIddharth Kasturbhai 

snri Chlnubhal Chimanbhai 
ShrlMananN Laibhai 
Shrl Sunil S laibhal 
Shrl Keshub Mahindra 
Shrl Nusll N Wadia 
ShriR S Bhatt 
Shrl 8 K Shah 
Shrl R A Shah 
ShrIC S Patel 

Or S S Banal 
ShrIM V Shah 

ShriC 0 Parekh 


Chairman s Managing 
Director 

Managing Director 
Managing Direcroi 
Managing Director 
Director 
Director 
Director 
Director 
Director 

Director iNommee of Ciir 

ltd I 

Director 

Director (Nominee of ICICI 
ltd I 

Director (Nominee of Ulii 


a indicate whether the proposal relates to the establish 
ment of a new iindertaking/unit division 

New Unit 

5 location of the new unoertaking'umt/division 
Tehsll Ankleshwar, Dist Bharuch. Gujarat 

6 Capital Structure of the proposed undertaking 
There will be no change In the capital structure 

7 in case the proposal relates to the production, storage 
supply distribution marketing of any goods/articies indi 
cate 

II Name of Goods/Articles Musk Ambrette 
III Proposed Licensed Capacity 50 TPA 
III! Estimated annual turnover Rs l 20 Crores 

8 in case the proposal relates to the provision of any service, 
state the voKime of activity in terms of usual measures 
as value income turnover, etc 

Not Applicable 

9 cost of Project Rs 45 lacs 

10 Scheme of the Finance indicating the amount 

The proposed Investment would be financed through 
term loans from financial instltutlons/Bank and partly 
through internal cash accruals 

Any person Interested in the matter may make a represen 
tatlon in quadruplicate to tne Secretary Department of 
Company Affairs. Government of India, Shastn Bhavan. Dr 
Rajendra Prasad Road, New Delhi within 14 days from the 
dateof publication of this notice indicating his views on tne 
proposal and indicating the nature of ms interest therein 
For ATUL PRODUCTS LIMITED 

V. M. Modi 
Company secretary 


Place Atui 



AT U L'Q 


PRODUCTS LTD. 

NOTICE 


It IS hereby notified 101 the information of me public that 
Atui Produrtsumited Registered Office Asnoka Chambers 
Rasala Marg Mitnakhaii Cross Roads Eiiisonoge Ahmedabad 
580 006 proposes to make an application to tne central 
Government in the Department of Company Affairs New 
Delhi under sub section 121 of Section 22 0 * me Monopoli 
es II Restrictive Trade Practices Ait 1969 for approval to 
me establishment of a nev» unoertakings'umt division 
Brief particulars Of me proposal are as under 

1 Name ana afldress of me applicant 
Atui Products Limited, 

Asnoka cnamoers Rasala Marg Mitnaknaii Cross Road. 
Eiiisbridge Anmedabati 5B0 006 

2 Capital Structure of me appliranr organisation 


Equity 
IRS incroresi 


Authorised 10 00 

Issued 7 8S86 

Subscribed 7 8686 

Paid-up 7 8586 

5 Management Structure of me applicant oigamsation 
indicating the names of me Directors ncluding me Mana 
ging/ wholetime Directors 


Preference Shares 111 % 
cumulative redeemawei 
Rs in lacs 
25 00 
10 00 
10 00 
10 00 


Chairman 8 Managing 
Oirectoi 

Managing Director 

Director 

Director 

Director 

Director 

Managing Director 
Director 
Director 
Director 

Managing Director 

Director 

Director 


Shrl SIddharth kasturbhai 

Shrl Chlnubhal Chimanbhai 
ShriR s Bhatt 
Shrl 8 K Shah 
Shrl Kesnub Mahindra 
Shrl Nusll N Wadia 
Shrl Manan N lalbhai 
ShriR A Shah 
ShriC S Patel 
Or S S Baljal 
Shrl Sunil S Laibhal 
ShrIM V Shah 
ShriC C Parekh 
4 Indicate whethei the proposal leiaie. to the establish 
ment of new unoertaking'unir,'division 
New Unit 

‘1 location of the unit or division to be eirpancleo 
Ankleshwar. Olst Bharuch or Hahra, Dlsr Surat In 
Gujarat 

6 Capital Structure ot the proposed undertaking 
Proposed authorised capital of the undertaking will be 
RS 155 crores 

7 in case the proposal relates to me production storage 
supply distiiDution marketing of any goods,articles indi 
cate 

(II Name of the gocxts/articles 4 ttcensed capacity 

Nitric Acid (concentrated) 100.000 tpa 

Nitrobenaene 50.000 tpa 

Aniune 15,000 tpa 

OCNB/PCNB 15.000 tpa 

III) Estimated annual turnover Rs 210 crores 

8 in case the proposal relates to the provision of any service, 
state the volume ot activity in terms of usual measures as 
value income turnover etc 
Not Applicable 

9 cost of tne Project Rs 550 crores 

10 scheme of tne Finance indicaring the amounts to be 
raised from each source 

Share capital rs 120 crores 

Rupee/foreign cunrency/loan from Rs 250 crores 

Financial institutions 4 Banks 

Note The protect wm be impwmontM in two phases 
The Investment of first phase wMI be Rs 200 crores 
Any person Interested In the matter may make represen 
tatlon. In quadruplicate, to the Secretary, Department of 
Company Affairs, Government of India snastn Bhavan. New 
Delhi witwn 14 days from the date ot publication of this 
notice intimating his views on the proposal and indicating 
the nature of Ns interest therein 

For ATUL PRODUCTS LIMITED 


Date 51-51989 
Atm 54 


V M Modi 

secretary 
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LDC Debt Problem 

Some Reflections on Proposed Solutions 

Arjun Sengupta 

Solutions to the LDC debt problem have to be collectively organised and cannot be expected to emerge out 
of market adjustment of the claims on a debtor country by individual banks. The author specifies three prere¬ 
quisites for such a collective solution to become feasible and puts forward a proposal for a Debt Adjustment 
Facility to be set up in the IMF which he believes meets all these conditions for a successful debt relief operation. 


I 

Introduction 

TWO caveats I wish to enter at the very 
beginning. First, the views expressed here are 
entirely my own and definitely not of the 
Fund, where I now work, nor of India, 
which I represented at the Fund Executive 
Board. The official Fund approach to the 
debt problem is well known and has been 
summarised quite pithily in the latest Interim 
Committee Communique (September 26, 
1958 ) as follows: “While recognising that 
new money continues to be of primary im¬ 
portance in Financing packages for countries 
undertaking adjustment, but remains dif¬ 
ficult to secure, the committee agreed ttiat 
the menu approach should be broadened 
further, including through voluntary market- 
based techniques which increa.se financial 
flows and which reduce the stock of debt, 
without transfeiiing risk from private 
lenders to official creditors." The solution 
that 1 shall be discussing in this papci no 
doubt broadens the menu approach, and can 
be quite consistent with voluntary niarket- 
ba.sed techniques; but it cannot be said as 
not transferring any risk from private lenders 
to official creditors. Also, the approach ol 
countries like India, which have consistent¬ 
ly maintained a perfee* record of debt ser¬ 
vicing, is based on seeking solutions lot 
global problems to facilitate sustained 
growth of world output and trade, but 
without pleading for any debt forgiveness. 
My approach, iiowever, is built on a scheme 
for debt forgiveness, not because I see any 
intrinsic merit in it, but because 1 do not see 
any feasible solution to the global problem 
of debt without incorporating some initial 
debt relief. 

Secondly, we shall be concerned mainly 
with the public and the publicly-guaranteed 
commercial debt of the middle-income 
LDCs. This does not, of course, mean that 
the debt problem of the low-incomc coun¬ 
tries, involving mostly bilateral and 
multilateral official debt, is less important 
or less critical for the world economy than 
that of the middle-income LDCs. It is only 
that we have chosen to limit our concern to 
a part of the overall global problem. Our ap¬ 
proach may also be quite applicable to some 
of the low-income countries which have 
similar debt composition. But any solution 


•o the problems of the low-income countries 
would primarily require concessional assist¬ 
ance or aid money, and the debt write-off 
has to be often total or at least very substan¬ 
tial. in our approach, concessionality of 
finance would be helpful but not essential, 
as the .structure of solutions can be built en¬ 
tirely on maikct-based relations. 

This lasi aspect of our approach to the 
FIX' debt problem can toe subject to a valid 
criticism, and it is worthwhile to note that 
at the outset. Since the solution that we pro¬ 
pose is based on organised debt forgiveness, 
which requires some form of guarantees 
backed by commitments of public money, 
there is a possibility of diversion of funds 
Irotn other more justifiable uses. Buiter and 
Srinivasan' have drawn attention to this 
possibility ot diverting aid money meant for 
the pool to financing such debt icduction 
schemes, noting that the per capita income 
of most ot the highly indebted middle- 
income couniries is several multiples of the 
per capita ipcomc ot the low-income poor 
countries. While the problem debt countries 
have been usually profligate and wasteful 
with their borrowed funds, the majority of 
the low-income countries, particularly those 
who have not fallen in the debt trap, have 
been prudent and cautious in their use of 
rc.sourccs. Therefore, both on grounds of 
equity and efficiency, a diversion of resour¬ 
ces Irom the prudent low-income to profli¬ 
gate middle-income countries cannot be 
justified. This argument, however, is not 
against the principles of debt forgiveness but 
against the practice of diversion of funds 
and therefore calls for a genuine additonality 
in the transfer of resources from the richer 
to the poorer countries. It also calls for a 
design of the solution to the debt problem 
that invokes very lit'.lc actual use of public 
money, minimising the need for such trans- 
fc‘ of resources. 

TWo other criticisms along the same lines 
against our kind of approaches based on 
dent relief are, however, not valid. Ours is 
not an approach that evades the moral 
hazards problems. It does not allow the pro¬ 
fligate countries to adopt deliberately impru¬ 
dent policies, lowering the value of the 
claims on them and thereby increasing the 
prospects of larger write-offs in their debt. 
The conditionality to which their policies 
will be subjected in our proposals should be 


a sufficient antidote to their profligacy. 
Secondly, ours is not a solution for bailing 
out the banks as these banks will have to ac¬ 
cept sufficiently large write-offs in their 
assets with their consequences on the value 
of their stocks as well as the future incomes 
position. 

II 

Role of Japan 

Betore we go into the details of our ap¬ 
proach, let me spell out the logic of the role 
that Japan is expected to play. First, Japan 
IS not expected to play this role alone, as 
lapan's responsibility for “the orderly func¬ 
tion of the world economy” is no rnore or 
no less than the other major industrial coun¬ 
tries'. Circumstances have so developed in 
the last five or ten years that Japan hgs 
become a leading economic power and there- 
torc It is increasingly expected to play, in full, 
the leadership role in all areas of concern 
in the intcrnatioinal economy. Basically that 
leadership role consists in catalysing inter¬ 
national efforts for finding solutions to 
critical problems, by showing the direction 
in which the woild should move and put¬ 
ting in its own contribution upfront to in-' 
ducc others to put in their shares. 

In the case of the debt problem of the low- 
income countries, which is often an exten¬ 
sion of the problem of lack of resource in¬ 
flows on concessional terms, Japan is ex¬ 
pected to fulfil the international targets 
regarding the official development a.ssistance 
and persuade others to do so in equal' 
measure. But it should be noted that this ex¬ 
pectation is not necessarily related to Japan’s 
high rate of savings or current accounts 
surplus. No doubt that increased use of the 
concessional Finance from the aid budget 
could mobilise larger flows from the private 
capital market to the LDCs. A number of 
such schemes of leveraging were suggested 
in an earlier study by Okita, Jayawardena 
and Sengupta.^ These flows could then help 
recycle the Japanese surplus to the develop¬ 
ing countries and contribute to the solution 
of the problem of international payments 
imbalances. However, the case for increas¬ 
ing aid Finance is based on the differential 
per capita income of the countriK that calls 
for the rich transferring a part of their 
resources to the poor. So the United States. 
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in spite of its huge current account deficits, 
should be as responsible for meeting the aid 
targets as Jstpan with its surpluses. The abili¬ 
ty to pay related to the level of prosperity 
of the different countries determines this in¬ 
ternational obligation for resource transfer. 
What Japan, which has become one of the 
richest countries in the world, could do is 
to exercise a moral pressure through its ex¬ 
ample by raising its ODA share almost in 
the same manner as some of the Scandina¬ 
vian countries. 

The role that Japan could play in help¬ 
ing the resolution of the debt problem of the 
middle-income countries is, however, of a 
different nature. Although other major in¬ 
dustrial countries also have a substantial 
stake in the resolution of this problem, 
Japan's stake in this is much greater. In the 
study referred to above by Okita, Jaya- 
wardena and Sengupta, we have argued that 
the Japanese current account surplus, reflec¬ 
ting an excess of savings over investment, is 
determined by long-term structural factors, 
and attempts to reduce it too sharply and 
too early through exchange rate changes and 
other price-related measures would adversely 
affect the growth of output and employment 
in Japan. But, if this surplus is to remain 
at a reasonably large level, it has to be ab¬ 
sorbed in the worid economy at a reasonable 
rate of return, especially since most of this 
surplus is generated in the private sector. In 
the last few years, the bulk of this surplus 
has been absorbed in the United States, 
which has been running large deficits, whose 
scope is now getting increasingly limited. 
The accumulated deficits have increased the 
risk of a sharp fall in the value of in¬ 
vestments in dollar-denominated assets. Fur¬ 
ther, if the fiscal deficits in the United States 
are actually cut back and private consump¬ 
tion is kept in check by anti-inflationary 
monetary policies, it would lead to a reduc¬ 
tion in its current account deficits and con¬ 
sequently in its ability to ab.sorb the 
Japanese current accounts surplus. It is 
necessary, therefore, that Japan looks for 
alternative markets to invest its surplus. 

Except for a few low-income countries 
with a large and diversified industrial base, 
such as India aij^ China, it is generally the 
middle-income countries which have the 
largest potential of absorbing the excess sav¬ 
ings of Japan at normal commercial rates. 
They have industry and infrastructure, and 
sufficiently large domestic and export 
markets, to be able to use funds for invest¬ 
ments yielding high market rates of return. 
Provided a substantial part of their in¬ 
cremental output is not diverted to service 
past debt, as happens to be the case for most 
of the heavily-indebted middle-income coun¬ 
tries, these investments could be fully ser¬ 
viced. This is the crux of the LOC debt pro¬ 
blem. Even though the marginal product of 
new investment in most of these countries 
is quite high, they are often not regarded as 
cre^tworthy. This is because the banks con¬ 
sider their expected capacity to service their 


total accumulated debt as falling short of 
their contractual obligation of servicing a 
large overhang of the past debt. If this pro¬ 
blem can be solved, these countries would 
become creditworthy again, and they.could 
provide the market for the capital of the 
surplus countries. Since the Japanese surplus 
is large, and is most likely to remain large 
if the Japanese output growth is not allowed 
lo fail, Japan would have a special stake in 
solving the debt problem of the middle- 
income countries. Japan's role is therefore 
expected to be greater than that of other in¬ 
dustrial countries in our proposal. 

Ill 

Debt Problem and Rationale of 
Debt Reduction 

It is now generally accepted that a 
substantial part of the accumulated debt of 
most of the highly-indebted countries is no 
longer serviceable. The bulk of this debt was 
contracted when the real interest rates were 
negligible and when the international en¬ 
vironment was more conducive to the growth 
of exports in the indebted countries. A sea- 
change in these conditions and also policy 
mistakes in the debtor countries were as 
much responsible for the loss of value of 
these debts as was the imprudence of the 
commercial banks in lending to these coun¬ 
tries without any proper assessment of their 
economic prospects. But these issues are no 
longer relevant, as the liquidity position ol 
the banks now would not encourage any 
over/.ealousness for lending and most of the 
indebted countries have by now learned their 
policy lessons not to make the earlier 
mistakes. 

The issue now is how to separate the pro¬ 
spects and conditions of new lending, from 
the effects oi the debt overhang. Although 
the marginal rates of return on investment 
financed by new lending are quite high, 
because the accumulated past debts are car¬ 
ried on the books of the banks at their face 
value despite a substantial fall in their value 
at the market, the new lendings do not ap¬ 
pear to be attractive. That is why our pro¬ 
posals for solving the debt problem start 
with an adjustment of the debt overhang by 
writing down the book value of the LDC 
debts to a level closer to their market value, 
so that the assets acquired through new len¬ 
ding could retain their values commensurate 
with their prospective rates of return. 

A country's ability to service its debt 
depends upon its normal access to capital 
markets, its ability to generate a trade 
surplus—or more accurately a surplus in its 
balance of goods, services and transfers ac¬ 
counts including direct investments—-plus, 
of course, its level of reserves. If it had ac¬ 
cess to the normal capital market, it could 
always meet its obligation at any time by 
recourse to borrowing. But that access itself 
would depend upon its ability to generate 
sufficient surplus over a period, whose pre¬ 
sent value must exceed the present value of 


all the debt service obligations. The genera¬ 
tion of trade surplus in its turn would de¬ 
pend upon its capacity to increase exports 
and reduce imports, given the flows of 
transfers and direct investment and that 
capacity is ultimately related to the capaci¬ 
ty to increase the production of tradables 
and, in turn, to investment and growth in 
the tradable sectors. In other words, a coun¬ 
try’s debt service capacity is integrally related 
to its growth potential and, consequently, to 
its ability to maintain a reasonable rate of 
investment. 

It would follow from this that, if a coun¬ 
try continues to meet its contractual debt 
service obligations by abnormally contrac¬ 
ting its imports and reducing the level of in¬ 
vestment, its debt servicing capacity would 
be adversely affected, impairing the value of 
its debt over a period. A rescheduling of the 
debt or new lending to meet the gap between 
the capacity to pay and the servicing obliga¬ 
tions for a few years, without leaving enough 
resources to the country for increasing its 
rate of investment, would add to its stock 
of debt without adding to its capacity to pay. 
This temporary solution to the debt pro¬ 
blem, which has been frequently practised, 
only helps the banks to maintain the book 
value of their assets, but does not help the 
debtor country, which is pushed deeper into 
a debt trap. The only way the country could 
hope to come out of this debt trap is to work 
out arrangements to provide it with addi¬ 
tional resources that can be used to increase 
its own capacity to pay. 

This way of looking at the problem should 
make it clear why the solutions to the debt 
probiem have to be collectively organised 
and cannot be expected to emerge out of 
market adjustment of the claims on a deb¬ 
tor country by individuai banks. The market 
value of a debt takes into account the pro¬ 
jection of a country’s capacity to pay but 
weights it with the individual banks' 
assessments about the probability of pay¬ 
ment, and their willingness to trade that debt 
in the secondary markets. That would de¬ 
pend not only on their level of provisioning 
and their tax liabilities, but also on their own 
time preference and rates of discount, as well 
as an assessment of the behaviour of other 
banks. Even if the projections of a country’s 
balance of trade and other accounts as well 
as the debt service obligations are worked 
out on a uniform basis, the expected value 
of the debts could be widely different for the 
different banks. Indeed, the individual banks 
are likely to behave according to the so-called 
‘isolation paradox’ and withhold from the 
secondary market the supply of their debts, 
if they expect other banks to exit, leading 
to an improvement in the prospects of ser¬ 
vicing the debts which are not retired. If all 
banks behave like that, the results hoivever 
will be quite the contrary. Thus the secon¬ 
dary market price of a country’s debt may 
not be any reflection of the country’s actual 
capacity to pay over any length of time. So, 
if the book value of a country’s debt is ad- 
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FIGURE: Debt Relief Krugman curve 

Value (V) 
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justed at a particular time to its secondary 
market value, there is no guarantee that the 
remaining debt could maintain its valueln- 
definitely, being consistent with the coun¬ 
try’s capacity to pay. 

On the other hand, if the lender banks got 
together and collectively a$se.ssed a country’s 
capacity to pay the debt service charges bas¬ 
ed on the projection of its balances on trade 
and transfers accounts, they could conceiva¬ 
bly arrive at a value of the outstanding debt 
of the country commensurate with its actual 
capacity to pay. If they then agreed to ad¬ 
just the book value of their debts to this 
capacity value, they could prevent further 
impairment of their asset values. Any addi¬ 
tional lending could then be used to improve 
the country’s capacity to pay by increasing 
the rate o^ investment in its tradables sec¬ 
tors. As a result, the value of the debt still 
held in the banks’ books would improve and 
new lending by banks would become 
attractive. 

There are three prerequisites (or such a 
collective solution to become feasible. First, 
a write-off or a reduction of a part of the 
accumulated debt'should increase the value 
of the remaining debt..If adju.stment$ in the 
stock of debt are made according to a coun¬ 
try's actual profile of capacity to pay, it 
would almost invariably lead to that result. 
If a country can service only SO per cent of 
its outstanding debt due to limits on its 
capacity to pay, exogenously determined by 
its projected balance of trade and services, 
then a 25 per cent write-off of this debt 
would raise the value of the remaining debt 
from 50 cents to a dollar to 66.6 cents. The 
larger the write-off, the greater would be the 
improvement in the value of the remainder 
debt. In practice however, a country’s pro¬ 
file of payments capacity is not kirown with 
certainty but is estimated by the banks, 
together with their perceived probability of 
that country making those payments. The 
expected value of these payments, of both 
interest and amortisation of the debts, in 
relation to their face value would determine 
their market value. As- mentioned above, 
there arc reasons why the secondary market 
price of the debts may not be the same as 
their market values, but those market values 
themselves would be expected to improve, 
because of a debt write-off if the probabili¬ 
ty distribution of the country’s making the 
payments for the remainder does not change. 

Recently, an ingenious argument has been 
put forward by Paul Krugman’ for. the pro¬ 
position that “creditors may increase ex¬ 
pected p^rment by forgiving part of a coun¬ 
try’s debt’’, in terms of what he described 
as the Debt Relief Laffer Curve, and that 
argument shouJd-hold even if a country has 
the capacity to pay, or ability to generate the 
requisite surplus in the balance of trade and 
transfer account. The higher the stock of ex¬ 
ternal debt of a .country, the larger would 
be the probability of non-payment, accor¬ 
ding to this argument, berause “first, the 
government of a country will be less likely 
to be willing to take painful or politically 


unpalatable measures to improve economic 
performance if the benefits are likely to go 
to foreign creditors’’, and “second, the 
burden of the national debt will fall on 
domestic residents through taxation, and im¬ 
portantly through taxation of capital”. Such 
taxation of capital would be a deterrent to 
investment, and it would eventually affect 
the country’s capacity to pay by affecting the 
capacity to produce tradables. 

The Figure presents a modified version of 
Krugman's Debt Relief Laffer Curve, which 
should actually be called the Debt Relief 
Krugman Curve. It shows that, in the credi¬ 
tors' asses.sment, the probability of payments 
for interest and amortisation of debt remains 
one or nearly one up to a level of debt (up 
to point R), after which it keeps falling with 
increases in the size of debt. Further, after 
a point (C), the expected present value of 
the debt actually declines. The horizontal 
axis measures the nominal value of debt, D, 
and the vertical axis, the expected present 
value of the debt, V, which is equal to pD, 
where p is the average market assessment of 
the probability of payment by the country, 
and (1-p) is the market discount of the debt. 
If the secondary market were competitive 
and the individual banks’ discount rates were 
independent of each other, this p would be 
equal to the market price of the debt, given 
by the slope o' a ray from the origin to a 
point on the curve. 

It is useful to extend the Krugman rela¬ 
tionship to incorporate different profiles of 
growth, separating between paths of ex¬ 
pected payments for a given projection of 
growth of production capacity. The curve 


ORCL refers to one state of growth of the 
production capacity of tradables, each point 
on the curve representing the market assess¬ 
ment of ‘p’, for any level of nominal debt. 
For a given projection of production capaci¬ 
ty of tradables, this ‘p’ declines with higher 
values of nominal debt, because of the in¬ 
crease in the marginal ‘tax’ or sacrifice in¬ 
volved in reducing domestic absorption. 
After the point ‘C, the expected presoit 
value of debt ‘V’ actually declines bixause, 
with a given level of production capacity of 
tradables, the actual output not only falls 
short of potential output, it also starts 
declining, with the demand contraction 
leading to a fall in the rate of investment. 
So, beyond the point ’C’, a reduction in the 
nominal value of debt will actually raise its 
expected value, and it is clearly in the interest 
of creditors to provide debt relief and write 
off a portion of the contracted debt. In 
Krugman’s terminology, when creditors 
divest at this point a part of the debt, they 
give up the chance of receiving full or 
substantial repayment if the outcome of 
events turn out better; but that cost is more 
than compensated by the incentive effect on 
the debtors that prevents a fall in output and 
increases the value of the remaining debt: 

However, Krugman’s point that to the left 
of point ‘C’ the creditor i may not have an 
incentive to cut back the debt, because the 
«tpected value of the remaining debt does 
not increase any more, ignores the possibility 
that if a debt rdief is properly organised and 
the reduction in the payments obligation is 
used to increase the rate of investment and 
thereby raise the growth of productive 
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capacity, then the whole curve can shift up¬ 
wards, raising the probability of payment or 
the market price of debt at each level of the 
outstanding debt. The idea is that debt relief 
would release resources which can be domes¬ 
tically absorbed- consumed or invested. If 
the resources are not wholly consumed or 
frittered away, it provides an opportunity to 
the authorities to reorganise the production 
structure, raise investment in the tradable 
sectors and support policy changes That 
would increase the productivity ol resource 
use in general, and of borrowed resources 
in particular. With improved policy, the 
payments capacity of a debtor country goes 
up, and debt relief can provide resources to 
support such policy improvements. This 
phenomenon is depicted in the figure, with 
the curve OR’C’I,’. 

Clearly, this po.ssibility would require, 
first, some deliberate policy adjustments 
which arc specifically oriented towards 
raising the growth of productive capacity 
which may not be the outcome of a volun¬ 
tary and un-coordinaled market process of 
interaction of creditors and debtors. The 
second condition that needs to be fulfilled 
for this outcome is that all or most of the 
creditor banks must participate in this ar¬ 
rangement for debt relief. The market price 
of debt as depicted in the Debt Relief 
Krugman Curve represents the average of the 
probability attached to the possible pay¬ 
ments by individual bankers, each banker’s 
probability being its estimate of the chance 
of good or bad outcomes of payments. As 
noted above, each individual banker, acting 
in isolation, will have the temptation to avoid 
participating in the debt relief operation, on 
the expectation that others would parti¬ 
cipate. There is nothing in the voluntary 
market process that can on us own induce 
the bankers to act collectively in each others’ 
interest, calling for an organised approach 
in the problem. 

There is a difficulty with organised debt 
relief, .stemming from the legal framework 
of commercial lending, which prevents any 
bank from getting a ‘seniority’ status, or 
being granted any special treatment over 
others, even if it fully panicipates in any debt 
forgiving arrangement while others do not. 
This would call for not only a collective ar¬ 
rangement of debt relief but also a collec¬ 
tive understanding about the ‘cost’ and 
‘benefit’ of that relief. For example, suppose 
it is decided that some but not all bankers 
participate in a debt relief operation, then 
if the value of the remaining debt goes up, 
that increase in value should first accrue to 
the remainder debts of those who agree to 
the relief operation. Introduction of a clause 
of this kind in any arrangement would usual¬ 
ly require a unanimity among the bankers 
about the waivers of specific rights, unless 
the arrangement for debt relief is organised 
by the IMF and approved specifically by its 
board. There is a provision under the IMF 
articles (Article VIll), which would provide 
for an arrangement of payments and ex¬ 
change restrictions approved by it to super¬ 


sede all previous arrangements, and which 
could not be challenged in the courts of any 
of its members. Thus, if some banks refuse 
to participate in an IMF approved arrange¬ 
ment, and if the debtor countries discri¬ 
minate against those banks -and met their 
obligations only after meeting those of the 
banks which participate in the arrangement, 
the latter arc given effectively a seniority 
•statu.s, which the former cannot challenge. 
The benefits of debt relief then accrue first 
and primarily to the banks who have pro¬ 
vided relief, bringing down further the value 
of the debts held by the non-participating 
banks. 

The third condition of a successful debt 
relief operation is to work out a feasible 
mechanism which persuades the banks to 
participate in the operation, voluntarily and 
in their own interest, and at a price that 
offers the maximum possible ol the market 
discounts that individual banks attach to the 
outstanding claims on a debtor country. 
Since the logic of the whole argument is bas¬ 
ed on providing incentives to the debtors to 
improve their policies and increase their 
payments prospects, it is important to pass 
on to them as much of the discounts the 
banks are willing to accept as possible. 
Otherwise some of the opportunities for im¬ 
provement of the situation would be lost, 
without any clear advantage to any of the 
parties. 


IV 

Uttbt Adjustment Facility 

In early February 1988, I had propo.sed 
at a seminar of the executive board of the 
IMF a proposal for a Debt Adjustment 
Facility (DAF) to be set up in the IMF which 
I believe meets all these conditions for a suc¬ 
cessful debt relief operation. That proposal 
was an extension of some of the ideas 
originally proposed in the study by Okita, 
Jayawardena and Sengupta, and has affinity 
with several other schemes of debt relief but 
is a distinctly differentiated product. There 
is no need for me to elaborate on my pro¬ 
posal which has now been published in the 
June 1988 issue of World Economy, london. 
Here I wish to go beyond that proposal by 
taking up some criticisms of it. 

The proposed Debt Adjustment Facility 
is expected to carry on three transactions 
simultaneously under the auspices of the 
IMF taking up, case by case, different highly; 
indebted countries which are prepared to ac¬ 
cept policy discipline and which are judged 
to have the possibility of improvement with 
a reasonable adjustment in their stock of 
debt and economic policies. In the first 
transaction, between the creditor banks of 
a particular debtor country and the IMF, the 
banks are expected to continue to hold a por¬ 
tion of the outstanding debt of the country 
(for example, 40 per cent) and adjust the re¬ 
maining portion (60 per cent) with this DAF, 
such that they write off a fraction of that 
(say halO and exchange the other half with 
DAF bonds issued by the Fund with a long 


maturity and SDR-related interest. The por¬ 
tion of the debt to be adjusted, and the frac¬ 
tions to be written off and to be exchanged 
with DAF bonds, arc to be decided through 
negotiation betvseen the banks, the debtor 
country and the IMF, on the basis of the 
estimates of the country’s ability to pay, 
requirements of growth-oriented adjustment 
policies, market di.scounts that are available, 
and the ability of the banks to accept these 
write-offs depending upon their tax liabi¬ 
lities and provisioning and reserves. The pro¬ 
cess should be transparent taking into ac¬ 
count all the market signals, plus a collec¬ 
tive assessment of the potentials of the deb¬ 
tor country, without any compulsion. Since 
the DAF papers will be fully secured as they 
are issued by the IMF, their values will be 
determinate and their trade-off with the 
assets held by the banks can be decided 
through some internal auction, if a co¬ 
operative solution IS not feasible. Individual 
banks may decide the extent of their par¬ 
ticipation on the basis ol these trade-offs 
with their estimates of the value of their 
assets; but to minimise the free-rider pro¬ 
blem, there is a provision in the scheme that 
the debtor country in meeting the payments 
obligations for that portion of the original 
unadjusted debt still held by the banks will 
give seniority to the banks which have agreed 
to participate in the scheme, in some pro¬ 
portion of the fraction of the debts they have 
agreed to write off. In other words, the 
banks would be free to not join the scheme, 
but then they not only do not get any free¬ 
rider benefits unless the prospects improve 
for all, but also accept a greater chance of 
a fall in the value of the debts held by them. 

In the second set of transactions between 
the debtor country and the PAF, the dis¬ 
counts that are captured in the debt adjust¬ 
ment with the banks are fully pa$.sed on to 
the debtor country—a portion, in our exam¬ 
ple 40 per cent of the debt, is written off and 
another 30 per cent is converted into a loan 
obligation to the IMF on terms similar to 
what the DAF has provided through its 
bonds to the banks. There may be some im¬ 
provements introduced in the form of^n in¬ 
crease in interest payments by the debtor 
country if its growth or export performance 
improves. But generally the idea is that the 
debtor country would pay the Fund <he 
amounts which the Fund owes to the banks. 
In return for the temporary obligations of 
the Fund, the debtor country would accept 
a full Fund-supported policy programme 
witK appropriate conditionality. 

The association of a Fund programme 
with conditionality is necessary to create 
conditions that would improve the debtor 
country’s creditworthiness, which tyould 
eventually attract new loans from the capital 
market. For this purpose, the conditionali¬ 
ty may have to be duly reformed to orient 
the policy programmes to growth and the 
discipline itself may be harsh for some 
period to produce sustainable results. So 
neither the banks, who accept substantial 
write-offs in their assets, nor the debtor 
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country can be said to have been bailed out 
without cost. 

V 

ttj Ta.\-l’ay«*r 

In order to accomplish this result, the se¬ 
cond set of transac'ions are complemented 
by a third set of transactions, when other 
multilateral financial institutions (MFIs) 
enter into arrangements with the debtor 
country to provide new money. When the 
debt overhang is substantially reduced and 
the value of the remaining debt for the coun¬ 
try improves, it should increase capital 
market confidence in the country's ability 
to service new debt, especially since most of 
these countric.s, with the depletion of their 
capital stock over a period, will have pro¬ 
jects that have high internal rates of return. 
But the commercial bank.s, after the ex¬ 
perience of a recent write-down of the value 
of claims on the.se countries, may initially 
be hesitant to put in new money. At that 
stage the multilateral institutions may play 
a crucial role by providing resources for new 
investment that would stimulate growth in 
these countries, sufficiently strongly to in¬ 
duce the commcicial banks to overcome 
their hesitation. 

There have been propo.sals which have put 
the multilateral Tinancial institutions like the 
World Bank in charge ol the debt recons¬ 
tructions and adjustment. Theoretically, 
there is no objection to that approach ex¬ 
cept that this would imply a rearrangement 
of the mix up of assigned institutional role 
of MFIs which is to finance investments 
which have the potential of yielding returns 
sufficient to covei the costs, rather than 
being in charge of monitoring the interna¬ 
tional financial systems oi improving their 
operations, by providing services like those 
of public goods whose direct costs may not 
be fully covered by the indirect and systemic 
benefits. The adiustmeni of the deb' over¬ 
hangs, as proposed in our scheme, has to be 
activated prior to Investments in the debtor 
countries becoming attractive. Once that is 
done by an institution like the IMF, which 
has been created for looking aftci the 
systemic health of international finance, the 
World Bank and other MFIs should fully 
play their role according to their a.ssessmcnts 
of social rates of return on the investments, 
with the confidence that the countries receiv¬ 
ing their loans would be able to repay, not 
only because the rates of return are suffi¬ 
cient but also because of the improved pro¬ 
spects of the countries for generating trade 
surpluses by following the Fund-supported 
policies. 

Another advantage of putting the IMF in 
charge of such debt adjustment efforts is to 
bring out explicitly the costs of such 
schemes, which have to be borne by the in¬ 
ternational community, in the same manner 
that a national government bears the cost 
of public goods supplied domestically. Our 
scheme has been criticised for implying large 
budgetary appropriations by the govern¬ 


ments, which many do not regard as realistic 
This criticism is unfair, because our scheme 
makes the least demand on budgetary ap¬ 
propriations, as It involves the Fund only for 
taking up a contingent liability of continuing 
to make payments to the banks which hold 
the bonds issued by the DAF, even if the deb¬ 
tor country does not fulfil its obligations. 
The way the scheme is structured, it is highly 
unlikely that these liabilities will be invoked. 
The debtor countries always give seniority 
to institutions like the IMF and with a 
substantial reduction in thei.r debt burden 
and the lower interest costs of IMF loans, 
plus the enormous benefits that they stand 
to derive from the capital market if they re¬ 
main current with the Fund, would be a suf¬ 
ficient motivation for them to play the game 
according to the rules. If in addition to this, 
financial flows from other sources allow 
ihem to laise their servicing capacity, the 
likelihood of dclault would virtually vanish. 
In that case, what the debtor countries would 
pay the Fund would be enough to service the 
DAF bonds held by the banks and no money 
has to be provided by the Fund 1 here may 
be some temporary liquidity mismatch, but 
the Fund has enough unused resources to 
cover such icquirenients. 

II these contingent liabilities are not in¬ 
voked, no additional tax-payer money will 
be involved in Ibis scheme, except for the 
usual provision lor the losses of the asset 
values of the commercial banks which would 
depend upon the tax laws of the different 
countries However, one should not get the 
impression that ibis scheme would cost 
nothing, because carrying these contingent 
liabilities is a real cost and should not be ig¬ 
nored It IS loi this reason we proposed that 
thc.se contingent liabilities should be inter¬ 
nationally shared and the major industrial 
countries should issue zero coupon bonds 


or annuities to themselves, e<}ual in amount 
to their shares of these liabilities and allow 
their claims to be held by the IMF which 
would use them according to some agreed 
procedures only when their liabilities are in¬ 
voked. It is important to do that not only 
to protect the IMF, but also to agree explicit¬ 
ly to a principle of burden sharing. Sc long 
as these claims are not used, there will be 
no budgetary outgo for any of these indi¬ 
vidual countries—the liabilities being exactly 
matched by the assets in their budget ac¬ 
counts. But they would have implications for 
their overall expenditure policies which may 
not be Ignored. 

In this cost-sharing arrangement, Japan 
can play a major role by its willingness to 
assume a larger share than others although, 
in purely fiscal terms, Japan with its high 
fiscal deficit will be perfectly justified if it 
insists on equal sharing. The only thing for 
Japan to consider, however, is that if this 
burden is essentially a matter of book ad¬ 
justment and not necessarily a draw on the 
resources, a commitment by Japan to take 
on a larger share may exert a moral pressure 
on others to accept their shares, which may 
help the scheme to materialise. It is thus a 
question of tactics that has to be considered 
for implementing this scheme internationally. 

It IS in the third set of transactions, 
however, that Japan may play a major role— 
namely, in [lersuading tlie multilateral finan¬ 
cial institutions to provide new lending to 
the debtor countries, whose debt overhangs 
have been adjusted, and who are implemen¬ 
ting growth-oriented Fund programmes that 
would improve their balance of payments 
prospects but whose better creditworthiness 
has not yet attracted any large-scale new 
money from the banks. The most effective 
way to do so would be for Japan to provide 
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parallel financing with these multilateral in¬ 
stitutions. The risk taken by Japan in these 
cases would be small—in fact additional 
financing by Japan, after the debt overhang 
has befn removed, will meet this genuine re-" 
quirement of the country for growth. It will 
not be.used to meet the gap between the ser¬ 
vicing obligations and the debtor country’s 
ability to pay, as it happens when unser- 
.viceable stocks of debt arc carried in the 
books of the debtors and new borrowings 
only go to the creditor banks for servicing 
their outstanding claims, leading to an in¬ 
crease in the burden of the debtoi countries. 

VI 

Collaborative versus a 
Market-Based Approach 

It should be clear from the analysis that 
most of the criticisms that have been raised 
about the mechanisms for the proposed 
Debt Adjustment Facility are not well found¬ 
ed and can be accommodated with minor 
modifications or extensions of the suggested 
procedures. 

There are two criticisms or arguments 
about this scheme, however, which are more 
fundamental and cannot be fully met with¬ 
out some major changes in the whole ap¬ 
proach. Since implementability is the most 
important aspect of the scheme, it may be 
useful to discuss these issues clearly. First, 
it has been argued that since a bank which 
has written down its exposure to a country 
in the recent past, will And it very difficult 


to provide new money and increase its ex¬ 
posure again to that country, a scheme 
beginning with debt forgiveness will not be 
able to revive market confidence and in¬ 
crease market access of the debtor countries. 
This is a catch-22 problem—a country's 
creditworthiness has been impaired by its in¬ 
ability to service the accumulated debt 
overhang, but if the debt overhang is reduced 
by writing down the debt and providing debt 
relief, it impairs-the confidence of the 
creditor banks in the creditworthiness of the 
country. I believe that this problem has to 
be faced in any case and overcome by, first, 
as we have proposed, writing off only a por¬ 
tion of the debt, and converting another 
portion into (.secure) IMF bonds and then 
taking supplementary action to increase 
resource flows to that country through new 
loans from MFIs as well as through parallel 
financing from .selected countries with the 
aim of raising the production potential of 
the indebted countries. There-may be stfhie 
initial hesitation by certain banks to accept 
the fall in their asset value, but over time they 
will come back to the fold as their policies 
get adjusted and implemented. 

An alternative will be not to write down 
the contraciul value of the debt, but to 
securitise it partially and protect its face 
value by .setting up zero coupon bonds as 
collaterals, bought with their own reserves 
or reserves borrowed from international in¬ 
stitutions. The banks could securitise then 
loans without selling them in the market, 
and the debtor countries carry those loans 


with the same yalue in the books, with only 
a modification of repayment schedules and 
interest rates. For the non-securitised ponion 
of the debt, there can be some rescheduling 
and interest capitalisation, which Would 
allow the countries a liquidity relief for the 
initial few yeus, supplemented by parallel 
financing .so that their repayment potentials 
can be revived. These solutions-are, however, 
mainly of a face-saving type because the 
securitised loans will have a secondary 
market and even if the banks are not willing 
to sell them at that market, the debtor coun¬ 
tries would try to buy back some of their 
past loans, with such securities, especially 
if they are collateralised with their own 
reserves. However, if the solution is not 
collectively organised, .some banks may con¬ 
tinue to hold the new securities with partial 
guarantees of the face value or interest 
payments, while others may choose to exit! 
But the debtot country woujd not get any 
relief, even though their own or borrowed 
reserves secure the principal or a part of the 
interest payments and are kept in esciow ac¬ 
counts. Unless such abstinence leads to a 
substantial flow of new money from the 
creditor banks, the debtor country would 
find It attractive to capture-the market dis¬ 
count through the sale ot these securities, 
although the extent of the discount would 
depend upon fhe market perception of the 
probability of repayments and the prices in 
the secondary market. The Mexicans tried 
to resort to this method of buy-back, since 
the legal provisions would not allow them 
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to buy back the loans directly with their 
reserves. 

Our method of securitisation of the out¬ 
standing loans through the sale of IMF 
bonds is almost like buying back with cash 
and would, therefore, capture the full market 
discount. This would not have been neces¬ 
sary if the debtor country had enough re¬ 
serves to collateralise not only the principal 
but also the interest on the exit bonds. 
Mexico used its reserves to protect the prin¬ 
cipal. but the market discounted its ability 
to pay interest for its new bonds in the same 
manner as for its outstanding debt. So the 
market price of the Mexican bonds issued 
to retrieve a part of its debt was not very 
much different from that of its old debt (it 
was roughly 1.3 per cent to 1, in this case, 
and that also because of a higher interest 
coupon for the new bond) and as a result 
only a small part of its old debt could be 
bought back. The result of our approach 
would be quite different. A secured IMF 
bond, like cash, would not only absorb all 
the discount that the market is prepared to 
grant, but would also save the debtor coun¬ 
try the opportunity cost of using its reserves 
for this purpose. Indeed if reserves are 
available, they could be used to collateralise 
a part of the non-securitised remaining loans 
or partially-guaranteed new loans obtained 
to finance investment. In both cases, the 
debtor country’s creditworthiness would 
improve. 

The other criticism of our approach is 
that it is based on a collective decision and 
not on a decentralised market-based ap¬ 
proach. This is a fact based on the logic of 
our scheme which starts with the premise 
that un-coordinated market decisions by the 
creditor banks would be unable to capture 
the full potential of the situation to arrive 
at the necessary adjustment of the stock of 
debt, improve the country’s payments capa¬ 
city and justify to banks a rationale for new 
loans. There is also an implicit presumption 
that with the help of the IMFs assessment 
of the prospects of a debtor country, a col¬ 
lective decision would not only be possible 
but would also be able to help the adjust¬ 
ment of the stock of debts as well as the 
policy programmes of the debtor country 
better than an individual bank’s isolated ef¬ 
fort to assess the prospects from the weak 
nuirket signals. As we have seen abov^ it is 
perfectly possible to determine the price of 
the new debts through some internal auction 
system held by the commercial banks and 
the IMF, consistent with such a collective 
assessment of the prospects of a country. 
Nevertheless, it remains true that our solu- 
tkm it basically collective; following the logic 
of the theory of supply of public goods. 

If, however, the international community 
does not trust such a collective approach, 
it is easy to accoitunodate a decentralised 
market-based procedure in our scheme of 
of the debt overhang. Instead of 
gnlng through a negotiation with the banks, 
the Ddit Adjustment Fhcility of the IMF 
Bsay float itt own bond, with appropriately 
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assessed maturity and interest, fully secured 
by its own guarantee, and auction it off with 
the outstanding debt of a particular debtor 
country held by the commercial banks. The 
price of this bond in relation to the commer¬ 
cial debts would vary according to the 
market discount of these debts and so also 
will the amount of debt that is retries'ed. To 
begin with, the supply of these bonds may 
be fixed with the maximum bidders given 
the option to buy. If necessary, the terms of 
the bond may be adjusted for a further issue 
to retrieve additional debts, and the process 
can replicate lull market transactions. The 
seniority provision of our scheme, however, 
would have to be maintained to induce the 
maximum minibcr of banks to participate 
by increasing the cost of non-participaiion. 
Similarly, wc iiiiisi inaiiitam the parallel 
rccon.struciion of the obligations of the deb¬ 
tor country, associated with appropriate 
Fund programmes, to ensure that what the 
debtors pay to the Fund is moic than or 
equal to what the Fund pays to the banks. 
In this way, the essential structure of our 
scheme could be retained with all its positive 
results, but a inarkel-bascd procedure can 
be followed as desired. If the markets were 
n«l as imperleci as wc had assumed in our 
original construction, the amount of dis¬ 
counts passed on to the debtor country and 
the other consequent results may turn out 
to be not very different, 

Similarly, it there is a desire not to involve 
the IMF' 111 these transactions, even that can 
be accommodated without changing the 
structure of our appioach It would, hinvever, 
not be appiopriaie to replace the IMF'by the 
World Bank and expect the Rank to use its 
guarantee to back any bonds issued by the 
debtor country as has been suggested by 
some writers. The value ot that bond will 
not be any different from the one issued by 
the Fund or the Bank on its own. But the 
problem with the World Bank’s involvement 
in these issues is not only that it is not the 
appropriate institution for adjusting debt, 
other than financing investment, but also 
that the World Bank may find it difficult to 
differentiate these issues from its normal 
operations of raising money in the market 
for its own uses. On the other hand, it would 
be n^essary to involve some institution like 
the IMF, which can monitor the policies of 
the debtor country which is so essential for 
the improvement of its creditworthiness. 

If monitoring of policies of the debtor 
;ountry can be instituted through a ‘shadow 
programme’ of the Fund, results similar to 
our approach can be secured if the debtor 
country issues its own bond, but fully col¬ 
lateralised with its reserves A partial col¬ 
lateralisation, either of the principal or of 
the interest, would capture only partially the 
available market discount on the outstanding 
debts. If the debtor country has sufficient 
reserves, this can be done effectively except 
that the benefits of the discounts and sav¬ 
ings on interest and principal payments 
should be adjusted by the cost of using such 
reserves. If the country does not have such 
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reserves, ft will have to acqture (hem through' 
borrowing, either from the Fund or biiateml- 
ly from the creditor country governments 
and official institutions. If the reserves ate 
borrowed from the Fund, wc are ba^k to 
square one, as the Fund again assumes all 
the risk and in this case will have to provide 
money up front, while in our scheme it will 
only have to carry a contingent liability. If 
reserves are provided by the creditor coun¬ 
try governments, then also there has to be 
an actual budgetary appropriation. In ad¬ 
dition, a question may be raised as to 
whether this is the best method of using of¬ 
ficial development assistance, in which, 
however, Japan can play a crucial role 
Another way of providing for these 
reserves would be to use SDRs. Proposals 
have been made in the IMF Board by de 
Groote, de Maulde and Sengupta and which 
have been examined by the IMF staff, to ef¬ 
fect a post-allocation redistribution of 
SDRs. Recently, other proposals have been 
made by the International Institute of 
Finance and president Mitterrand of France. 
The de Groote and de Maulde proposals talk 
of the industrial countries surrendering their 
allocated SDRs to the IMF which can re¬ 
lend them to the developing countries for 
normal IMF type of programmes. This 
would be useful if the IMF were short of 
resources and SDRs were created and lent 
in a non-inflationary way. According to my 
proposal, the shares of industrial countries 
in an SDR allocation may be matched liy the 
creation of overdraft facilities for the 
developing countries, which would work like 
supplementary reserve assets for them. These 
could be used as reserves to meet temporary 
contingencies and reconstructed within a' 
period of three years. The logic of this pro¬ 
posal. as distinct from the earlier aid-linked 
SDR allocation proposals, is to differentiate 
it from a transfer of resources, and to con¬ 
fine it to be used as only reserve assets. If 
this is implemented, SDRs can be appro¬ 
priately used for collateralising the bonds 
issued by (he debtor countries to buy off 
their market debts. 

Notes 

fThc views expressed in (his papei are the per¬ 
sonal views of (he author.] 
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Social Movements and the Paradigm of 
Functional Analysis 

With Reference to the Non-Brahman Movement in Maharashtra 

M S Gore 

Adopting a largely deductive approach, the author, in the first part of this paper, examines the analytical status 
of the concept of a social movement and outlines some of the characteristics of the processual pattern we identify 
os a social movement. The second part of the paper seeks to gain an insight into the dynamics of the relationships 
of social movements to the social systems in which they arise, using the structural functional mode of enquiry 
and with substantive references to the non-brahman movement in Maharashtra. 


I 

WE often say movements are in the nature 
of a ‘process’ in society; but what is the 
nUure of the construct of ‘process’ in 
sociological theory? is a social process an 
element of ‘structure’? We may say that a 
process is a name we give to the continuing 
transactions or interactions that go on bet¬ 
ween individuals occupying certain role posi¬ 
tions in society. These roles arc basic 
elements of soci^ structure; the interactions 
between them are the processes of day-to- 
day social life. But, obviously, there is a dif¬ 
ference between a social movement conceiv¬ 
ed of as process and, say,' education or 
familial socialisation as process. The pro¬ 
cesses of interaction between a teacher and 
his student, which we call education, and the 
processes of interaction between parent and 
child, which we call socialisation or ‘up¬ 
bringing* are in the nature of continuing pro¬ 
cesses which go on in society all the time, 
though the generation of cohorts who are 
children today become parents in the next 
generation. We conceptualise 'socialisation' 
and ‘education’ as, in fact, the functions 
subserved by the institutionalised structures 
of family and the school. The process that 
we call a ‘social movement’ has apparently 
no such continuity in society and no iden- 
tiHable institutionalised structure—though 
every social movement has the potentiality 
of getting ‘institutionalised’. But here we use 
the word ‘institution’ in the sense of the 
crystallisation of an association and not in 
the sense of a basic social institution, such 
as family, religion or education. 

■yfet movements are not idiosyncratic events 
which just happen. They seem to be a recur¬ 
rent phenomenon in most large societies 
which have grown beyond the simple, localis¬ 
ed, tribal state. Speaking for India we seem 
to have a long history of movements of pro¬ 
test, dissent, reform or reassertion. In a 
country of our size we often have had several 
movements at the same time in different 
regions of the country, in different segments 
of society and seeking to achieve different 
goals. 

Vn movements are characterised by iden- 
tiHable patterns of behaviour. In fact, if 
there were no such identifiable patterns 
about social movements they could not be 


of interest to sociologists. As Rudolf 
Heberle, writing in the International En¬ 
cyclopaedia of Social Sciences, points out, 
movements are collective attempts to bring 
about a social change—or, as M S A Rao 
would point out, to prevent such change- 
in specific social institutions, or to create an 
entirely new social order. 

Movements as Mechanisms 

One possibility opens out with this ap¬ 
proach to conceptualising the ‘social func¬ 
tion’ subserved by ‘movements’ in society. 
Since movements are not accidental happen- 
mg.s, can ‘movements' be conceived as, what 
Merton calls, ‘mechanisms’? Such a mecha¬ 
nism, while it may not have the status of an 
institution, still has an identifiable social 
function to subserve, viz, the function of 
compelling social systems to face up to 
challenges ptised from time to time by 
changes in the techno-economic environ¬ 
ment, in the demographic structure, changes 
resulting from natural catastrophies or as 
secondary consequences of techno-economic 
environment, changes in political equations 
between groups within a society or between 
societies, or by changes in the realm of 
values resulting from cultural contact or 
cultural confrontation. The ‘consequences’ 
of movements may be ‘functional’, i e, sup¬ 
portive of the stability of an existing order, 
or ‘dysfunctional’, i c, tending to disturb that 
order. These consequences may be ‘pro¬ 
gressive’ or ‘regressive’ depending upon the 
value system of the observer. But movements 
have the consequence of raising questions 
about existing values and/or existing social 
arrangements. 

Behind the attribution of a social ‘func¬ 
tion’ to movements is an unstated premise, 
viz, that social systems are never in a state 
of complete equilibrium, not even dynamic 
equilibrium. One may only conceive of them 
as being in varying states of relative 
equilibrium. In the notion of equilibrium is 
involved a degree of consonance among the 
three major systems of action, viz, the social 
system, the personality system and the 
cultural system. There is, further, the notion 
of consonance between the geo-giaphical en¬ 
vironment, the level of technology, the stage 
of demographic growth and the social 


system. There is, still further, the concept of 
a mutuality of supportive exchanges between 
the major sub-systems of society—the eco¬ 
nomic, the familial, the stratificatory, the 
educational, the political, the religious, etc. 
At no stage can the exchanges, mutualities 
and consonances among these various 
systems, between the sociai system and the 
sub-systems and even within each sub-system 
be totally mutually supportive. Sinipe neither 
the geographical environment nor the level of 
technological development, nor the demo¬ 
graphic situation can be considered to re¬ 
main constant, the pattern of interactions 
between them and the social system cannot 
be constant over time. Movements seem to 
be ways—processes—through which the 
need for new patterns of behaviour, new pat¬ 
terns of relationships, new value systems 
expresses itself within the social system 
which for heuristic purposes we consider to 
be at a state of relative equilibrium. 

In this perspective there is the danger of 
reifying society. This has to be avoided. 
Society is no more a tangible entity than a 
social institution or even a social relation¬ 
ship. What we have are only transactions 
between human beings in which we identify 
patterns of expectations—culturally defined 
expectations—in terms of which human 
beings are trjnng to act or against which they 
rebel. Conflict and co-operation are both 
social facts. When conflicts begin to domi¬ 
nate we say the relative equilibrium is dis¬ 
turbed. But since conflicts always exist the 
potential for a movement to arise also exists. 

The other danger is of attributing of 
‘function’ to a structure or a process because 
it has been identified. It has to be stated, at 
the risk of sounding redundant, that in the 
Mertonian paradigm a ‘function’ is not im¬ 
puted to any behaviour just becausg a pat¬ 
tern has been identifled. Merton puts the 
burden on the analyst to show what ‘objec¬ 
tively verifiable* consequences a particular 
pattern of behaviour or pattern of interac¬ 
tion has for the contextual system for which 
the pattern is said to serve a function. He 
further makes it clear that the consequences 
mi^ be ‘supportive^, i e, strengthening the 
iarger system or may be ‘disruptive^ of the 
larger system. 

Viewed from this perspective; social move- 
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ments are not idiosyncratic events. Science 
can only study patterns, not idiosyncratic 
events. When erstwhile idiosyncratic events 
become amenable to scientific analysis what 
is discovered is patterned behaviour. The ex¬ 
ample that readily comes to mind in this 
contact is the psychoanalytic explanation 
provided by Freud of everyday events such 
as slips of tongue, momentary amnesia, stut¬ 
tering, inability to recall names, etc. Freud 
uncovered patterned psychodynamic activity 
that lay at the root of such behaviour or such 
deviance from expected behaviour. Similarly, 
a social movement need not be conceived of 
as indicative of breakdown or failure in the 
functioning of a society. It should be possi¬ 
ble to look at social movements as ‘patterns’ 
of socially meaningful behaviour which at 
the level of the larger society have objective 
consequences. Movements seem to be con¬ 
cerned with questioning or asserting live con¬ 
sonance between particular behaviour pat¬ 
terns or role-relations and an existing or 
newly recognised value framework. 

One reason for not regarding ‘movements’ 
as institutions is that, unlike the basic in¬ 
stitutions of family, education or religion, 
movements have no constant or continuing 
functions at the level of a substantive analy¬ 
sis. Though movements may be a recurrent 
phenomenon in a society, they do not have 
functional continuity. The ‘function’ that 
movements subserve has to be conceived of 
at a certain level of abstraction. In substan¬ 
tive terms different movements in a given 
society may be working in directions con¬ 
trary to one another—e g, the movement for 
achieving rational-secular values and the 
movement for arousing the ‘spiritual’ or 
‘transcendental’ consciousness of man. At 
the substantive level movements might be 
seen to seek to modify the value orientations 
and behaviour patterns of individuals in 
specific areas covered by the institutions of 
the family, education, religion, etc. 

But calling movements mechanisms rather 
than institutions has its own problems. 
‘Mechanisms’ are conceived of in the Mer- 
tonian paradigm, presumably, as subor¬ 
dinate systems of major institutions. Thus, 
for example, early marrii«e, marriage within 
caste and ‘arranged’ marriage could be con¬ 
sidered as mechanisms for reducing the 
potentiality of divergence and for subor¬ 
dinating the conjugal tie to the other rela¬ 
tionships within the joint family system. Or 
the appointment of external examiners, tne 
specifying of standard text-books, the main¬ 
tenance of absolute confidentiality regarding 
the identity of examiners and examinees may 
be considered mechanisms developed lo 
minimise the possibility of inter-collegiate 
rivalries, to maximise ‘objectivity’ in assess¬ 
ment and to assure the sti^ents that they will 
be asked questions in subjects and areas that 
they are supposed to have studied. These 
considerations become paramount in a 
system of education where teaching and 
evaluation are separated Bom each other and 
where the colleges teach and the universities 
examine. 


The Larcejr Value System 

What IS the larger system in terms of 
which social movements can be considered 
to function as mechanisms for raising the 
awareness of the need for change? Since in¬ 
dividual movements relate to different sub- 
system.s—the system of stratification, the 
system of education, the system of religion, 
etc—there is no single function that move¬ 
ments can be said to perform, unless move¬ 
ments can be said to perform a ‘function’ 
for the larger, the total, social system; This 
is the function of keeping the existing social 
arrangements under review in terms of a cer¬ 
tain value framework. This value framework 
may be new or it may be an existing value 
framework or one which has been lost sight 
of in the course of the history of that par¬ 
ticular socieij. 

Values provide an anchorage to all systems 
of action including the social system. They 
have a critical role to play in the personality 
system as well, lb say that values provide an 
anchorage or a constant point of reference 
to an action system—whether at the level of 
an individual or a society—does not mean 
that there is one value that dominates all ac¬ 
tions of an individual or all sub-systems of 
a society This cannot be. At the level of the 
individual he needs ‘security’ which is pro¬ 
vided to him by familistic and particularistic 
relationships. He also needs ‘opportunity’ 
and in this sphere, depending upon his loca¬ 
tion in the .social system, he may find the 
‘rational’ or universalistic value which em- 
phasKscs ‘merit’ or the particularistic value 
which emphasises ’status’ to be of benefit 
to him. \ policy of ‘protective discrimina¬ 
tion’ simultaneously recognises the univer¬ 
sal principle of equal opportunity to ail and 
the particularist principle of special oppor¬ 
tunity to particular groups because they are 
disadvantaged. 

It would seem that in every social system 
the universalistic and the particularistic 
values, the rationally-dominated and the 
effect-dominated relationships co-exist. 
Similarly the principle of human equality 
and the need for organisational hierarchy, 
the principle ofindividual freedom and the 
limits set by the concept of duty to relevant 
others simultaneously exist. The role of 
religion, ethics, law and the process of 
socialisation has been to define what value 
orientation should have primacy in which 
sphere of life. 

Despite the fact that societies are charac¬ 
terised by the simultaneous existence of a 
multiplicity of values—even conflicting 
values—sociologists seem to suggest that at 
a given time some value orientations pre¬ 
dominate over others and that there is a cer¬ 
tain correspondence between the level of 
technological development of a society and 
the over-arching value and social relation¬ 
ship nexus characteristic of that society. It 
is in this sense that sociologists have sug¬ 
gested that in the simpler societies the in¬ 
dividual is not free and that his relationships 
are mediated through his group affiliation 
in a particular family; caste or class; that 


relationships between individuals ^. 

ween groups are governed by notionk 
hereditary status than by contract; that th^ 
tend to be hierarchical rather than .. 

tarian; and that the world view is govern*#.,.,' 
by notions of the sacred rather than ky 
secular-rational considerations. In com¬ 
parison, the ‘modern’ societies are said Ks . 
be characterised by the notion of individual 
freedom, of equality and equal opportunity 
and the idea that human action should se^ 
legitimacy in reason rather than in religion. 

It is difficult to accept such a neat dichotomy . 
or a unilinear path of development for socie¬ 
ty. It is possible to argue that there was 
greater equality and greater individual ' 
freedom in tribal society than in feudid ' 
societies all over the world. But it is true that 
in the twentieth century individual freedom, 
equality and reason are accepted as the 
values in terms of which human relation¬ 
ships should be judged. It is in this context 
that the concepts of basic human rights and 
of social rights are propounded. The fact' 
that these values are accepted as a basis for 
organising social life is itself a consequence 
of several social movements and, in some 
cases, overt conflict involving violence. 

It would not be right to say that the values 
of freedom, equality and rationality of ac¬ 
tion are entirely new. But their meaning has 
undergone change and the areas of life in 
which they are considered' applicable have 
widened over the centuries. At the same 
time, life in a society necessarily imposes 
limitations on the freedom of the individual: 
if individual freedom is a value so is the . 
performance by an individual of the duties 
associated with the role or roles that he oc¬ 
cupies in life. While equality is a value, dif¬ 
ferentiation in rewards as related to effort 
and ability seems to be essential for the 
organisation of social life. As a result, it is 
not enough to state or to accept a particular 
value as a general principle. Its implications 
for the way people behave toward one 
another have to be spelt out. For example; 
in the contemporary world equality is ac¬ 
cepted as a major value and even the 
political constitutions of many countries in¬ 
corporate it as a goal or a directive prind- 
ple Equality normally is associated with the 
concept of equality of political rights and 
equality in access to economic opportunity, 
but equality has ramifications in nearly every 
sphere of social relationships—equality bet¬ 
ween husband and wife within the family, 
equality of treatment to one's children' 
without consideration of whether the child 
is a boy or a girl, equal opportunity to be 
born alive irrespective of the sex of the 
foetus, equality between men and women in 
social, civic and economic realms, equality 
of opportunity between persons of different 
strata or different ethnic groups in economic 
and civic rights, equality as niamfested in 
the structming of work relationslups, domi¬ 
nantly hierarchical or dominantiy coUeague- 
like, equality in the sphere of religion, ac¬ 
cess to places of worsMp, access to scriptural 
knowlet^ etc, etc. The ramifications of any 
value as a principle for ordering human rda- 
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Upnihips seem to be endless and each of 
tbem singly or in conjunction can serve as 
a basis for a movement. In our own society, 
social reformers have had to mobilise public 
opinion on women’s right to school educa¬ 
tion and then to college education, their 
right to property, right to lead a normal life 
in the event of widowhood, right to remarry, 
and now the right to work, the right to equal 
wages for equal work, the right to expect 
husband’s participation in household tasks, 
and so on. Initially, the arguments in favour 
of women’s education and widow remarriage 
were put forth by reformer.s as pleas for 
humane treatment of women and young 
girls. The concept of the right to equal treat¬ 
ment or the right to equal opportunity is a 
recent development. There is a qualitative 
difference between the two. Yet both are 
social movements all the same. 

At Two Levels 

Social movements seem to act 
simultaneously at two levels—gaining legi¬ 
timacy for a new value system and seeking 
the reordering of relationships in different 
spheres of life in the light of the new value. 
Often the enunciation of a new value by 
itself may not meet with resistance, but the 
moment you atteiiq>t to incorporate the 
value as.a principle of ordering relationships 
in any sphere of life you disturb an existing 
pattern of exchanges between persons occu¬ 
pying specific roles. This is met with resis¬ 
tance—born, may be, only out of a general 
laziness and reluctance to change behaviour 
patterns or out of the threat posed by new 
relationships to an existing organisation of 
interests. Values are socially imbedded. For 
example, a value system of male dominance 
gives formal authority and certain privileges 
to the male within the family network as well 
as in the larger society. In traditional Indian 
society women were excluded from commu¬ 
nity dedsion-making processes, they were ex¬ 
cluded from formal religious instruction, 
they had to play subordinate roles within the 
family, they seemed to have more duties than 
rights, they were praised for devotion and 
self-abnegation, they would eat only after 
the males had been served and often they 
would get a lesser share of the food cooked 
in the family. In actual practice, in individual 
homes, women might exercise considerable 
influence but this would depend upon the 
‘hold’ they had over the dominant male in 
the family. The male enjoyed much greater 
persoiud freedom, greater participation in 
community affairs, and exercised greater for¬ 
mal authority within the household. At the 
personality 1^—in such a soci^y—women 
would tend to intmulise and, may be; idolise 
their dependence, their helplessness, their 
role as (Ejects of love and adoration, their 
claim to finer sensibilities, their freedom 
from the responsibility of earning a liveli¬ 
hood, and emphasise their role as mother, 
child-carers a:^ as good housemanagers. 
The male personality is built round the con- 
cqit of superior piqnical strength, superior 
knowledge of the outside wmrid, superiority 


in occupational skill and the idsility to earn 
a livelihood. An attack against the value 
system of male dominance threatens at one 
level the material privilege.s of the male and 
his authority in the family and at another 
it disturb.^ the core round which his per¬ 
sonality system is organised. It is not as 
though the change threatens only the male; 
it also threatens the female because she is 
required to change her self-perception, to 
give up the minor benefit of a culture which 
romanticised the female as a person who 
needed to be cared for, protected and sup¬ 
ported. Assumption of new roles and the 
responsibilities that go with it is not easy 
either for the potential ‘gainer’ or a poten¬ 
tial ‘loser’ from the acceptance of new 
values. Bernard Shaw is reported to have 
said: “Unless woman repudiates her woman¬ 
liness, her duty to her husband, to her 
children, to society, to law and to everyone 
but herself, she cannot emancipate herself’ 
Why should such repudiation be difficult? 
There is, of course, the fear of reprisal from 
the male world, but what Shaw had in mind 
was probably the equally difficult task 
woman would face in defining new roles for 
her.self. new motivations and newer patterns 
of emotional expectations and fulfilments. 

Wc have noted earlier that social move¬ 
ments have to act simultaneously at two 
Icvehs—gaining legitimacy for a new value 
system and seeking reordering of relation¬ 
ships in one or more spheres of life in the’ 
light of the new values. We now see that in 
the reordering of relationships two levels of 
adjustment are involved. Social movements 
pose problems at both the levels—the level 
of material transactions and the level of 
emotional transactions. One would imagine 
that in primary groups and primary relation¬ 
ships the problem of changing the nature of 
emotional transactions is as great as the pro¬ 
blem of changing the pattern of material 
transactions. But even in secondary groups 
and secondary relationships the two levels 
of adjustment and redefinitions are involv¬ 
ed, though in secondary relationships the 
gains and losses resulting from projected 
change at the level of material transactions 
might assume greater primacy. The assertion 
that the ‘deprived’ groups has nothing to lose 
except its shackles as a result of a proposed 
change is more meaningful in this context. 
Ideologies which inspire and govern social 
movnnents seem to focus largely on the pro¬ 
jected gains or losses at the level of material 
exchanges and assume implicitly or explicitly 
that the emotional exchanges are a secon¬ 
dary or subordinate system of exchanges 
which will readjust in course of time. 

Stratificatory Differentiations 

Just as there is a multiplicity of values 
prevalent in any society at ai^ point of time; 
there is also a multiplicity of groups in all 
large societies which may be distinguished 
from one another in terms of ethnic criteria 
like language, race, religion, etc, or in terms 
of social stratificatory criteria of more or 
less access to wealth, social status and 


political power. While universalistic values 
would require that individuals interact with 
each other directly in terms of their needs 
and capabilities, they often interact with 
each other as members of specific identity 
groups—cither primary groups like the fami¬ 
ly or social stratificatory and ethnic groups 
of which they are members. These groups 
give the individual his sense of identity and 
often serve to give him a preferential access 
to special opportunities of upward mobility, 
material gain or political clout. In modern 
societies such channelling of opportunities 
through informal group membership is con¬ 
sidered not legitimate, but it exists. Political 
and economic interests of individuals tend 
to get organised in terms of their member¬ 
ships of ethnic or social stratificatory 
groups. Often the ethnic groupings them¬ 
selves become a part of the social strati¬ 
ficatory system. 

in the context of a discussion of social 
movements these ethnic and stratificatory 
differentiations assume critical significance 
since, despite internal variations, they begin 
to function as solidary interest groups. When 
social movements challenge an existing 
system of relationships and exchanges we ex¬ 
pect that individuals in the society will 
perceive these changes in terms of how they 
arc likely to affect them individually. They 
do so perceive them but often their percep¬ 
tion is influenced by the interpretation put 
on these changes by the interest groups of 
which they are members. Sometimes these 
interest groups are formally organised enti¬ 
ties like chambers of commerce or trade 
unions or ‘mahasanghs’ and ‘majlises’ of 
particular communities. The economic pre¬ 
ferences of the chambers and unions are ex¬ 
plicit. The economic philosophies of the 
‘mahasanghs’ and ‘majlises’ are covert. 
Similarly, the social and religious philoso¬ 
phies of the mahasanghs and majlises are 
explicit whereas those of the chambers and 
unions are covert. 

These elements introduce a degree of 
uncertainty in how particular individuals 
and groups will align themselves in respect 
of particular movements. But, it is clear, the 
interest group members partially account for 
the differential appeal of movements to in¬ 
dividuals in a society. In this it is not the 
substantive message of the movment to in¬ 
dividuals in a society but how it is perceived 
by the intermediary groups that becomes 
critically important. 

Our discussion so far has thrown up the 
following points: 

(1) Fbilowing Heberle, we may begin by 
describing social movements as “a wide 
variety of collective attempts to bring about 
a change in social institutions or to create 
an entirely new social order’’. 

(2) But social movements are not chance 
happenings. Hiey are recurrent patterns. 

(3) Social movements involve changes in 
value systems as well as changes in . social 
relationships in one or more segments of 
social life. The emphasis on valum is impor¬ 
tant. because values provide or raise ques- 
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tions about the legitimacy of existing 
practices. 

(4) The changes in social relationships, in 
turn, imply changes at the level of material 
t/ansactions as well as emotional transac¬ 
tions, though ideologies governing move¬ 
ments often tend to focus primarily on 
changes in material transactions. This is par¬ 
ticularly true where movements arc related 
to conflicts of interests between social 
groups. 

In continuation of the above, I will make 
a few additional observations without 
elaborating them. They will serve to further 
describe the characteristic of movements as 
social patterns. 

(5) The attempt to canvass new values, new 
relationships, new subjective motivational 
patterns results in the emergence of a situa¬ 
tion of varying degrees of confrontation or 
conflict since any existing system of relation¬ 
ships has proved to be advantageous to some 
section, some groups or some stratum of the 
population. The attempt to change values 
and relationships results in the division of 
members of a society into followers, poten¬ 
tial opponents, and uninterested and unaf¬ 
fected onlookers. The 'potential' followers 
or ‘potential’ opponents arc those whose 
material interests should normally align 
them with one of the antagonist groups but 
who choose to sit on the fence or are 
prevented-from taking an overt position by 
the peculiarities of their social position. 

(6) Most movements seem to succeed only 
partially and sometimes only superficially; 

(i) The success may be partial in the .sense 
that some objectives of the movement 
are attained while others are not. 
Movements may be inspired by a 
relatively integrated value system but 
diverse specific objectives relating to 
different segments of social lift Not all 
the different objectives may be attained, 
e g, the women’s movement may achieve 
its objective in the area of gaining fran¬ 
chise, but to a lesser degree in the 
economic and educational spheres and 
least in the sphere of domestic roles. 

(ii) The success may be partial in the sense 
that of the potential beneficiaries on 
whose behalf a movement is launched 
only a varying porportion are mobilised 
as its members, e g, the women’s move¬ 
ment may gain greater support from 
among urban, educated, younger 
women than among older, un^ucated 
and rural women. 

(iii) The success may be partial in the sense 
that the movement may lead to unan¬ 
ticipated consequences which defeat its 
original goals, e g, the rural co-opera¬ 
tive movement which may serve the in¬ 
terests of the larger farmer rather than 
the small faumer in who.se name it 
started. 

(7) Movements may end 

(i) because, they succeed in attaining th«r 
specific end, e g, the nationalist 
movements in countries which have 
since attained their independence 

(ii) because they have over a period of time 
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become parts of Other larger move¬ 
ments, e g, the many smaller reformist 
movements which became part of the 
nationalist movement. 

(iii) because they have ceased to be rele¬ 
vant/attractive in a changed social con¬ 
text, e g. the Theosophical Movement 
or the Prarthana SamaJ Movement in 
Maharashtra. 

(iv) because they lose out in competition 
with other movements with similar 
aims. 

(v) because they are crushed by the 
establishment. 

(8) Movements, over time, need to develop 
organisational structures with defined loci 
of authority and channels of communica¬ 
tions. This is one aspect of the process of 
institutionalisation of a movement. 

(9) The first leader or leaders of move¬ 
ments exercise a measure of charismatic 
authoiity over the followers. Institutionalisa¬ 
tion of charisma is another aspect of the in¬ 
stitutionalisation of a movement. Charisma 
IS said to have become institutionalised when 
it attaches to an office or position in the 
oiganisation and not to an individual in his 
own right. 

(10) Movements which last long and 
become institutionalised stand to lose their 
innovativeness or their interest in pursuing 
change. 

(11) Such movements soon find themselves 
defending their ‘doctrine’ and the ‘ritual’ 
against heresies within their own following. 

II 

In the first part of this paper we focused 
on examining the analytical status of the 
concept of a social movement and outlined 
some of the characteristics of the proccssual 
pattern that we identify as a social move¬ 
ment. Our approach has been largely deduc¬ 
tive. We have not gained any insight into the 
dynamics of the relationships of social 
movements to the social systems in which 
they arise. It is my submission that the struc¬ 
tural functional mode of inquiry should pro¬ 
ve helpful in gaining such an insight. In at¬ 
tempting this I will move freely from the 
Mertonian paradigm to my own list of 
questions—what I have called the Protocol 
of Observations ih the study of social 
movements. I have used the non-brahman 
movement in Maharashtra for my substan¬ 
tive references. 

The first point in the Mertonian paradigm 
is to identify the item to which functions are 
imputed. According to Merton the basic re¬ 
quirement of such identification is “that the 
object of analysis should be a standardised 
|i e, patterned and repetitive] item, such as 
socitil roles, institutional patterns, social pro¬ 
cesses, cultural pattern, culturally pattern¬ 
ed emotions, social norms, group organisa¬ 
tions, social structure, devices of social con¬ 
trol, etc”. We have discussed at some length 
the problems involved in regarding social 
movements as a standardised item. Social 
movements occur again and again in a socie¬ 
ty, but they are not a single continuous pro¬ 
cess. Besides, at the substantive level dif¬ 


ferent social movements seem to subsen*: 
different functions. We suggested that the 
functions subserved by the process of socW 
movements may be identified at.the level of 
the social system as a whole But at point 
4 in his paradigm, under the heading ‘Con¬ 
cept of the United Subserved by the Func¬ 
tion’, Merlon states categorically; It is not 
enough to state that functions are fulfilled 
lor ‘the society' as a whole. It is necessary 
to consider a range of units for which the 
item has designated consequences; indivi¬ 
duals in diverse statuses, sub-groups, the 
larger social system and culture systems. 
Such detailed specification is possible only 
at the level of analysis of a particular 
movement. 

In our present case, the item under 
analysis is the non-brahman movement of 
Maharashtra between 1873 and 1930. It was 
a movement of protest and assertion on 
behalf of the non-brahman castes against the 
religious, social and economic domination 
by the brahmans. The protest was against 
the value system which legitimised the super- 
ordination of the brahman as also against 
the many institutionalised processes of self¬ 
aggrandisement—through ascription of 
lower status in the religious ritual hierarchy 
to all non-brahmans, through a traditional 
denial to them of acce.ss to religious and, 
therefore, later to secular education, through 
discouragemeru of change of occupation 
and specifically discouragement of entry to 
white-collar occupations, etc The movement 
sought to question and negate the assump¬ 
tion and attribution of inequality of status 
based on birth and to assert the notion of 
quality of status and worth of all human be¬ 
ings and, therefore, the right to opportunity 
of education and upward social mobility 
through acquisition of knowledge and skills 
for white-collar occupations. Later, the 
movement sought to protect and promote 
the civic and political rights of the non¬ 
brahmans in an electoral polity, when it ap¬ 
peared that electoral franchise would be 
linked to educational qualifications and 
ownership of property. 

All these can be seen as motives or pur¬ 
poses or objectives of the particular social 
movement under discussion. But none of 
them can be considered to be a function— 
an objective consequence of the movement— 
n the sense in which we use the term func¬ 
tion when speaking of the institution of 
family, education or religion. The reason is 
that a social movement is not what Merton 
calls a ‘standardised’ item of the same con¬ 
ceptual status as social role or social institu¬ 
tion or even a normal ongoing social pro¬ 
cess. Therefore, it has no ongoing sodid 
functions, unless bringing about ‘changed in 
social relationships is itself considered a 
function, but ‘cha^ cannot be an ongoing 
function, except in relation to ‘society as a 
whole* viewed in a long-term perspective. 
This appears to be a problem in apfdying the 
Mertonian paradigm to the concept of soda! 
movement. 

Since a social movement is not a ‘standar¬ 
dised’ item and cannot, therefore, be im- 
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puted a sf^iflc function in relation to a 
specific unit, one cannot identify the spedfic 
Kinctiona] requirements for the functions of 
social movements to be fulfilled nor can one 
think of functional alternatives. 

On the other hand, if we conceive of 
Bodety-as-a-whole as the point of reference 
and if we conceive of social movements 
which are not ongoing but intermittent pro¬ 
cesses over time as the ‘item’ under obser¬ 
vation then the paradigm becomes appli¬ 
cable. The non-brahman movement or, at the 
analytical level, any social movement, can 
be said to have served the function of 
facilitating changes in value systems and 
social relationships for the larger system as 
a whole. Such ‘change’ is essential for any 
system to survive over time since the 
physical, technical-cultural context in which 
a society functions is itself undergoing 
change. One important difference in ‘func¬ 
tions’ imputed to an ongoing ‘standardised* 
item like, say, the family and ‘functions’ at¬ 
tributed to a movement is that while the ob¬ 
jective consequences of the family as an in¬ 
stitution are there to see, the consequences 
imputed to a particular social movement are 
only observable in retrospect. 

If we conceive of change or the facilitation 
of change in social relationships as an essen¬ 
tial social function then a ‘social movement’ 
can be viewed as one way in which such 
change may come about. One can think of 
natural cataclysmic events. Inter-societal 
wars, internal political revolutions as alter¬ 
native ways in which changes— sudden 
changes—may be brought about with or 
without the help of ‘social movements’. 
Viewed in this fashion ‘social movements’ 
are relatively ordered processes of seeking 
to bring about change through reform, dis¬ 
sent or protest in which violence may occur 
but violence is not the major instrumentality 
of bringing about change. A changed value 
context or a new value posit becomes the 
major legitimising factor in a social move¬ 
ment and not superior physical force as in 
the case of a war or a revolution. Usually, 
however, war or revolution brings about a 
change only in the coercive power centre of 
a society; such change will not necessarily 
extend to other parts of the social system, 
unless there is also a change in the value 
framework of society. 

In this sense, the emergence of a new value 
system or the perception of new values by 
at least a sizeable or significant minority is 
a ‘functional requirement’ for a social move¬ 
ment to emerge or succeed. Initial value 
change among a few is the pre-condition and 
the spread of the value change and beha- 
viound change is the consequence of a social 
movement. 

In the case of the non-brahman movement 
in Maharashtra the perception of new values 
was a consequence of the new education, in¬ 
troduced by the British which emphasised 
liberal philosophy and modern science, of 
the challenge posed by the evangelical and 
humanitarian activities of the Christian mis¬ 
sions, of the liberal value premises of some 
of the British administrators and educators, 
of the universalistic legal framework chat 


was sou^t to be created, and of the dazzl¬ 
ing achievements in industrial progress 
achieved by nineteenth century Britain. 

But the perception of new values was by 
itself not ^equate to have started the non¬ 
brahman movement. Admittedly, society in 
Maharashtra in the 18th and 19th centuries 
was guided by the norms of caste as in the 
rest of the country. But, unlike in other 
regions, in Maharashtra the brahman en¬ 
joyed not only superiority, but, under the 
Peshwas, the brahmans exercised considera¬ 
ble political and administrative authority as 
well. Numerically, they were a small minority 
of between 5 to 6 per cent of the popula¬ 
tion. Yet they ruled the religious, social and 
political life of the region. Politically they 
shared power with the Maratha princes and 
zamindars, economically they shared it with 
the money-lenders of Gujarat and Marwar 
origin, the Sheths, in the religious and 
educational spheres they had a near mono¬ 
poly of power except in respect of Muslims, 
Jains and Lingayats. Administratively, at the 
village level the brahman record-keeper, the 
Maratua patil, and the moneylender Sheth 
held the reins of power. But independent of 
these various foci of power, the major social 
hierarchy of Maharashtra was dichotomous— 
brahmans and the rest, whom the brahmans 
considered shudras. 

Protocol of Observations 

The Mertonian paradigm has to be sup¬ 
plemented by a detailed protocol of obser¬ 
vations so as to probe and understanding the 
social-political dynamics of a movement. I 
have listed some of the questions that sug¬ 
gested themselves to me in the course of my 
effort to understand the nop-brahman move¬ 
ment. 1 will proceed to list and answer these 
questions and at points show their linkage 
to the paradigm of functional analysis. The 
questions are probably relevant only in 
understanding a movement of protest involv¬ 
ing status mobility. 

Question J: What are the conditions or 
change of conditions in society under which 
an existing deprivation or a new deprivation 
becomes visible to a deprived group? 

Brahman dominance in the political 
sphere had characterised Maharashtra socie¬ 
ty at least for a hundred years; even other¬ 
wise the religious and ritualistic high status 
of the brahmans was a part of the Hindu 
social ethos. It cannot be said that there was 
altogether no resentment against the brahman 
prior to the emergence of the non-brahman 
movement. In folklore and in proverbs there 
was a caricaturing of the brahmans as of 
other caste groups including the trader- 
moneylender, the village-patil and even some 
of humbler service giving castes. But by and 
large the political power of the brahman 
peshwa had to depend on the consent and 
the willing support of the Maratha chieftains 
and at the village level the brahman’s actions 
were supervised by the village panchayat. 
What happened during early British rule was 
that enough the brahman ceased to hold 
political office he gained entry to most lower 
bureaucratic posts, to the urban professions 


of medicine and law, and dipveloped an 
almost monopolistic hold over the newly 
established schooling system which controll¬ 
ed access to government jobs and the learned 
professions. The village kulkarni—the 
brahman record-keeper—could exploit his 
position whenever land disputes arose. His 
evidence becaipc critically important when 
the role of the village panchayat became 
subordinated to the formal judiciary whose 
ways of functioning were alien to the culti¬ 
vator. As a result, the loss of formal political 
power was more than compensated in the 
case of the brahman by his rise as an 
educated administrator-professional elite. 

This change in the objective situation was 
the context in which the liberal values of 
human worth and equality reached some of 
the non-brahman groups—through the 
evangelical activities of Christian missions, 
through Christian mission schools which en¬ 
couraged children of all caste groups to join 
schools and, not least, through the reformist 
activities of some of the brahmans them¬ 
selves who had been influenced by western 
liberal thought. 

At the same time, a few of the backward 
castes not attached to land as cultivators 
were drawn to the urban areas tp meet the 
demand for construction workers, contrac¬ 
tors, industrial workers, labour contractors 
and small traders. These individuals had ex¬ 
perienced relative upward mobility; some of 
them who were road and construction con¬ 
tractors supported the idea of promoting 
education among those castes which tradi¬ 
tionally did not send their children to school. 
They offered scholarships to young boys 
who wished to pursue high school education. 
Urban contact and the expo.surc to the new 
world of opportunity made them receptive 
to the new values. One final point about the 
post-1818 situation in Maharashtra was the 
presence of a political power which did not 
need to legitimise its actions in terms of the 
Hindu ethic. Such a power could function 
independently and could take on the role of 
a higher court of appeal in disputes between 
caste groups. The role of this third party 
became critically important in the last phase 
of the non-brahman movement when the 
issue of protecting the political interests of 
minority and backward caste groups came 
to the fore. 

This broadly is the changed social context 
in which their state of deprivation became 
more pointedly visible to a segment of the 
deprived population. 

Question 2: Which are the groups that 
benefit by an existing set of social relation¬ 
ships? Correspondingly, which are the 
groups that suffer deprivation as a Rsult of 
these relationship? And which of these lat¬ 
ter groups become first aware of this depri¬ 
vation sufficiently to wish to do something 
about it? Why this group rather than or 
more than others? Are there sections of the 
dominant group who also see the need for 
change in the situation which is otherwise 
beneficial to them? What is the source of 
their motivation? 

As stated above, it was a non-land-linked 
migrant urban group that became receptive 


932 


Economic and Political Weekly April 29< 19^ 



to new ideas and became sensitised to their 
own deprivation, in the case of Maharashtra, 
this group consisted of malis—drawn from 
within Maharashtra as also those who came 
from Andhra—and the kamathis. The malis 
and kamathis were among the first sub¬ 
contractors: they had accumulated the 
surplus necessary for them to support new 
reformist and educational movements. They 
were supported by the socially superior tradi¬ 
tional trading castes of Jains and I ingayats 
and also by the traditionally literate white 
coUar but non-brahiban caste of kayasthas 
who like the other non-brahmans were stig¬ 
matised as ‘shudras* by the brahmans ot 
Maharashtra. 

At the same time, as mentioned in passing 
above, there were some brahmans who 
strongly pleaded for the adoption of the new 
liberal value system and argued for the 
education and amelioration of the condi¬ 
tions of deprived groups—women and the 
shudras. What accounts for their advocacy 
of change is not clear. It would seem that 
in their case the explanation for their 
motivation and action lies in the personality 
system and not in the assumption of any in¬ 
terest group affiliation. It is also possible to 
aigue that within limits ideas have their own 
dynamic and at times they break across the 
notion of closed interest groups. The impor¬ 
tance of this group of brahman reformers, 
for our analysis, is that their preparatory 
work provided legitimacy to the efforts of 
the non-brahman reformers. 

One notices a difference in attitudes and 
the stances of persons drawn from these two 
different status groups. The brahman pro¬ 
changers were primarily reformers and 
altruists. The initiators of change from 
among the ‘shudras’ soon assumed rebel¬ 
lious and confrontationist attitudes. At the 
beginning of the non-brahman movement, 
Jotiba Phule himself engaged largely in 
reformist and service activity. At this point, 
he had brahman friends as his close colla¬ 
borators. Later, when he took on a more 
militant stance, and established the Satya- 
shodhak Samaj, he allowed his brahman 
supporters to be sympathisers, but not 
members, of the Samaj. 

This raises an important question a^ut 
the assumption of a homogeneity of inte¬ 
rests—homogeneity of outlook and homo¬ 
geneity of interest—among different groups 
participating in a movement. 

Queslion 3: What is the degree of interest 
or status homogeneity or heterogeneity in 
the deprived (and, by implication, in the 
dominant) groups? 

One often assumes that the proponents of 
change and those who oppose it are two 
clearly separable homogeneous entities. This 
is rarely the case. In fact, a commoii pro¬ 
blem most leaders of movements face is one 
of holding together a variety of groups with 
different identities and often mutually 
divergent interests in the fight against ‘a 
common enemy’—the establishment. It is im¬ 
portant for the leader to portray the oppo¬ 
nent to his followers as one solidary interest 
group and also to present to the opponent 
an ima ge of his followers as a solidary group 


united in interest and purpose A sociologist 
studying a movement must however be sen¬ 
sitive to the possibility that such a unity of 
interest does not characterise either the 
establishment or the proponents of change 

The brahmans who constituted the highest 
stratum in the Maharashtra social hierarchy 
were themselves not one homogeneous 
group. There were at least four major sub¬ 
groups among brahmans—the Chitpavans, 
the Karhadas, the Saraswats, and the 
Deshastlias—and each of them considered 
them.selves superior, purer or in some way 
specially gifted. The Chitpavans—from 
among whom the Peshwas arose—exercised 
considerable power, but the Deshasthas tend¬ 
ed to look upon them as upstarts and upon 
themselves as the real repositories of 
brahinanic knowledge and practice. Yet from 
the bottom of the hierarchy, the brahmans 
probably appeared a monolithic group of 
high ritual status. From the top of the hierar¬ 
chy, the brahmans tended to look at all the 
other castes as shudras. They did not always 
accept the rights of the Marathas to be con¬ 
sidered kshatriyas—the twice-born varna 
group. They did not recognise the claim of 
Marathas to Vedic rites as different from the 
puranic rites at the various religious 
ceremonies in their homes. 

But the self-image of the non-brahman 
castes was not as undifferentiated as the 
brahman's image of them. They were divided 
into over a hundred castes and suh-castes 
which—despite some areas of ambiguity-- 
were grouped into a hierarchy. The kayas- 
tlias, the daivadnyas and a few others, while 
not brahmans, had maintained a tradition 
of sanskrilic learning. They could not per¬ 
form priestly functions and could not teach 
religious texts, but becau.se of their access 
to learning they maintained a certain prox¬ 
imity to the brahmans, served in clerical and 
bureaucratic positions. Particularly, after the 
advent of British rule the kayastha prabhus 
and the pathare prabhus came to occupy 
high status positions in the bureaucracy and 
the professions and vied with the brahmans. 

The Marathas and the kunabis were land¬ 
owning and cultivating castes. The 
Maratha.s, from among whom Shivaji had 
arisen, regarded themselves as the kshatriyas 
of Maharashtra, claimed a lineage from the 
Rajput princely families and looked down 
upon the other castes as shudras. 

Maharashtra did not have a prosperous 
vaishya caste: the local vanis were small 
traders and shopkeepers who also practised 
agriculture. There were none among them 
who achieved the status of large traders and 
bankers. The trading, banking and money- 
lending functions were largely performed by 
the baniyas who came from Gujarat and 
Rajasthan. There were also a few rich 
brahman families which engaged in large- 
scale banking—particularly among those 
who served as bankers to the Peshwas and 
financed their military forays. 

Below the Marathas and kunabis, the 
major caste groups in Maharashtra were the 
many artisan and service giving castes and, 
finally, the untouchable castes. Of these the 


artisan and service giving castes wkreiMk 
bound to the land in the same wqr as Ite 
untouchable castes were. The latter were 
often bound by hereditary obligations to 
work on the lands of the rural gentry: the 
artisan castes were relatively free thou^ they 
might cultivate their own lands ana occa¬ 
sionally also work as tenant farmers on the 
lands of the large Maratha and kunobi 
farmers. 

Thus, the non-brahmans did not con¬ 
stitute a single homogenmus interest group. 
The Marathas and kunabis were separate 
by an ambiguous dividing line and the poor 
Marathas and the rich kunabis intermanied, 
though all the rich peasants, jagirdart and 
princely families vied with each other in 
claiming Maratha-kshatriya identity. Their 
image of themselves vvas that, like brahmans, 
they were part of the original Aryan fold. 
They were proud of their Vedic and Sans- 
kritic cultural heritage It did not matter that 
the claims of the Maharashtra brahmans to 
belong to the original Aryan stock must 
themselves be considered of doubtful validi¬ 
ty. What is important in these matters is not 
historical reality but the self-image and the 
sen.se of identity of each group. 

The non-brahman Hindus of Maharashtra 
-ere not a homogeneous group. Apart from 
the Hindu non-brahman castes, there were 
also the Jains and Lingayats who, though 
not Hindus in a strict sense, were still a part 
of the caste-structure of Maharashtra. They 
aligned themselves with the non-brahmans 
but they had a separate identity. 

The heterogeneity of the deprived (as idso 
the dominant group) should be expected to 
intlucnce the course of a movement. 
Queition 4: What are the characteristics of 
the persons who first articulate their sense- 
of deprivation? What, if any, are the special 
factors that facilitate their greater capacity 
to observe and articulate their grievances or 
even to convert an existing deprivation into 
a grievance? What are the characteristics of 
the ‘dominant’ sections who want change? 

As has already been stated above; the fint 
persons from among the non-brahmans who 
initiated the movement in the last quarter 
of the 19th century came from the mail casta 
They were urban resident, involved in the 
newly developing economy but not a part of 
the bureaucratic elite They had some educa¬ 
tion up to the secondary school level and one 
or two of them had qualified to be a doctor 
and a lawyer. The most articulate of them, 
Jotirao Phule, who provided leadership in 
the first instance had close friends among 
the brahman caste, had the opportunity to 
be educated in a mission school, and had 
the ability and the inclination to think on 
fundamental questions of religion, social 
philosophy and the nature of economic rela¬ 
tionships between the white collar elite and 
the bureaucracy on the one hand and the mt 
of the population on the other. He also had 
the ability to see beyond particular incidents 
and raise issues at a more generalised level 
of values guiding human behaviour. He had 
been influenced by liberal thought and by 
the writings of the American writer Thomas 
Paine. During and immediately after his 
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school days he spent considerable time in 
discussing with his brahman friends ques¬ 
tions of liberal philosophy and the need to 
bring about change through the spread of 
education among the lower castes, the un¬ 
touchables and among young girls. 

Initially, he had the necessary leisure to 
engage in public work because his father, 
while not rich, was a person of sufficient 
means to educate him, later he supported 
himself by working for some years as a 
teacher in a Christian mission school and 
still later by working intermittently as a sub¬ 
contractor in the newly developing construc¬ 
tion work in and around Pune. When he 
turned from ameliorative and educational 
work to militant anti-brahmanism he was 
supported in his work by the well-to-do 
members of his caste who had come to ap¬ 
preciate his public spirited activities and 
found in him a spokesman for their resent¬ 
ments against the dominance of brahmans. 

Of the brahmans who were among his 
first associates the only thing that can be 
said is that they were also influenced in their 
thinkiiig by the same western liberal thought. 
Like some of the other brahman reformers 
of their generation they were inspired by 
altruistic motives and collaborated with 
Phule in his work of spreading education 
among women and untouchables. 

Phule; as also his early brahman asso¬ 
ciates, had to brave criticism and opposition 
in their work. The opposition came both 
from the orthodox brahmans as also from 
members of the middle level non-brahman 
castes. Phulc^s own patents later cut off rela¬ 
tions with him under pressure of caste opi¬ 
nion to show their non-alignment with his 
sympathies and work for the untouchables. 

Question 5: What are the goals that the 
Teaders’ or the first awakened individuals 
set for their activity? What is the value 
framework in terms of which these goals are 
stated and legitimised? How does this 
framework rdate to the ousting (traditional) 
framework of values and interest organisa¬ 
tion in society? What is the relationship of 
the deprived ‘rM’ leaders to the dominant 
‘reformist’ leaders? 

Phule’s active life had two distinct 
phases—the educationist-reformist phase 
and the activist, rebellious, phase. The value 
framework was provided Iv the liberal value 
of the bask equality of all human beings and 
their right to equal opportunity. Education, 
both KdK>ol education and education of the 
general public; were initially regarded as the 
effective means of communicating this new 
value framework. The assertion of equality 
of all human beings ran counter to the tradi¬ 
tional valtM fnunework of the caste system 
assertion of equality potentially threa¬ 
tened the traditional, caste-based superiority 
of the brahmans as ^so the special position 
they had secured for themsdves under the 
British by bdng the first to utilise the op¬ 
portunity for education. At this stag^ educa¬ 
tion was not only a means of broadening 
one^s mind, but a necessary means of gain¬ 
ing economic security and social mobility. 

At Phule progressed in his work and at 
hit own thinking clarified itself he moved 


from a reformist to a confromationist posi¬ 
tion. The opposition from the traditionalist 
brahmans as also from the educated enligh¬ 
tened brahman.s who feared that Phule’s 
movement would adversely affect Indian na¬ 
tionalist solidarity embittered Phule. He 
took an openly anti-brahman stand and 
wrote and spoke extensively about how the 
brahmans defrauded the ignorant ‘shudras’. 

Further, he developed a special ideology 
based on his concept that all the non- 
brahman castes of Maharashtra were des¬ 
cended from the non-Aryan, original in¬ 
habitants who owed allegiance to the 
mythical king Bali, who had been deceived 
by the Aryan god Vishnu (in the form of the 
dwarf Vaman) into parting with his 
kingdom. 

Jotirao sought to establish a way of life 
in which the brahman would not be required 
to officiate at any of the economies or rites 
of passage. He tried toward the end of his 
life to establish a separate religious identity 
for all the non-brahmans. The effort was to 
emphasise the separate and common iden¬ 
tity of all the non-brahmans as in fact be¬ 
ing of non-Aryan descent. He was emphatic 
in rejecting any association with the upper 
caste led reformist movements like the Arya 
Samaj and the Prarthana Samaj because 
they accepted the sanctity of the Vedas 
though they denied the caste system. 

During Phillis life-time he insisted that 
his movement should remain apolitical and 
focus primarily on religious and cultural 
goals. 

Question 6: Which of the several deprived 
groups respond to the articulation of new 
values and show a readiness to act? 

As mentioned earlier, among the first to 
follow Phule’s lead were the urban resident 
non-brahmans of the mid^e and lower caste 
origin, not the Marathas at one end nor the 
untouchables at the other. The urban, 
educated Maratha was too conscious of his 
kshatriya identity to find Phule’s formula¬ 
tion of non-Aryan identity attractive. In the 
rural areas where the movement spread at 
a latter stage it gained following among the 
kunabi cultivators caste and the artisan 
castes. The untouchable castes had not yet 
developed an active leadership of their own 
and while some of the untouchables bene¬ 
fited by Phul^s educational activity, they 
were generally not among his co-workers. 

In the second (Kolhapur) phase of the 
Satyashodhak movement the leadership of 
the movement was picked up by some of the 
upper strata of the non-brahmiui castes, viz, 
the Marathas, Jains and Lingayats. But by 
this time the emphasis of the movement 
gradually began to shift from the cultural- 
religious sphere to the political. Particular¬ 
ly after 1915 these upper straU among the 
non-brahmans—having benefited by the op¬ 
portunities for education and employment 
provided by Cbbatrapati Shahu—began to 
see new opportunities in doctoral politics. 

The new leaders emphasised the anti¬ 
brahman core of the movement, de-em- 
phasised the non-Aryan identity issue and 
while they sympathise with the cause of un¬ 
touchables, th9 did not alw^rs find it possi¬ 


ble to live up to the value pramiw ai equal 
sutus for the untouchables. 

Question 7: Are the goals of the movement 
finite and such as can be adiievcd within the 
existing system of relationships or are they 
suted universally in terms of freedom and 
equality? 

The non-brahman movement had both 
long-term cultural goals of equality and a 
new definition of sodal rdationihips as also 
proximate goals of wresting greater 
economic and political opportunitiet for the 
non-brahmans in Mahaiiuhtra. From the 
first to the second phase the goal emphasis 
shifted. In a sense; the emphasis on preferen¬ 
tial opportunitiet for the non-brahmaiu to 
the exclusion of brahmaiu is a negation of 
the long-term goal of creating an ^alitarian 
society. But in most movements of the 
depri\^ groups retaining their identity as 
a deprived group becomes important; to the 
extent such identity is emphasised it creates 
a new vested interest and militates against 
the long-term goal. 

In retrospect, the non-brahitum movement 
in Maharashtra succeeded in achieving the 
proximate goal of expanding the social, 
econottuc and political opportunities at least 
for the upper strata of non-brahmans. The 
lower strata have been given some discri¬ 
minative protection, but they are far from 
sharing effective economic or political 
power. The caste system has altered in the 
sense that not many are bothered idmut the 
relative ritual hierarchy of castes, but the 
caste is still a meaningful basis of social and 
political mobilisation. 

Quation 8: What are the modalities used 
for motivating and mobilising ‘followers’? 
What are the social, contextual factors that 
determine the use of one set of modalities 
rather than another— e g, speeches, audio¬ 
visual or stage craft communication, jour¬ 
nalistic writing, satirical and pol^cal 
writing, use of cultural symbolism, action 
programmes like demonstrations, protests, 
agitations, etc. 

In the case of the non-brahman movement 
the modalities were dictated by three types 
of audience to which its message was diieded 
in the initial stages—the literate brahman 
caste against whom the movement was 
directed, the urban non-brahman literates 
and the rural ncm-literate non-bnhmaiu. For 
the first two categories the written message 
in the form of pamphlets, piagra, satirical 
skits, poems and detto t ed periodicals were 
the major media. For the rural ilUteiate 
audio-visual communication through recita¬ 
tion of songs, esuutment of plays, tamashas 
were the major media. Fersonal contact and 
lectures to smaU and huge groups were com¬ 
mon to both audiences. In course of time; 
as Jotiba’s ideas of a non-idolatrous, prkst- 
less religion become dearer, wedcly prayer 
meetings also became a part of the pro¬ 
gramme of contact. Of these media the 
periodical was the msjm’ tod of polemics 
.directly addressed to the opposition. 
Satirical pltqrs and poems wera primarily 
meant for the potential fdlowers and con- 
veru among the Mm-brahmans to bdaier the 
confidence of the non^irahmans and to SK- 
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plain by a discussion of current reality as 
also use of mythology how the brahmans ex¬ 
ploited the credulous, ignorant masses. 

But there was also a fourth audience 
which Phule and, even more particularly, the 
leaders of the second phase at the non¬ 
brahman movement addressed themselves. 
This audience consisted of the British 
bureaucracy. For them, Phule drafted memo¬ 
randa pleading for special educational facili¬ 
ties. At one stage he even used the occasion 
of the visit of the Duke of Connaught to 
make him dramatically eware of the im¬ 
poverished state of the peasantry by the 
mode of his dress. In a sense, this use of 
cultural symbolism anticipated Gandhi's 
waiting upon the British monarch dressed 
in a loin cloth and a shawl. Phule also used 
his nominated membership of the Pune 
municipality to voice his grievances and 
special pleas. 

1^ In the second stage, when the leadership 
of the mosement was taken over by the newly 
emerging .Maraiha and other intermediate 
caste young professionals, formal meetings, 
conferences, and an organised pblitical 
forum became the important media of com¬ 
municating the message. Curiously even 
caste-based conferences were used syste¬ 
matically to mobilise people for a casteless 
society. The message'of the abolition of all 
caste distinctions became secondary and the 
message of displacing the brahmans from 
exclusive privilege assumed primacy. 

Question 9: What are the differential 
postures adopted by the ‘reformist’ and ‘pro¬ 
test’ leaders? 

As mentioned earlier, at the beginning of 
his public life Phule was mainly a reformer 
and he sought to make a plea to the brahmans 
and other high castes on behalf of the 
deprived groups of women and untoucha- 

^ bles. His main plea was for expanding the 
opportunities of education for them. 

Later his stance changed and he used 
banter, polemic and satire for mobilising a 
following among the deprived; he opposed 
the religious reformist and nationalist causes 
that some of the elite leadership espoused, 
rejected the authority of Vedas, and .sought 
to create a separate religious-racial identity 
for his followers. 

In the second phase of the non-brahman 
movement sone of the Maratha leadership 
additionally used legislative council 
membership to promote the non-brahman 
cause. There were also occasions of direct 
confrontation in the form of rival Ganapati 
melas, street fights and libel cases fought out 
in law courts. 

Question 10: What is the degree of internal 
cohesion or conflict among the leaders and 
among the followers of a movement? How 
far can this be derived from the congruence 
or conflict of sub-group interests and how 
far can it be attributed to personality 
clashes? 

As stated above, the non-brahmans of 
Maharashtra were not a homogeneous group. 
While they could mobilise in common 
against the dominance of the brahmans, the 
economic interests of the different strata 
among the non-brahmans were not identical. 


In the very first stage of the non-brsdiman 
movement there were ideological differences 
on whether or not to disown Hindu/Aryan 
identity. Some of Phule’s close associates did 
not tike the idea of establishing a Siarvajanik 
Sathyadharma. Some of them after Phule’s 
death preferred to join the Arya Samaj. 

Another difference that emerged in the 
very first decade of the non-brahman move¬ 
ment was between the urban, industrial bias 
of Lokhande and the rural, agrarian bias of 
Bhalekar, two lieutenants of Phule. Some of 
the differences could have been due to an 
incipient rivalry between them, but they 
represented two different interest groups. 

In the second phase of the Maratha-Jain 
leadership differences emerged between the 
pio-British older leaders and the younger 
leaders who had begun to be influenced by 
Mahatma Gandhi and who saw the possibili¬ 
ty of non-brahmans occupying a meaningful 
po.sition in the nationalist movement within 
Maharashtra. 

Most conspicuous was the failure of the 
non-brahman movement to persuade the un¬ 
touchable castes to identify themselves with 
their movement The unlouchablc.s saw that 
their interests were safer in the hands of their 
own leader, Amhedkar. 

Question II: How do leaders of movements 
attempt to handle intra-followcr differences? 
How does this affect the process of goal ar¬ 
ticulation fiom time to time? What role does 
goal ambiguity play in the process of con¬ 
solidating the following? 

Aware of the stratum differences among 
the non-brahmans, Phule tried to build his 
movement on an ideology of a separate, all- 
inclusive identity for the non-brahmans— 
as former subjects of Baliraja, as shudras, 
as non-Aryans, as Satyashodhaks. He 
devoted considerable attention to the nega¬ 
tion of Maratha-kunabi differentiation and 
emphasised that Marathas and kunabis were 
of the same stock and that it was useless for 
Marathas to claim a superior kshatriya 
status. He said the Marathas and kunabis 
were both kshetnya, i e, land-based. 

During its later, the political, phase the 
economic objectives of the non-brahman 
movement—particularly the future of the te¬ 
nant farmer and fhe landless labourer—were 
kept ambiguous. When some of the non¬ 
brahman leaders sought to articulate the in¬ 
terests of the ryots as distinct from the in¬ 
terests of the large landlords it created rumbl¬ 
ings of discord within the non-brahman move¬ 
ment. The pro-poor peasant stand of Jedhe 
and Jawalkar was not acceptable to Bhaskar- 
rao Jedhe. Jawalkar’s efforts in the first 
phase of his career to mobilise industrial 
workers on a pronounced leftist ideology 
also created a dissent within the non¬ 
brahman movement. (As we are aware, the 
nationalist movement also soft-pedalled 
issues of differential economic interests of 
difterent segments of the congress following.) 

Efforts to de-emphasise economic interest 
issues, emphasise the larger ethnic affilia¬ 
tion, and the creation of large, all inclusive 
identities by using nebulous phrases like 
*Bali-rajya’ oi later ‘Ram-rajya’ are some of 
the ways in which leaders seem to try and 


cope with problems of intra-follower inteicM 
differences. 

Question 12: What are the consequences of 
intra-group differences for the organisation 
of the movement? How are the organisa¬ 
tional problems contained? How far does 
the social cont«l facilitate or constrain these 
reconciliatory efforts? 

One common consequence of intra-group 
interest differences is the ri.se ot incipient or 
pronounced factionalism. Occasionally, 
these factions may represent only personality 
conflicts, but often the clashing personalities 
find it expedient to assume leadership of one 
of the conflicting interest groups within the 
movement. The most common method of 
coping with internal conflict is to keep em¬ 
phasising the urgency of presenting a united 
from to the common enemy. Equally, the ex¬ 
tent of charisma exercised by the top leader 
on the generality of members, the projection 
of his image as the father figure, as some 
one who is above the smaller factional in¬ 
terests, becomes critically important in this 
context. Phule exercised such charisma in the 
first phase ot the movement, in the second 
phase the charisma of Chhatrapati Shahu 
played a critical role in keeping divergent 
groups together. 

At the national level, Gandhi staked on 
his charismatic appeal to the common man 
twice—once when he fasted to prevent the 
creation of a separate electorate for the un¬ 
touchables and later when he fasted to pre¬ 
vent the communal holocaust from spreading 
soon after independence. 

Question 13: What are the strategies adopted 
by the dominant group to cope with- 
movements of protest against them? 

Two types of situation could obtain in 
respect of social movements. In one, the 
group against which the protest is organis¬ 
ed is itself the power directly called upon to 
cope with it. In another case, there is a third 
outside power which is superior to the con¬ 
tending parties and is expected to act as the 
umpire, mediator or protector of the weaker 
section. The options available in either case 
have been list^ by Kautilya— sama, dana, 
danda, and bheda. 

Dominant groups try to adopt one of 
these strategies. Where there is no third party 
present, the dominant group may first try 
to suppress dissent or protest of any kind 
by u.se of its superior force. This is what the 
British did in 1857 and attempted to do in 
1919, 1931 and 1942. 

The brahmans were never in that position. 
Though ritually they regarded themselves at 
the top of the hierarchy, they ruled in the 
name of a Maratha king and depended on 
the collaboration of the Maratha members 
of the confederacy to maintain their political 
hold. Equally, the Maratha chiefs needed 
legitimacy of the tahwa office and piobdsiy 
preferred this confederate link to having an 
effective Maratha overlord. 

At any rate the brahmans were not in a 
position to suppress the non-bralunan move¬ 
ment in the 1870s. They initially ignored, 
laur ridiculed it by scoffing at Phulefs 
literary style, used their privil^ed portion 
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u the urban elite and as persons familiar 
with British legal procedures to check the 
movement by using the law of libel, tried to 
co-opt some of the Maratha leaders into the 
mainstream reformist and/or nationalist 
movements, or ostensibly agreed with the 
objectives of the movement but urged the 
necessity of gradual change 

The fact is that while the non-brahman 
movement posed a challenge—particularly 
in its second, the brahmanetar, phase—the 
nationalist movement gained in momentum 
and held an appeal to men of varied strata. 
The fact that on the death of Tilak the 
leadership of the nationalist movement 
shifted out of Pune and out of the strong¬ 
hold of the Pune brahmans helped a final 
rapprochement in which the young, educated 
Maratha leaders agreed to b^ome a part of 
the larger nationalist movement. The role 
played by leaders like N V Gadgil who spoke 
initially in ‘socialist’ terms, on the one hand, 
and nationalist Marathas like V R Shinde 
helped to bring Keshavrao Jedhe into the 
Congress. Also, with the exception of the 
Chhatrapati of Kolhapur, the other Maratha 
princes like the Gaikwad of Baroda, the 
Scindia of Gwalior and the Holkar of Indore 
did not identify themselves entirely with the 
non-brahman movement though they pro¬ 
moted education and social advancement of 
non-brahman youth. 

Question 14: Are there any genuine in¬ 
termediaries who help to bring about a 
rapprochement between adversaries? What 
is the role they play? Are these segments of 
the population not really involved in the con¬ 
flict implied by the movement? 

In the context of the nationalist .struggle 
against the British, individuals like Tej 
Bahadur Sapru occasionally played the role 
of intermediaries. Being an Indian it can¬ 
not be said that Sapru was not interested in 
the independence of the country. But at the 
particuiar point of time, the confronting fac¬ 
tions needed someone who was not wholly 
aligned with the nationalist movement or 
British rule and who yet enjoyed a reputa¬ 
tion for rectitude in public life. 

In the case of the non-brahman move¬ 
ment, V R Shinde, a Maratha, who was not 
a member of the brahmanetar party, who 
yet attended its meetings as an invitee, but 
who was firmly convinced of the priority of 
the nationalist movement, could be said to 
have played an intermediary role He certain¬ 
ly influenced three important men in the 
brahmanetar movement—Keshavrao Jedhe, 
Bhaurao Patil and Madhavrao Begal. He 
was a countapoise to the dominant in¬ 
fluence of Chhatrapati Shahu who largely 
influenced the non-brahmans to stay out of 
the nationalist movement. 

What accounts for Shinde’s own atti¬ 
tudes? His earlier commitment to the Prar- 
thana Samaj and the Brahma Samaj? His 
close contact with and regard for Bhan- 
darkar and N G Chandavarkar? >lis con¬ 
sciousness of kshatriya identity despite his 
strongly liberal religious convictions which 
even made him say once that he was a Bud¬ 
dhist? His admiration for Tilak’s courage 
and sacrifice for the nation despite his view 


that Tilak was socially a non-progressive? 
His admiration for the greatness of Mahatma 
Gandhi and his political leadership? It is dif¬ 
ficult to say. 

Question 15: Are there any self-appointed 
‘umpires' whose interests are also involved? 
What is the role they play? 

In the context of the non-brahman move¬ 
ment and the aspirations of the backward 
and minority comnr,unities, the British 
government often played the role of their 
protector. Up to a point the government or¬ 
chestrated the extent of ntremism that 
characterised the demands of these groups. 
In a sense, the minorities and special interest 
groups also used the British government to 
secure for themselves the best bargain they 
could drive. 

So far as the non-brahman movement in 
Maharashtra is concerned, the third-party 
role of the British government ceased to be 
of importance once the brahmanetar party 
had joined the Congress. 

But with reference to the scheduled castes 
and to a much greater degree in respect of 
Muslims, the British continued to play an 
important role up to the day of indepen¬ 
dence in finalising the terms. 

Question 16: Do movements show specific 
phases of beginning, mobilisation, institu¬ 
tionalisation and success or failure? 

One could impose such a conceptual 
framework on the non-brahman movement 
in Maharashtra. But its development took 
place in two phases at two points of time 
and there is an area of discontinuity in 
ideology and following between the Satya- 
shodhak Samaj phase and the 1910-1930 
revived Satyashodhak and later brahmanetar 
phase. The movement did develop some 
measure of institutionalisation in each of its 
two phases; but the life-span of the move¬ 
ment was short in both its phases. The move¬ 
ment attained its objective insofar as it 
facilitated the passing of political leadership 
in Maharashtra from the brahmans to the 
Marathas. 

Question 17: How does the success or failure 
of the movement affect the different 
segments of the erstwhile dominant and the 
erstwhile deprived groups? 

In Maharashtra, the brahmans have lost 
political clout, they still continue to enjoy 
a certain advantage in the areas of educa¬ 
tion and the urban professions. Unlike in 
Ikmil Nadu and Karnataka, the brahmans 
have not experienced a sense of active 
discrimination against them. Except during 
a brief period following the martyrdom of 
Mahatma Gandhi, there has been no active 
persecution of brahmans. Yet, brahmans 
have, by and large moved out of the villages 
into towns and cities. Among the non¬ 
brahman groups, the Marathas while in con¬ 
trol have had to accommodate to varying 
degrees the interests of the other, econo¬ 
mically weaker strata in rough proportion 
to their idurality in the population. Tte most 
articulate, aggrieved segmoit today seems to 
be the dalit though the other backward 
classes may also regard themsdves as not hiU 
beneficiaries or participants in the process 


of political and economic development. 

The protocol of questions and observa¬ 
tions that 1 had prepared for the sodological 
analysis of social movements tentatively ends 
here. The ordering of the questions as also 
the wording can probably be changed. Some 
new questions could be added as the need 
for further analytical insighu is lecognaed. 
The object was to identify what minimally 
might seem of significance to a sociologist. 

It is possible to say that what has been 
presented in Fart 1 and ftrt II of this paper 
is a rehash of what had been said in the 
earlier monograph on the Non-Brahman 
Movement of Maharashtra: An Essay in the 
Sociology of a Movement. It is, in a literai 
sense, a rehash—a reorganisation of the 
substantive material from a different pers¬ 
pective. In that monograph the movement 
of ideas was from the study of a particular 
movement to the evolution of a framework 
of analysis. 

In this paper the effort has been to see the 
linkages and variations of that framework 
and the Mertonian paradigm of functional 
analysis. In the first part of this papq* while 
examining the analytical status of the concept 
of social movement and again in Aurt II 
when we began to identify the item under 
analysis, the function it subserved and the 
system with reference to which the item 
could be said to perform the function, we 
experienced the need for modifying the con¬ 
cepts in some ways. Movements are standar¬ 
dised or repetitive patterns only when a par¬ 
ticular society is looked at in the perspec¬ 
tive of time—or, rather, a longer period of 
time. Movements are not repetitive in the 
same substantive sense in which other 
elements of social structure are. Also, func¬ 
tions can be imputed to movements only by 
hindsight unless we conceive of a generalised 
function of facilitating change in social rela¬ 
tionships in a continuing societal entity. If 
we attribute such a general fimetiem to social 
movements we can then conceive of func¬ 
tional alternatives to movements for achiev¬ 
ing the same end. And, finally, we saw that 
the structural requirements for social 
movements to lead to the objective conse¬ 
quence of change can only be identified in 
retrospect and stand in the danger of being 
ex-post-facto observations. 

Comparatively speaking, the concepts of 
structural context, structural constraints and 
the concept of subjective dispositions of ac¬ 
tors and the degree of variations introduc¬ 
ed in them by the location of the participants 
in the social system are conceit from the 
paradigm which are directly applicable to the 
study of movements. It is these concepts that 
are largely incorporated in the protocol of 
observations and to my mind they seem to 
give an understanding of the dynamics of 
a movement over time. 

For want of sufficient familiarity with 
othCT movements, this paper has mostly rea- 
tricted itself to answning the protocol Iv 
observations about the non-brahman move¬ 
ments of Maharashtra. lu usefulness wmdd 
have to be judged in how far it raises 
sociologically rdevant questions in studying 
other movements. 
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New Look at Rural Planning 

Sri Madhava Anhish 

After so much of effort and expenditure on rural development then is no little to show in terms of improve¬ 
ment in the rural economy. There is no sense of enthusiasm about development comparable to that generated 
in the early years of panchayati raj before it was crushed by petty political interests. The lack of public response 
does not indicate backwardness and apathy of the people, but that both the policies and their implementation- 
are not felt to be relevant to the people’s most essential needs. 

Against this background the government’s new plan for model district.^ raises hopes that the government may 
be ready to entertain new conceptual approaches to rural development, approaches they may be more relevant 
to the people’s specific needs. Are these expectations likely to be fulfilled? 


THE government’s new plan for model 
districts must be regarded as an official ad¬ 
mission that its rural development policies 
have failed to achieve the desired results. 
However, this new plan, and the govern 
ment's evident willingness to go on pouring 
croies of rupees into the rural areas, at least 
imply an awareness that it is imperative to 
find a solution. It also implies that the 
government may be ready to entertain new 
conceptual approaches to rural development 
(e g, the Karnataka government’s Compre¬ 
hensive Land Use Management Project 
(CLUMP)), approaches that may be more 
relevant to India’s specific needs than the 
present ones which are based on western 
economic theory. 

Unfortunately, the new District Plan for 
Almora (product in April 1988 by Desh 
Deepak Verma, district magistrate, Almora, 
in response to the central government’s selec¬ 
tion of Almora as one of the model districts 
for intensive development) shows no trace 
of any new thinking. It includes the usual 
pleas by line departments for more funds, 
as if all that the district needs is rapid com¬ 
pletion of current projects and more of the 
same sort. Nothing could be further from 
the truth. 

It is a matter for deep regret that after so 
much effort and expenditure there is so lit¬ 
tle to show in terms of impimement in the 
rural economy. With all the roads, bridges, 
electric power lines and water supplies and 
with dozens more programmes for poverty 
alleviation, etc, which together leave no 
aspect of rural life untouched, there is no 
sense of rural enthusiasm in development as 
a whole; nothing comparable to the enthu¬ 
siasm genersued in the early yetus of the pan- 
chayat rgj before it was crushed by petty 
political interests. In consequence; although 
career-oriented bureaucrats have to show 
zeal in fulfilling project targets, they cannot 
but feel frustn^ and depressed at the lack 
of public response. 

This lack of public response does not in¬ 
dicate the backwardness and apathy of the 
peoi^ Nor does it indicate that inogianune 
benefits are entirely lacking. It indicates that 
both the policies and their implementation 

are not fieh to be relevant to the people's most 

B fSCT tiai needs. This feeling is<fed back to 
the administrators as a lack of co-operative- 
ncss—the peasant’s inaiticulate response to 
unapproachaUe authority.' 

Indevant policies must fail to inspire a 
public readiness to co-operate. Co-operation 


depends on community poception of a shar¬ 
ed need, and on a system whereby satisfac¬ 
tion of the community’s need also satisfies 
the individual’s need. But there must also 
be a sense of participating in progress 
towards a transpersonal human goal. In the 
absence of opportunity for transpersonal en¬ 
thusiasm, there is nothing to mitigate the 
selfish drives of private greed. In conse¬ 
quence, both peasant and official cynically 
grab whatever monetary advantage they can 
get. Thus it can be seen that the irrelevance 
of policies is as much responsible for depart¬ 
mental corruption and the inflation of costs 
as is any natural propensity for dishonesty 
in the human race. 

Until planners and administrators come 
to terms with the specific characteristics of 
India’s rural economy, we can have no rural 
development plans which will effectively at¬ 
tack the roots of Indian-style rural poverty. 
The roots have to be identified. Details may 
vary from area to area, but the general pat¬ 
tern appears to be much the same through¬ 
out the country. 

Our planners and administrators, with 
their western-style education, have not suf¬ 
ficiently understood the fact that the health 
of the rural economy is founded on the 
natural wealth of the land in terms of its 
material productivity, and not on the 
economy’s purely monetary aspect. The 
natural wealth of the land is embodied in 
the productivity of of/the land; uncultivated 
land as much as cultivated land. The crucial 
importance of uncultivated land as the 
primary resource base of our rural popula¬ 
tion has to be emphasised, for it is necessary 
to combat the common illusion that the un¬ 
cultivated or ‘waste’ land is simply that part 
of the environment which needs refoiesta 
tion in the global interest in oxygen produc¬ 
tion. rainfall, water retention, soil conser¬ 
vation. wildlife and botanical species. All 
tnese factors are important enough, but the 
view leaves out of account the peculiarly 
Indian fact that our crowded rur^ popula¬ 
tion obtains most of its vital surviv^ needs 
from these uncultivated lands. 

For example, in the UP hills the un¬ 
cultivated lands produce all the fuelwood, 
building timber and wood for tools; building 
stones, slates and sand; they yield most of 
the fodder (and so milk and most of the 
manure for cultivation); all forest litter (used 
as cattle bedding and then as organic 
manure); bamboos and fibres (for baskets 
and ropes); and medicinal herbs; and they 


form the major part of catchments for the 
infiltration of rainwater to feed the hill 
springs. In the absence of organic inputs, 
rainfed hill agriculture cannot flourish, nor, 
in the long term, can the small percentage 
of irrigated land.^ This is as true for the 
new vegetable and fruit crops as it is for the 
traditional foodgrains. 

Thus, the state of uncultivated lands and 
the volume of their yields in relation to 
population numbers are surer indices of 
well-being in the hills than the people's cash 
incomes and the market values of timber, 
fodder, etc. The money now in the hands of 
hill families has not been generated in the 
hills—it comes from migrant earnings, 
departmental expenditure, and government 
handouts—so it reflects no improvement in 
the hill economy as such. 

All these materials are normally collected 
by family labour, without the intervention 
of money. Economists are justified in con¬ 
verting these materials into their monetary 
values for the purpose of comparison, but, 
when the sum of the values is found to be 
rather small, they commonly fall victim to 
the fallacy of treating this 'poverty' as a 
poverty of money, and not, as it should be, 
a poverty of resources. This then leads to 
economic policies for raising monetary in¬ 
comes, instead of policies for the restoration 
of yields from the depleted resource base. 

The uncultivated lands of the hills, in¬ 
cluding much of the Reserved Forests, are 
badly degenerated, yielding one and a half 
tonnes of fodder per hectare per year (dry 
matter) where up to twelve and a half ton¬ 
nes are possible. The degradation comes 
from failure to appreciate the effects of 
population increase. From a small popula¬ 
tion with much forest—so much that it was 
perceived as naturefs inexhaustible bounty— 
we now have a dense human and cattle 
population with small and diminishing 
forests—a situation which threatens the 
whole natural economy and the whole of 
human life in the hills.’ 

As the population increased, so did the 
cultivated area and the numb« of cattle; 
Since the uncultivated area of pasture and 
forest simultaneously decreased by a like 
amount, the demands on resources, parti¬ 
cularly on ftiel and fodder, rapicUy became 
excessive, with equally rapid d^erioration of 
the resource base. The situation was oiacer- 
bated by large-scale sales of timber and char¬ 
coal from village foresu in the effort to sur¬ 
vive. when locally produced food supplies 
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began to run short. The need for money then 
resulted in migration. This change in the 
situation called for a new form of manage¬ 
ment of the uncultivated land and, parti¬ 
cularly of cattle. Attempts to introduce these 
have largely failed, due to administrative 
lack of understanding of rural life styles.'* 

In the setting of the UP hills, and pro¬ 
bably in many other areas, the deterioration 
of the uncultivated lands, with steadily drop¬ 
ping yields of materials that are essential to 
rural life, can be taken as the most impor¬ 
tant component of rural poverty. However, 
the very deterioration of these lands gives 
them the greatest potential for improvement 
and makes their regeneration the fulcrum 
point for an attack on rural poverty. 

Most educated and influential people do 
not see this because they have been brought 
up in the entirely monetised economy. From 
childhood they have imbibed the notion that 
success in life is measured by the possession 
of the things money can buy, and that 
money is security and power. They want 
more money, and they assume that everyone 
else is like them. It is therefore difficult for 
them to grasp the fact that there is another 
and equally important sort of economy in 
which the basic needs of life are obtained 
directly from the land by phy.sical labour 
without the intervention of money, in which 
wealth depends on the natural biological 
productivity of the land and on skill in 
working it, and where rights of cultivation 
and rights of access to shared resources arc 
equated with the right to life. In this natural 
economy, money is less a measure of wealth 
than a means of exchange between materials 
that are surplus to local needs, and materials 
that are needed but not locally produced. 

The preponderance of this economy of 
materials in India’s rural areas distinguishes 
between the sort of development needed in 
rural areas and what is needed in fully 
monetised urban areas. It also distinguishes 
between development that is appropriate m 
India, and development as it has been 
understood in the wholly monetised western 
economies. 

In India’s rural area.s, due to the increas¬ 
ing demands of both population and indus¬ 
try, the strain on material resources has 
become excessive, such that in many areas 
and at existing yield rates the population 
supporting capacity of the land has been 
exceeded. This compels rural people to 
migrate to> urban centres in search of 
employment. (Placing industries in the rural 
areas does not alter the basic problem that 
they neither being supported by the land, 
nor, in many instances, are the industreis 
bas^ on locd materials.) Money is then sent 
or taken home to pay for food and other 
necessities which the home environment is 
no longer providing. Thus, the rural 
economy is becoming progressively more 
monetis^. 

Economists are familiar with these facts, 
but many of them are persuaded that rapid 
monetisation of the rural economy is a 
desirable goal. In spite of negative cvideiKc, 
' they perhaps believe that a wholly monetis¬ 
ed economy can be managed more rationally 
than the natural economy of the land. 


What these economists usually leave out 
of account is India’s high rural population 
density, so high that every inch of land is 
contributing to someone's basic .subsistence. 
With no more land for agricultural expan¬ 
sion, and with the population still increas¬ 
ing, migration is not relieving the excessive 
pressure on the land. Also left out of ac¬ 
count is the fact that when a person who 
spends an hour or two every day collecting 
firewood for cooking is now expected to pay 
for a substitute fuel, then to gei the money 
he must either sell something or must find 
employment. Since the existing poverty of 
resources leaves him nothing to sell, and 
since employment is difficult to find 
(employment close to home for an hour or 
two per day cannot be had), he must either 
migrate or continue to collect fuelwood— 
an activity that will now be called stealing. 

Before depriving people of the right of ac¬ 
cess to fuel except through money, access to 
money-earning sources would have to be 
provided. Under existing circumstances, jobs 
cannot be provided in the foreseeable future 
for all the people who would need money 
to pay for the fuel, water, stone or mud to 
build their homes, and all the other materials 
that government economists propose should 
be paid for. Indeed, it is strange to demand 
that people pay for materials which, in the 
natural economy, constitute their income. 
They are not employees whose salaries arc 
intended to cover such costs, nor does the 
collection of these materials constitute a pro¬ 
fitable enterprise which might be taxed. 
What money they have from local or migrant 
sources they need to purchase food, clothing, 
etc, which the land no longer yields in suf¬ 
ficient quantities. The materials arc not ’free' 
(as the forest department claims) for the peo¬ 
ple labour hard to get them; to buy them 
they would have to pay more than the 
equivalent cost of their labour in collecting. 

To deny the people rights of access to fuel, 
etc, which they get at the cost of their own 
labour, is equivalent to denying them their 
constitutional right to life, a right which is 
meaningless without rights of access to the 
means by which life is supported. If jobs are 
non-existent, they cannot be offered as a 
constitutional alternative.’ 

These considerations do not obstruct 
development, for duties can be enforced on 
people who exercise their rights. It can be 
insisted that the primary development Usk 
of regenerating the resource base be under¬ 
taken as a duty, and that it shall not then 
be damaged by over-exploitation. However, 
even if the concept of duty could play a part 
in restoring the resource base, its main¬ 
tenance could not be sustained if population 
numbers and their demands exce^ed the 
sustainable yield. It therefore has to be em¬ 
phasised that the right to produce children 
whose needs will be drawn from limited 
resources invokes the duty of responsible 
behaviour both towards others and towards 
the common resource base. 

In thus identifying the roots of rural 
poverty as a poverty of materia! resources, 
it follows that restoration of the productivity 
of the uncultivated lands ought to be the 
priority of the district plan; but it is clear 


from the plan for Almora district that no 
such priority has been identified.* There are 
current reforestation projects, but, like most 
official projects, they have failed to arouse 
participatory enthusiasm. The people distru¬ 
st the government’s intentions, feeling that 
there is more concern with the environment 
as such, than with the well-beiiig of the 
people. 

Officials, and planners in particular, 
appear consistently puzzled and frustrated 
by the lack of rural co-operation in govern¬ 
ment programmes. Yet the fact that many 
NGO programmes find co-operation shows 
that the spirit is not absent from the people. 

PtASANl ArriTUDES 

The pea.sant attitude has developed into 
one of distrust in government policies as a 
whole, cynicism towards projects and the 
people who run them, and resentment 
against government employees with high 
salaries, pensions and all the perks, who yet 
will do nothing without demanding extra 
payment, and live at a level that is irre¬ 
concilable with that of the people they are 
supposed to serve. In addition, there is a 
sense that village life has come to a dead end 
to which migration offers the only outlet. 
A few of the contributory factors can be 
mentioned. 

(1) When government employees (the 
figure is given at 21,(KX) in Almora alone) 
are known to be well-paid, and are often 
known to be making money out of the work 
they supervise, the village people feel in¬ 
sulted at the suggestion that they ought to 
‘co-operate’ by giving their work free or 
cheaply. This feeling is exacerbated when a 
non-representative and politically supported 
Sarpanch is known to be in cahoots with the 
officials. For the same reasons, workers in 
voluntary organisations often resent what 
appears to them as government exploitation 
of their dedication by getting government 
programmes done cheaply, when govern¬ 
ment agencies doing the same work do it for 
high salaries and at inflated costs. This feel¬ 
ing would be less if the government were to 
lake action against corruption in the line 
departments when it is exposed by NGO 
work. 

(2) The refusal of the state government 
to introduce or even to make trials of the 
consolidation of Land Holdings Act in the 
hills, in spite of evidence that it would be 
welcomed, has completely inhibited indivi¬ 
dual enterprise in agriculture, except for a 

relatively few families who have con¬ 
solidated plots. With fragmented plots, a 
farmer is compelled to plant only tl»^ 
crops and varieties which the whole village 
plants. This is responsible for apathy 
towards new introductions, and for much 
petty quarrelling. It is found that where peo¬ 
ple are secure in their ownership of a clear¬ 
ly demarcated and intqral landholding, they 
are more ready to co-operate in community 
projects. 

(3) Programmes for loans and grants for 
irrelevant objects (such as the buffalo scan-' 
dal, when people took the moqcy for buffa- 
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Iocs, though there was no fodder to feed 
them) have demoralised the people by bring¬ 
ing them into direct conuct with block of¬ 
ficials. revenue offlcials, bank staff and 
insurance agents, all of whom encouraged 
the cheating so as to fulfil their targets and 
get their commissions. This sort of thing is 
aggravated by the failure of administrators 
to tour their districts and learn what is hap¬ 
pening on the ground. 

(4) The collapse of self-sufficient farm¬ 
ing drove the hill people into migrating and 
so into the monetised economy. Education 
has been oriented to employmet in industry 
and services. Government policies have em¬ 
phasised industrial development and the cult 
of modernism, ostensibly with the purpose 
of absorbing the surplus rural population. 
Even before migration began, people became 
money-oriented by virtue of their having to 
trade in timber, charcoal, milk products, etc 
in the effort to survive. 

These factors, originating in the real need 
for money to supplement the local foodgrain 
shortage, have produced a situation in which 
the male population is heavily money- 
oriented. Their interest in development pro¬ 
grammes is restricted to how much money 
they can make out of them. They may make 
, a show of enthusiasm in order to encourage 
the allocation of funds to their villages, but 
this does not amount to co-operation, 
because they take the money and do as lit¬ 
tle work as possible This plays into the 
hands of the political netas who influence 
fund allocations; and these arc the people 
administrators mostly meet. 

On the other hand, the female population 
are still strongly oriented towards the 
economy of materials, because they do most 
of the farm work. Their condition represents 
the state of the real hill economy which can 
be improved only by restoration of the land’s 
productivity. This is why so much of the 
really effective work done by voluntary agen¬ 
cies in the hills has been in association with 
the village women. Administrators seldom 
meet the women. There is much justifiable 
t^k about the hardship of the women’s lives, 
but solutions are sought more in terms of 
their education, training and ultimate 
employment in urban jobs, than in the 
crucial issues of plentiful and easily 
obtainable water, fuel and fodder. 

(3) The general emphasis on money con¬ 
tributes to lack of co-operation in many 
ways. There is so much money in Almora 
district from migrant earnings, development 
Junds, government loans and the black 
money component of all of them, that an 
increasing numher of unemployed youths, 
well-dressed and With money to gamble and 
drink, hang aroand the bazaars doing 
• nothing. The general complaint is that they 
refuse employment at reasonable w^es. so 
that development work in the district is being 
done by labour from the plains and from 
Nepal. If this situation is regard^ as a sign 
of the success of economic policies, it is a 
success which has contribute to the failure 
of development. It bears repeating tl»t the 
money has not been generate in the di^ct, 
and therefore; reflects no improvement in the 
hill economy as such. 


(6) Political handling of elections is 
perceived as favouring the worst elements in 
rural society. The majority feel that their in¬ 
terests are not represented at any level. Elec- 
tioii promises may be given hypocritical 
praise, but hopes for their fulfilment are in¬ 
creasingly tempered with cynicism. Many 
laws which directly affect village life are so 
repressive that the individual can survive 
only by the guileful evasion of regulations. 
It is well recognised that every new regula¬ 
tion means another source of income for the 
officials. Co-operation with government 
programmes cannot thrive in such an at¬ 
mosphere. Indeed, the people can be seen 
as co-operating with the ruling group’s belief 
in money, not work, as the solution to all 
problems, for it is evident from any progress 
report that departmental achievements arc 
measured not by inspection of work done, 
but by the rate at which funds are spent. 

(7) An example of how things work in 
practice can show how a benevolent and 
socially valid programme can be so mis¬ 
handled as to yield annoyance instead of 
gratitude, obstruction instead ol 
co-operation. 

Piped water is to be supplied to a village. 
The official may be well-motivated, even 
while taking his cut from the funds, but he 
is also driven to complete his targets on time. 
Cases have been reported where the engineer 
has refused to wait for a period when fields 
were free from crops, but has dug trenches 
for pipes through standing crops belonging 
to several farmers. For a number of reasons, 
pipes are not buried at the prescribed depth.s, 
so that farmers are left with a permanent 
hazard to their ploughs. If the pipe breaks 
as well as the plough, the field must be dug 
up again. Where the line runs through forest 
land, it may not be buried, but draped across 
the hillside on sticks and piles of stones, and 
IS thus liable to breakage at the joints by 
cows and even by resin tappers and small 
boys wanting a drink of water. The water 
supply is often insufficient for the village, 
so that houses at the lower levels get what 
there is, and the higher ones get nothing, 
leading to constant quarrelling. If the supply 
IS interrupted, it may take weeks or months 
before a departmental fitter arrives to repair 
it, and even then he may not have the 
necessary spare unions. And then, to add in¬ 
sult to injury, the farmer is expected to pay 
for the privilege of piped water, even when 
there is no water. 

Can the rural people be blamed for lack 
of co-operation if they find the old naulas 
more reliable and prefer to have an NGO to 
repair them? One has to ask whether the 
restoration of broad-leaved fodder forests 
might not be a better initial investment than 
expensive piped water supplies, for the 
forests would soon restore water flow in the 
naulas which every village has. 

An additional objection is that the law 
under which all water sources have been na¬ 
tionalised is so draconian that the govern¬ 
ment has entitled itself to charge for water 
even in privately-funded installations install- 
txl prior to the act and even, in theory, on 
water from an ancient naula. Such idiocy 
should not remain on the statutes, for it of¬ 


fends reason and antagonises the people 

Another major issue is whether all the hil 
villages have sufficient land to meet theii 
needs. As presently managed, the cultivated 
area is alreads too small to meet the 
foodgrain requirement.'^ Will the un¬ 
cultivated area, esen after restoration, be suf¬ 
ficient to meet the demands for fuelwood, 
fodder, etc? If demands are greater than the 
sustainable yields, the land will again 
degenerate. If the population increases, 
demands will grow. Additional land may still 
be needed, but the only extra land lies in the 
reserved forests (already providing fuel, fod¬ 
der and timber to the rural people) which 
the forest department manages for the in¬ 
dustrial market and for government 
revenue.* If the people’s co-operation in 
reforestation is to be won, a clear policy deci¬ 
sion needs to be made that rural people must 
have first claim to the benefits of forest pro¬ 
duce, to the extent that their material needs 
are satisfied.’ The forest-department’s argu¬ 
ment that handing over of any portion of 
the reserved forests to the people is a for¬ 
mula for their destruction is childish,"* for 
restoration of all the village lands to the 
hands of the panchayats requires that they 
be taught how to manage them, and that 
their management be supervised far more ef¬ 
ficiently than at present. An educational 
input is imperative. 

Any plan which entails changes in the 
people’s traditional life style must be preced¬ 
ed by a fairly long-term preparation of an 
educative sort. This requires introduction 
into the schools' curricula, non-formal 
education, adult education and the'com¬ 
munications media. It should not be seen as 
propaganda for a plan, but as a means of 
introducing people to a way of thinking 
about the physical situation which will lead 
them to arrive at the conclusions on which 
any planning for the hills must be based, 
namely, the need to restore the resource base 
which supports people's lives, the need to im¬ 
prove the productivity of all classes of land, 
the need to take from the land only as much 
as can be sustained in the long run, and, as 
a con.sequence, the need for population 
control. 

All this can be grouped under the single 
head of education in the population suppor¬ 
ting capacity of the land. It entails introduc-. 
ing people to the simple concept of quanti¬ 
fication of yield rates and their matching 
against consumption rates. In modern par¬ 
lance, this is a ‘scientific’ approach to the 
problem of the rural economy. In practice, 
it means teaching students (and adults) how 
to make physical measurements of land, 
water, forest, fuel consumption, milk yields, 
etc; how yields can be increas^; and how 
management methods can be introduced to 
preserve yields of resources they previously 
thought to be inexhaustible. 

Everyone, both urban and rural, both 
educated elite and illiterate peasant, needs 
to be made familiar with this concept. If the 
rural people have displayed their ignorance 
and their incapacity to change their land and 
cattle management methods to meet chang¬ 
ing circumstances, the elite have displayed 
their ignorance of the rural areas and their 
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reluctance to come to terms with the issues 
at stake. Both need educating in the natural 
economy of the rural resource base. Other 
economic principles are superimpositions 
upon this biucL If the base collapses, so does 
anything built upon it. For students it has 
to be more than a mental concept. It has to 
be deeply impressed through practical work 
in rural areas. A positive impact on 
awareness of the limits to population growth 
may be expected, and the subject should be 
emphasised. 

Tliis is not an unrealistic dream. Under 
the central government’s new education 
policy, a course in environmental education 
is being introduced in the UP schools’ cur¬ 
riculum, and a pilot project for the practical 
component of the course is running in an 
Almora school. Ibachers, students and the 
people of the villages involved are showing 
marked enthusiasm. 

The objection that this ^proach will take 
too much time is invalid in the face of the 
forty years wasted since independence, and 
the ten years since the first pilot project on 
these lines was run in Almora—-and shelv¬ 
ed by the UP government. We can easily af¬ 
ford two years of preparation. However, a 
big factor in the objection is the shortness 
of official postings which interferes with the 
continuity of programme administration, 
and makes administrators prefer short-term 
projects which they may hope to complete, 
introductory work is, therefore, reduced to 
a minimum; instead of six months to two 
years of preparation, staff are given perhaps 
a fortnight in which to inspire co-operation 
in the programme area. District officials still 
think that a little talk and a lot of money 
is sufficient preparation. 

If administrators could understand both 
the population supporting capacity concept 
and the vital, non-cash part of the rural 
economy, then we might have more relevant 
development plans and also more co-opera¬ 
tion from the rural people Even so, the key 
, to co-operation lies in a readiness to listen 
I and to learn from the people in their own 
I villages, and the capacity to onpathise with 
I their problems and their criticisms of the 
I establishment. 

On the subject of fuel, there is much talk 
about alternative fuels and energy systems. 
There is a valid argument that the relief to 
forests from reduction in the demand for 
fuelwood would ease their rapid regenera¬ 
tion. Provided that alternatives are available 
and that the logistics of their supply are not 
insuperable, they will be acceptable to the 
people with the money to pay for them. But 
this is not the case for the majority and cer- 
! tainly not in villages which are poor both 
! in materials and money. Clearly, altematives 
I which must be bought with money are not 
the key to the poverty of resources. 

lb supply the needs of the UP hill popula¬ 
tion, approximately twice as much fuel forest 
is required as fodder forest. While fodder 
forest planutions give quick returns in the 
form of grass before the trees ate large 
enough to lop for fodder, fuel plantations 
in the hills, where growth rates are lower than 
in the plains, noanally require ten to fifteen 
years before' they <vn supply fuelwood. 

Imo 


Alternative Fuels 

There is, therefore, a strong case for reduc¬ 
ing fuelwood demands by providing alter¬ 
native fuels, so permitting forest regenera¬ 
tion to the point where even the full demand 
could be sustained. This is reported to have 
been an effective strategy in parts of Africa, 
where fuel-efficient chulhas were rejected for 
social reasons, but kerosene stoves using sub¬ 
sidised kerosene were accepted. 

However, this is not a simple solution. To 
start with, we must not restrict our concern 
to the small area of Almora district, but 
must consider the needs of the whole of 
India’s deforested areas. The logistics of 
supply and the size of subsidies might be in¬ 
supportable, particularly if kerosene has to 
be imported. 

Biogas technology has not yet found an 
answer to low gas production in the hill 
climate Solar and wind generators provide 
only lighting. Solar cookers are more rele¬ 
vant to urban housewives than to village 
women. Solar water heaters are relevant to 
hospitals, hotels, small industries and other 
institutions, but not to villages which need 
water before they can think of hot water. 
Kerosene is accepted when cheaply available, 
but is largely imported. Coal is useful in 
towns and is supposed to be used by turpen¬ 
tine factories, but one does not expect to sre 
men humping heavy bags of coal from road- 
heads to remote viUages. Natural gas is glad¬ 
ly accepted by anyone who can afford it, but 
the initial investment in cylinder and cook¬ 
ing ring is too high for the poor, and 
transport to ofT-the-road viUages could again 
be a problem. 

As for micro-hydel generation, if local 
villages are supplied with electric power at 
so cheap a rate that it can be used for cook¬ 
ing and heating, a marked reduction in 
fuelwood consumption may occur in those 
localities. But if they are joined to the grid, 
there will be no change. Howwver, if the total 
hydro potential of hill rivers was to be 
develops and dedicated to providing the hill 
people with almost free electricity, not only 
could the entire area of village forest land 
be rapidly regenerated, but also the increase 
in timber yields combined with the decrease 
in losses due to flood damage and siltation 
could well repay the state for its investment. 

The main objection to alternative fuels of 
any sort is that they all replace a material 
obtained directly by the consumer’s labour 
with something that has to be paid for in 
money, and the money has to be earned. The 
employment situation is not so good that we 
want to force people into seeking jobs, just 
to pay for what they previously collected. It, 
therefore, seems preferable to provide alter¬ 
natives either at market rates or subsidised 
for those who can afford them, and to 
restore fuelwood supplies for the rest. More 
effective measures need to be taken to pro¬ 
vide fuel-efficient chulhas. The Gujarat 
forest department reports considerable fuel 
savings fiom the installation of fuel-efficient 
crematoria at village burning ghats. 

Much thought must be given to strat^es 
for r^enerating the uncultivated lands: in¬ 
troductory programmes with education; sup¬ 


porting programmes; the removal of in¬ 
hibiting factors, particularly by a review of 
the laws affecting the peopIc^s rightt on land 
and its produce, and on self-determination; 
the reallocation of funds for current pro- 
gratiunes which are now perceived to be un¬ 
necessary; the co-ordiiution of other pro¬ 
grammes; administration and much else. 
However, once the core strategy has been 
identified, it brings otxter into the rest of the 
field and eases the planner’s task. 

The laws relating to forests, the environ¬ 
ment, quarrying, water, and land use in 
general, suffer from many defects. Some are 
so draconian that, if fully implemented, 
rural life would come to a halt. Others are 
anachronistic, referring to conditions under 
British rule, but not relevant to the present 
day. The environment laws represent conser¬ 
vationist policies which are at loggerheads 
with the development policies of the same 
government. Many provisions are directed 
against criminal abuses, but are so general 
that the honest citizen finds himself treated 
as a criminal. There appears to be no aware¬ 
ness that the best action against the criminal 
felling of forests is not draconian prohibi¬ 
tion, but such an increase in the forest area 
that criminal felling becomes unprofitable. 

If any constructive review of these laws 
is to be done, the reviewing body must in¬ 
clude persons who represent the viewpoint 
of rural society’s natui^ economy. When the 
core strategy for district development has 
been identified, priorities have to be assigned 
to its components. A review must also be 
made of all current programmes in the light 
of the core strategy to determine their con¬ 
sistency and their usefulness. Some may be 
fit to be continued and even enhanced. 
Others may be discarded, their funds being 
transferred to the main programme which 
could be seen as achieving the same aim by 
different strategies. 

Restoration of yields from the 
uncultivated resource base in the people’s in¬ 
terests requires a unified planning pro¬ 
gramme. It has an immense potential for 
employment of the poorest sections of the 
community on a long-term basis, with 
greater and longer lasting effects thu the 
present programmes for poverty alleviation. 
IRDP, DPAP, NREP and RLEGP could all 
be integrated under the plan and their funds 
re-allocated. 

The last chapter of the model plan docu¬ 
ment for Almora district, covering ad¬ 
ministrative recommendations, contains all 
that could justifiably be expected of an 
initial proposal, namely, a permanent 
secretariat of the hill development depart¬ 
ment located in the hills, a local planning 
committee with public representation, com¬ 
pulsory field tours, and financing recom¬ 
mendations, all of which come within the 
professional administrator’s field of exper¬ 
tise. All the test effectively pre-empts deci¬ 
sions to be made by a committee that has 
not yet been formed. 

A point that might have been added is that 
the line departments should be brought 
directly umto the district magist^ and the 
plaiming committee, so that their progiw- 
mes can be co-ordiiuted. This suggestion. 
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whidi wu made by the Pluming Comrais- 
sion’i Duk Force in 1982, has only just been 
introduced in the small area of the Panai 
^Mttenhad’s administration. It seems to have 
been adopted because there was no other 
way to get the departments to work together 
for a common goal. 

It has to be added, that public represen¬ 
tation on the District Planning Committee 
will not alter the common attitude to rural 
development, if both administmtion and 
puMk are dedicated to the conventional view 
that the priority aim is to increase monetary 
incomes, rathu than to increase the land’s 
supply of materials which are the people's 
basic needs. 

So long as tlw material foundation of the 
rural economy continue to deteriorate, no 
superstructure of the monetary economy can 
st^ upon them. However, though work on 
the foundations must claim priority, and 
though this now demands money (beuuse 
the awareness which could have saved them 
without money has been bom too late) those 
superstructures will be needed. What shapes 
they will take will be determined by the 
responses of the people themselves. 

Notes 

[I am indebted to David Beresford for his unpa¬ 
ralleled insights into hill village life, also to 
S L Shah, agricultural economist, and 
V C Psnde, secretary, department of rural 
development, govemment of India, for their 
valuable comments and suggestions.) 

1 It is notorious that district officials now do 
very little touring, and what little they do 
seldom takes them further than motor 
vehicles can go. This is blamed on the enor¬ 
mous increase in office work. Another 
reason is the disproportionate time claim¬ 
ed by municipal affairs and urban develop¬ 
ment, because small towns are growing 
rapidly. Officials, therefmt; seldom meet the 
real niial mass, their contacts being limited 
to politically involved individusds of the sort 
who hang aroutid district offices in search 
of development funds. 

In this situation, the ordinary villager 
finds it almost impossible to approach 
higher authority, whether in search of 
justice or even to merely discuss village af¬ 
fairs. There is, therefore, a widening com¬ 
munication gap between the senior ad¬ 
ministrators who are responsible for district 
plans and the people for whom they plan. 
While such a situation continues the ir¬ 
relevance of rural development plans ap¬ 
pears inevitable. 

2 The lainfed areas of hill farming cannot use 
chemical fertilisers except as a supplement 
to plentiful inputs of organic manure. It is 
notorious that a first trial gives exceUent 
results, but that subsequent applications 
give disastrous results. With the deteriora¬ 
tion of forests and fodder supplies, oigarac 
inputs have decreased both in quantity and 
in quality. 

3 It appears necessary to mention that com¬ 
parisons of the figures for population den¬ 
sity in different areas are meaningful only 


if they are related to the population suppor¬ 
ting capacity of the land. If this is not ap¬ 
preciated, It cannoi be understood how the 
UP hills, with a seemingly low density of 
around 94 persons per square kilometre can 
be overpopulated, when the whole of UP 
supports 377 (sec also note 8). 

4 In the section of the Almota plan dealing 
with the Psnar Witenhed Project the com¬ 
plaint is that the vilUgers would not agree 
to stall feeding their cattle, and that this- 
hindered progress in reforestation. The plan 
refers to the Planning Commission's report 
of the hisk Rirce for the study, Eco- 
developmem in the Himalayan Region 1982 
which, in Annexure XIII suggests a method 
for the progressive reforestation of village 
lands in which one-tenth of the uncultivated 
land is enclosed and reforested in the first 
year, progressively larger areas being 
similarly treated at four successive intervals 
of four years. This gives each village six¬ 
teen years in which to adapt their cattle 
management to the degree of stall feeding 
they then find possible and advantageous. 
This will be seen in the context of increased 
fodder collection and greater benefits from 
labour, lb complain that stall feeding has 
not been accepted in the first two years of 
the programme shows how little understan¬ 
ding of village life the administratiAs have. 
To blame the failure on the villagers' lack 
of co-operation is ridiculous. 

5 A distinction has to be drawn between, on 
the one hand, the collection of materials for 
genuine domestic purposes and, on the 
other hand, their collection for sale. Such 
sale, either directly to urban consumers or 
to contractors, is a long-standing subsistence 
activity for the poorest sections of the rural 
ccHnmunity, even if it is also a profiteering 
and often criminal activity on the part of 
the contrainors who encourage it. No harm 
might be done if, for estample, forest 
regeneration were to keep pace with the off¬ 
take of fuelwood. A solution could lie in 
giving forest rights to labour co-operatives 
with organised marketing and responsibility 
for forest management. 

6 This should not be interpreted as yet 
another reforestation project to be added 
to all the other projeas. li should be seen 
as the core strategy of the development 
drive, emphasising the satisfaction of basic 
human needs, primarily through tree plan¬ 
tations of such size and of such species as 
will yield sufficient fuelwood and fodder at 
sustainable rates for the exiting village 
coriununities and with provision for un¬ 
avoidable future increase in human numbers. 
Emphasis should also be laid on 'spring 
sanctuaries’ of broad-leaved trees for the 
protection and increase of water supplies. 

7 A statistical table in the Almora Model Plan 
document gives a figure of 281.37 kg per 
capita forrdgnin availability from the 
district’s agricukural production in 1983-84. 
Since the per capita consumption measured 
by a Ruitnagar University survey on a 
house-to-house basis is only 262 kg, Almora 
would appear to be a surplus district in 
foodgrains which is not the case. The in¬ 


flated figure was obtained by neglecting to 
reduce the paddy compoiient by 33 per oeiU 
to obtain the weight of rice and by deduc¬ 
ting nothing to account for s^ and 
spoilage The real figure should har(e been 
only 227 kg or thereabout. Other surveys 
place the district shortfall in foodgrain 
production at about 27 per cent and for 
individual farmers considerably more, 
especially at the higher altitudes. 

8 On the subject of Population Supporting 
Capacity (KP) reference may be made to 
a study by Riul J Martins, University of 
Tbronto 1987, Determining Human Carry¬ 
ing Capacity: A Case Study in the Central 
Himalayas, covering Almora district. The 
primary aim of this study wu to demonst¬ 
rate a methodology for handling the ex¬ 
tremely complex relationships involved in 
estinuting the carrying capacity of any land 
area. It was not intended to be a definitive 
analysis of the sample district. Rather, it was 
hop^ that people who prefer other 
assumptions arid different data would adapt 
the programme for their own purposes and 
get their own answers. In a continuing ef¬ 
fort, a progratiutK is being developed which 
will allow such changes in the matrix to be 
made directly into the computer. 

The results yielded by such a programme 
must be treated with caution, for they can 
be deceptive if the principles of carrying 
capacity are not fully un^rstood. In the 
present case, in a sceruurio that posits self- 
sufficiency through agricultutA even with 
the assumption that forests and pastures 
have been regenerated, Almora is shown to 
be heavily overpopulated. However, in other 
scenarios which place no restriction on 
foodgrain imports, the sustainable popula¬ 
tion figure is somewhat higher than the 1986 
figure. But whereas the first is a true car¬ 
rying capacity model, the others are 
economic models which do not answer the 
question of where all the grain is to come 
from and for how long the producing areas 
can sustain their supplies. Since 1 have had 
to answer several criticisms for my emphasis 
on population pressure, I give this as 
another oiample of how emphasis on mone¬ 
tary balances can mislead economists into 
neglecting the material resources which sup¬ 
port the lives of ail humankind and support 
every economy. 

9 After reading this paper, the conservator of 
forests, Kumaon, informed me that he is 
pursuing just such a policy. A species policy 
by which 60 per cent of all forest planu- 
tidns is to be of trees which supply the needs 
of local people is reportedly being ad¬ 
vocated 1^ the central government. 

10 Conunercial forestry caiuiot yet be handled 
properly by peasanu. Fodder and ftiel are 
seen as materials for which they have fixed 
needs and they can understand the purpose 
of maintaining sustainable yields. But in. 
respect of cash enterprises their greed knows 
no bounds. This is Iturgdy because ex¬ 
perience of short-term forest contracts and 
of rapidly changing laws has taught them 
not to think in terms of long-term yields, 
but to make as big a profit as possible when 
opportunity offers. 
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DISCUSSION _ 

Reaffirming the Anti-Dowry Struggle 

Rajni Palriwala 


MENTAL acrobatics may leave the writer 
and readers gasping--with wonder at one's 
own daring or with amazement at the distor¬ 
tions of peripheral vision. Thus it is so with 
Madhu Kishwar’s pronouncements on 
dowry (Kishwar, 1988]. Rather than a 
rethinking of issues which have been central 
to the women’s movement Kishwar con¬ 
structs straw models of the anti-dowry strug¬ 
gle to knock down. In her search foi 
apparently ‘independent thought and 
creativity’, she i.solates elements of social 
reality in a manner in which no person 
directly involved in the struggle could. Thus 
for her dowry is the “transfer of wealth at 
the time of marriage. In itself, this is neither 
good nor evil" [Kishwar, 1988:10). I wish to 
present here a very condensed analysis of 
some aspects of dowry in India and of the 
anti-dowry movement which I think are 
necessary to clarify the issues which 
Kishwar’s 'argument' has obfuscated. This 
analysis is based on participatory research 
and on written and oral documents of the 
movement as well as secondary material. 

Why did dowry become such a 'burning' 
issue at the end of the 1970s? Why did it 
bring women on to the streets in various 
forms of collective protest, establishing in 
the process the basis for a renewed women’s 
movement in Delhi? Dowry, after all, is not 
a new practice. But the increased.incidence 
of what are acknowledged to be dowry- 
related murders was. It was this rather than 
the dowry system it.self which spurred the 
movement. Kishwar argues that the harass¬ 
ment and murder of young brides had little 
to do with dowry. I argue that this intensi¬ 
fication of homicidal violence against wives 
was a consequence of changes in dowry 
practices due to social and economic changes 
resulting from the colonial and post-colonial 
capitalist development in India. This is 
premised on the understanding that dowry, 
and indeed most forms of “transfer of 
wealth at marriage", cannot be understood 
“in itself’. 

In the feudal society of pre-colonial India, 
land and caste defined the parameters of 
power. Marriage was central to social 
strategy and an important instrument of 
social control. Dowry highlighted and 
cemented marriage alliances between 
landed, high status and powerful families. 
Although according to Manu, dowry was the 
lawful form of marriage presentations for 
Brahmins only, it was in fact associated as 
much if not more with castes such as the 
Rajputs. Dowry and hypergamy were prac¬ 
tised only by 'high' or ‘middle’ ranking and 
upwardly mobile castes even during the 
colonial period, for restrictions were placed 
on 'lower' caste emulation of the customs 


and rituals of the 'high' castes [Srinivas, 
1984). Hypeigamy, the marriage of a woman 
into a family belonging to a clan or a sub¬ 
caste of slightly ‘higher’ status than her own, 
was an important feature of this complex 
[Srinivas, 1984; Das 197S; Committee on the 
Status of Women in India, 1974). The 
ideology of hypergamy, tied to the caste 
system, meant .status asymmetry between the 
affinal groups, such that the relation 
between dowry and hypergamy may be seen 
as an exchange of goods for an increase in 
the status of the bride’s family. Dowry and 
hypergamy were also tied to the ‘upper’ caste 
ideology which entailed .seclusion of women, 
their exclusion from productive work, their 
categorisation as economic burdens as well 
as status asymmetry between husband and 
wife. Dowry helped ‘ease’ the entry of 
women Into their marital homes [Das 1975). 
While in material form and content as well 
as the .social groups among whom it is found 
dowry ha.s changed radically, it continues to 
carry with it this ideological complex. 

Chancied Practices 

A number of anthropologists have 
discussed dowry in terms of stridhana [Das, 
1976), female property flhmbiah, 1973) or 
pre-mortem inheritance [Goody, 1976), (the 
last especially where there has been an at¬ 
tempt to construct a category of Eurasian 
societies which Kishwar seems keen to do). 
Contemporary dowry not only has little to 
do in form and content with the classical 
stridhana [Srinivas, 1984], evidence indicates 
the lack of control by the bride over a major 
portion of 'her' dowry in earlier times too 
flhmbiah, 1973;‘ Desai, 1957; Altekar, 1956). 
This was not a case of reality diverging from 
the ideal. Rather, as is true today also, nor- 
matively a substantial part of the dowry was 
not meant for her or her husband, but for 
the latter’s kin. Furthermore, in north India, 
land was not given in dowry. In the context 
of patrilineal inheritance and the exclusion 
of daughters from ancestral property, this 
ensured the separation of the outgoing 
woman from the material symbol of the pre¬ 
eminent social group, the family, as well as 
from the most valuable economic resource. 
The linkage between dowry and hypergamy 
also points to an inherent tendency, intensi¬ 
fied in later periods, of continuous inflation 
in the amount of dowry, and of the pos¬ 
sibility that the demands of the bridegroom’s 
family rather than custom determined the 
amount and kind of gifts to be given. Thus 
while dowry was an indication of the status 
of the families uniting in marriage, it was 
also symptomatic of the control and 
dependence of ‘high’ caste women. 


As Srinivas notes, contemporary dowry 
practices are quite different from earlier pat¬ 
terns. Five dimensions of this change may 
be noted. First, dowry has spread to all 
castes, communities, religions and regions. 
It is practised in all classes to varying 
degrees. Second, the ‘voluntary’ character of 
the ‘gifts’ is disappearing. The ‘gifts’ are 
dictated by the demands of the groom’s 
family as well as the status symbols of the 
groups within which the natal and marital 
family wish to project themselves, rather 
than ‘tradition’. Indulgence of the bride and 
her choice has little to do with the dowry 
‘gifts’, except among upper class and upper 
middle class households. Third, the money 
value of dowry has increased and there has 
been a qualitative change in the goods given, 
following on from the above. Often the 
dowry is worth significantly more than a 
daughter’s equal share in her father’s pro¬ 
perty, leading to resentment on the part of 
the other members of the family and a 
disinclination for further support. The in¬ 
flationary cycle continues as families are 
pressured to recuperate economically from 
a daughter’s dowry through the marriage of 
a son. Fourth, dowry has come to encom¬ 
pass the entire marital relationship and 
customary gift exchange between affines. 
Truly there is ‘extended dowry’ [Kishwar, 
1988:10]! Demands begin at the engagement 
and may continue at frequent intervals and 
on special occasions during the life of the 
marriage. Gifts given directly to the married 
daughter are but a portion of what is 
transferred. The women’s parents comply 
with the continuing demands—made on the 
grounds of alleged inadequacy in the dowry 
at the wedding—in the hope of ‘saving their 
daughter’s home*. Finally, while the extent 
to which women ever have had control of 
the major portion of their dowries is ques¬ 
tionable, their lack of control in contem¬ 
porary times has been intensified. This has 
been a result both of the changing nature 
of gifts, its rising value and more significant¬ 
ly the overall change in women’s position. 

The imposition of a market economy and 
capitalist devdopment during the colonial 
period and its spread in independent India 
has loosened, but not wholly transformed, 
earlier patterns of feudal land control and 
has increased liquid forms of wealth. New 
groups joined the elite and new avenues for 
economic and social mobility opened up, 
particularly after 1947. However, increasing 
economic diffetmtiation accompanied these 
processes. While intra-caste and intra-kin 
economic heterogeneity deepened, caste and 
kinship have remained central to social life, 
but with a new freedom for ‘lower’ castes 
to emulate the behaviour of ‘high’ castes. 
Norms of ‘high’ tiaditioiudity in pie-colonial 
India—dowry, ritual expenditure, con¬ 
spicuous consumption—are now being 
adopted by ‘lower’ castes, non-Hindu groups 
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and middle and low income groups. It may 
be true to say critique of waste and osten¬ 
tation should not be confused with a criti¬ 
que of what goes specifically against 
women’s interests” [Kishwar. 1988; I IJ. 
However, not to see the link between con¬ 
spicuous consumption and the spread of 
dowry as status symbols in contemporary 
India is to miss the wood for the trees. After 
all. despite the ideology of patrilmeality, the 
mother’s natal family may make a substan¬ 
tial contribution to the child’s birthday 
party, held at the mother’s marital home, as 
part of extended dowry! 

In addition, with rising costs of living and 
increasing unemployment, dowry has 
become a means of obtaining the necessities 
of life and achieving upward economic 
mobility for the husband’s family. The 
dowry is to provide the in-laws of the bride 
the capital for a business investment, the fee 
to be paid to a broker for a job for the young 
man, the gifts to be given to the husband’s 
sister, publicly and ostentatiously, or the 
bicycle, television or house for their own u.se. 
Further, the need to accumulate a daughter’s 
dowry is oft given as the reason why an 
individual starts accepting bribes. 

1*^ spread of dowry is crucially linked to 
the desmluation of women in latter-day 
India. Women of the ‘lower’ castes were in¬ 
creasingly eliminated from their traditional 
areas of production [Mitra, 1979; Mitra, 
Srimany and Pathak, 1979]. As new oppor¬ 
tunities were doted to thm. they became 
confined to jobs in the most menial and low- 
paid sectors. Increasing economic depen¬ 
dence reinforced the traditional dependence 
of women on kin and marriage, emphasising 
the idea that women were an economic 
burden for which their in-laws must be com¬ 
pensated. Sharma postulates that the 
“oepansion of dowry has been accompanied 
by a decline in women’s capacity to con¬ 
tribute to household income compared with 
that of men, even though there has been no 
absolute diminution of women’s economic 
activities” [1984: 67-68]. As money has 
become a measure of value, women’s declin¬ 
ing ability to bring in cash has led to a 
devaluation of women. 

Anti-Dowry Movement 

The above analysis was reflected in the 
anti-dowry movement. The Dahej Virodhi 
Chetna Manch (DVCM), the co-ordinating 
forum of a range of organisations involved 

' in the anti-dowry movement, said that dowry 

cannot be vie<^ as an ‘isolated pheno¬ 
menon’. In its August 1982 memorandum it 
stated dutt dowry was “linked with the entire 
gamut of inferior female condition. Its 
inctcar jg incidence is symptomatic of the 
con tinuing erosion of women’s status and 
devaluation of female life in independent 
India. It is equally related to the worsening 
socio-economic crisis within which struc¬ 
tural inequahlies have accentuated and black 
money power grown to fuel greater human 
oimicaaionr Thus the DVCM did not see 


dowry as the root cause of the harassment 
of women, which Kishwar may once have 
seen it as, but as symptomatic of many 
causes. Dowry was and is no phoney symbol. 
Dowry and harassment and murder foi 
dowry are the most immediate and inhuman 
expression of the coalescence of those pro¬ 
cesses and relationships which are objecti¬ 
fying and degrading women, turning them 
into commodities and into means for com¬ 
modities, in the context of a largely 
patrilineal, patri-virilocal society. 

The spread of dowry is not the spread of 
a practice of the transfer of wealth at 
marriage ‘in itself. It indicates the com¬ 
mercialisation of the marriage relationship 
in addition to its earlier importance in terms 
of establishing alliances between elite 
families. But most importantly it meant the 
equation of the woman with the dowry. 
Thus, unmarried working class and educated 
middle class women work to accumulate 
their dowry. Rural women in Rajasthan 
working on family farms are seen as con¬ 
tributing to ‘their’ dowry or to their 
daughter’s ‘extended dowry’, not to the 
family in terms of basic subsistence or 
surplus accumulation. Daughters indeed 
grow up looking forward to their marriage, 
to being ‘adult’, to having a husband and 
children. They look forward to the wedding 
when they will be the centre of attention and 
among the middle class to the nice clothes 
and the ‘wfealth’ they will be given. Marriage 
is essential to attain social adulthood, but 
problems of accumulating the dowry can 
delay the marriage Young girls grow up 
sensitive to this and sensitive to the fact that 
their marriage can mean the ruin of their 
natal family. The psychological traumas that 
arc generated were sharply forced on all of 
us in the suicide pact of the three young 
sisters in Kanpur. Soon after marriage a 
significant enough number of brides who 
had looked forward to being recipients of 
‘gifts’ find they have little control over or 
access to their ‘gifts’. They find that the 
dowry given is taken as a measure of the 
affection their parents bold them in and the 
esteem of their in-laws. Kishwar says that 
“dissatisfaction is expressed not only with 
the quality and quantity of the dowry, but 
equally with the woman herself’ [Kishwar, 
1988:12]. Yes, for the woman is the dowry 
and the dowry is the woman. Much before 
the anti-dowry movement it could be observ¬ 
ed how in urban middle class households 
and among rural peasants, criticism of a 
daughter was seen by her, her parents and 
neighbours to relate to the dowry she had 
not brought or the post-wedding gifts with 
which she did not return from her natal 
home. One can understand Kishwar’s reluc¬ 
tance to accept that there is a social equa¬ 
tion between tlw woman and her dowry, for 
it is indeed bitter and inhuman. But even 
more important, Kishwar’s framework, 
where it is paramount that one accepts the 
socially constructed desires of some sections 
of women as what they ‘truly’ want, as the 


basis of struggle, would imply also accep¬ 
ting this equation. 

Kishwar tells us that dowry was high¬ 
lighted in the cases of harassment and 
murder which came to women’s organisa¬ 
tions because the bride’s father and brother 
were interested only in dowry-related harass¬ 
ment since it directly affected them, while 
other abuses affected only the daughter. 
(Kishwar confuses forms of harassment with 
reasons for abuse so that one is left wonder¬ 
ing if there are particularities in the forms 
of abuse for dowry related reasons as against 
for other reasons.) What happened to kill 
the love and affection in which they held the 
girls and which allowed them to “indulge 
and make much of her” at her wedding 
[Kishwar, 1988:10]? Anyone who has been 
involved in some minimum counselling or 
engaged in intensive fieldwork will know 
that a constant topic of conversation among 
those with recently married daughters or 
daughters who are harassed, is the latter’s 
situation in their marital homes. Parents 
agonise over it, bemoan their inability to do 
much, discuss their advice to their daughters 
to ‘adjust’. W'hat are the options before 
them? They can bribe their daughter’s in¬ 
laws into treating their daughters better. 
They can leave her alone to ‘adjust’. Or they 
can bring her back, with all possibility that 
this will mean the end of the marriage. 
Economic dependence of the woman, the 
expenses incurred on her marriage and the 
social stigma attached to a woman with a 
broken marriage reinforce her natal family’s 
and her own desire that she remain with her 
husband. In addition there is her fear that 
she will lose her children if she leaves her 
husband. The social obligation on the bride 
to ‘adjust’ and the acceptance that once she 
enters her in-laws’ home, she will leave it per¬ 
manently only on her funeral bier is rein¬ 
forced by the fact that she has become her 
dowry, not only for her in-laws, but for her 
parents too. Dowry as a social fact caimot 
be treated in isolation, but it is increasingly 
isolating the woman from her own kin, con¬ 
straining the bonds of affection and the ties 
of support. The prescription for continuing 
gifts whether a family can afford them or 
not adds to the resentment of the woman’s 
natal kin and her own insecurity. She hears 
people say of another woman “She works 
there [in her sosro] and consumes herb [in 
her peehar]”. Her in-laws tell her, “Don’t 
expect that just because you live here we have 
to keep you—your parents cannot even give 
us what self-respect demands” (clothes for 
the woman and her husband and his kin). 
Just as neither marriage nor dowry were 
issues of individual choice in pre-colonial 
India, they remain instruments of social con¬ 
trol, of women and of their families too. 

After the anti-dowry movement, a fourth 
option has emerged for her and her parents. 
A women’s organisation may be asked to 
intercede on the woman’s behalf, so that the 
in-laws are pressured into treating the 
woman better, in the process reducing the 
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lation of the woman. Kishwar of course 
s another ponibiKty. of the woman’s 
rents single-handedly changing socially 
sstructed relationships in the same 
inner in which she wished to end dowry 
:h her boycott. 

Many Forms of Struggle 

Many trends of thinking and con- 
ousness made up the anti-dowry move- 
mt. It ran at many levels and through 
rious forms of stnig^e ranging from legal 
tion, seminars and corner meetings, 
ighbourhood demonstrations, dharnas 
d public marches. The agreement within 
! Dahej Virodhi Chetna Msuich was that 
spite differences on particular points the 
int Select Committee report and recom- 
mdations would be taken as the consen- 
L The recommendations included sugges- 
ns for compreheiuive legal reform, not 
ly of the Dowry Prohibition Act, I%1, but 
o on inheritance rights for daughters, 
listration of marriages and all gifts given 
marriage, custody of children, family 
arts, legal aid and a common civil code, 
her recommoidations were on the use of 
iss media and school textbooks for public 
ucation, the establishment of vigilance 
mmittees with representatives of women’s 
Canisations as members, dowry prohibi- 
n officers and a national commission on 
imen. The understanding was clearly that 
wry cannot be fought in isolation. As a 
ht against dowry it was not a call for 
wry boycott by itself, but raised a gamut 
issues relat^ to women’s economic 
pendence and their legal and social rights 
both their natal and marital homes. With 
; further specification which one finds in 
; August 1982 memorandum of the 
fCM, the First three demands in the sec- 
n on legal action related to women’s rights 
property. These included demands for 
lendments to provide equal property 
;hts for women under all prevuling laws, 
compulsory share for a daughter in a 
itator’s property and a half share for the 
fe in all assets acquired by the couple after 
irriagfc In 1983, the anti-dowry move- 
mt’s concern with womm’s dependent 
itus continued in the focus on the issue 
women’s employment by women’s orga- 
lations on March 8, International 
smen’s Day. 

Activists had found that the inadequacies 
the law and the collusion and connivance 
the police and local administration added 
the problems of dowry harassment, 
jwever, for many sections in the anti- 
wry movement, l^al changes were viewed 
ly as an instrument of social change Thus 
t emphasis was on public campaigns in 
itr to build the necessary political and 
aUd will to ensure action that would be 
ective in eradicating dowry and the in- 
lasing harassment of brides. Included in 
t written list of slogans circulated and 
laed at meetings and marches were 
wivar mein rishia vgisa ha, bahu-beti 


samam htf (rdatkmships within the fiunily 
should be such that the daughter and the 
daughter-in-law are treated the same) and 
“stri par na ho otyachw, ham parosi hain 
limmedar” (we neighbours are responsible 
that women are not abused). 

Hindsight can and must clarify and 
sharpen our understanding, must aid acti¬ 
vists in correcting mistakes, in rethinking 
issues and future struggles; and it must be 
based on the concrete experience of struggle 
In lelooking at the anti-dowry movement 
and examining the developments of the last 
few years, the essential understanding of the 
anti-dowry movement is reaffirmed. The 
raperience of the participating organisations 
and women made it clear that it was not a 
question of dowry first or inheritance first, 
but that both struggles have to take place 
together. Simultaneously, immediate and 
urgent measures were needed—legal, social 
and administrative—to tackle the harass¬ 
ment and murder of women for dowry. 
Whatever Kishwar may argue, dowry did 
not, and does not, give women much in 
material terms, while as a social pheno¬ 
menon it takes away their very right to 
humanity and to life. The continuation of 
dowry acts as a justification for the 
daughter’s exclusion from her father’s pro¬ 
perty, leave alone devaluing her and her 
economic contribution to her family. Being 
attached to dowry ud excluded from pro¬ 
perty she can never be a full member of any 
family, where no family wants the complete 
responsibility for her or can give her a share 
in their unity, their property. If socially 
women are to be accepted as complete per¬ 
sons, in their self-conception as well as the 
perceptions of society at large, the equation 
of women with dowry has to te broken and 
they have to become equal members, equal 
shareholders in the family property. The 
fight for the latter has to be in conjunction 
with the fight against dowry. Kishwar’s argu¬ 
ment for first one and then the other is as 
mechanical as was the idea that dowry 
boycott would by itself end dowry. In con¬ 
clusion I would like to quote a slogan which 
the anti-dowry movement can take much of 
the credit for popularising: "jo aunt ko hak 
de na sake, woh samej badalna hai'—w 
must transform that society which cannot 
give women their due. 
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NFCL's Knldnada Project 

NAGARJUNA FERTILISERS AND 
CHEMICALS LIMITED (NFCL) is setting 
up its Fertiliser Plant at Ktdcinada. The plant 
is licensed to produce approximately 5 lakh 
tonnes of urea per annum- 

According to Mantodi Sondhi, chairman, 
the main raw materid for the^roject, viz, 
natural gas. will be available from the 
Krishna-Godavari basin from a location 
(Mandapetu) which is only about 30 miles 
from the plant. ONGC has already agreed 
to make available the initial supply of gas 
by July. 1990 for pre-commissioning ac¬ 
tivities. Sondhi also pointed out that the 
districts adjoining Kakinada are amongst the 
districts known for very high level of con¬ 
sumption of fertiliser in the country. The 
project will, thus, have the twin advantage 
of proximity u> the source of the main raw 
material and a ready market at its door-step. 

Krishak Bharati Co-operative Limited 
(KRIBHCO), a multi-unit co-opoative 
organisation under the aegis of the govern¬ 
ment has agreed to participate in the pro¬ 
moter equity to the extent of Rs 10croic;out 
of which Rs 7.40 crore has been paid up. The 
government of Andhra Pradesh has made 
a further investment of Rs S crore in the pro. 
moter equity of the company. Promotm 
capital of Rs 65 crore has already been folly 
tied up. Orders have already been placed on 
Indian and overseas suppliers for plant uid 
machinery with relatMy long delivery 
periods. 

A public issue is tentativdy planned bet¬ 
ween October 1989 and April 1990 depen¬ 
ding on prevalence of conducive factors. 


4 


Economic and PoUtical Wbekly April 29,1989 



NOTICE 

n is hereby notified for the information of the public that SPECIAL STEELS LIMITED proposes to make an 
applicatim to the Central Government in the [Apartment of Company Affairs, New Delhi, under sub-section (2) of 
section 22 of the Monopolies and Restrictive Trade Practices Act. I9fi9. for approval to the establishment of a new 
undertaking/umt/division Brief particulars of the proposal arc as under: 


Name and address of the Applicant 


2. C apital siriicturc of the applicant organisation 


t Managemenl structure of the applicant organisation 
indicating the names ol the Directors, including the 
Managing'Wholetime Directors and M.inager if 
any 


Indicate whether the proposal lelaies to the 
establishment of a new undertaking or a new 
unit'division 

1 (K'ation ol the new undertaking/unit/division 


SPECIAL STEELS LIMITED 
Mouje Magathane. Dattapara Road 
Borivli (East). BOMBAY 400 066 

As on 31s December, 1987 
Share Capital — Authorised 

I quity — Rs 832 lakhs 
Preference Rs. 118 lakhs 

Unclassified — Rs 50 lakhs 

Share Capital Issued. Subscribed & paid-up 

Equity - - Rs 759 26 lakhs 

Prelerence -- Rs 68 0(1 lakhs 

Bo.ird of Directors 
Mr S A Sahavala. Chairman 
Ml Shantanu N Desai 
Mr S R Vakil 
Mr Is C Mehra 
Mr Aditva Kashvap 
Mr U V' Kini 
Mr K D Patel 

Mr W K Mangaokar. Nominee Director of IDBl 
Mr V' N Bhargava. Nominee Director of LIC 
Mr Dinesh M Vvas 
Mr Deva Prakash. Managing Director 

New Division 


It IS proposed to locate the new division at 
MIIX Industrial Area. 

I .irapiir. Dist Ihane. 

M.ihar.ishtra 


b Capital soiicturc of the proposed undertaking 

7 In case the proposal relates to the prtxiuction. 
storage, supply, distribution, marketing or control ol 
any goods/a nicies, indicate 

i) Names of goods/articles 
It) Proposed l.icensed Capacity 
III) Estimated annual turnover 

8 In case the proposal relates to the provision of any 
service, slate the volume of activity in terms of usual 
measures such as value, income, turnover etc 

9 Cost of the Protect 

It) Scheme of finance, indicating the amounts to be 
raised from each source. 


Not applicable 


( old Rolled Steel Strips/Shccls 
Itltl.fXMl tpa 
Rs l7l.3SCrores 


Not applicable 


Rs 102 crorcs 


To be financed partly from internal resources and 
balance through borrowings 


Any person interested in the matter may make a representation in quardruplicate to the Secretary. Department of 
('omMny Affairs Government of India. Shastn Bhavan, New Delhi, within 14 days from the date of publication of 
this noti«, intimating his views on the proposal and indicating the nature ol his interest therein. 

Dated this 19th day of April. 1989. SPECIAL STEELS LIMITED 

Registered office; gliy. 

Moujc Magathane, Dattarapara Road. 

Bonvli (East), BOMBAY W) 066 (P.D.GANDHl) 

COMPANY SECRETARY 


Printed by Kri.snna Raj at Modern Arts and Industries, 151, A-Z Industrial Estate. Ganpatrao Kadam Marg, Lower Parel, Bombay 400 
fti published by him for Sameeksha TVust from Hitkari House, 2M, Shahid Bhagauingh Road. Bombay-AOO 03«. 
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llpgri No M H-By/Sooll 

Nature is colourful 



We keep it that 

The vihrant hlue of lier skies Tlie lush green of liei trees. The rich brown 
of her .soil. Colour Cfieni helps keep Nature that way 

heiause Colour (Ihem ensures that its operations are in no way liarmful to the 
(.•n\ii on 1 lient Vi ell ecjuipjx'tl effluent treatment plants rentier the liquid wustes harmle.ss 
(irioi to discharge Pollution abatement equipment contrt)! atnn).spheric emissions. 

So that Nature can continue to show oft her original colours. Now' and ft>r all time. 


Cohur-Chem 


Where chemistry takes many hues. 

Colour-Chcm Limited, 194 Churchgatc Reclamation, Bombay 400 020 






